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No.  5412.    May  31,  1913 117 

In  the  Matter  of  the  Application  of  the  Maconi 
Wireless  Telegraph  Company  of  Canada, 
Limited,  Hereinafter  Called  the  "Applicant 
Company"  for  an  Order  Requiring  the  Canadian 
Pacific  Railway  Company's  Telegraph  to  Accept 
and  Tranamit  Trans-Atlantic  Wireless  Messages 
over  Its  Land  Lines.  Order  No.  18811.  March 
1,  1913   118 

In  the  Hatter  of  the  Application  of  the  Consul- 
General  of  Japan  for  an  Order  Requiring  Tele- 
graph Companies  Subject  to  the  Jurisdiction  of 
the  Board  to  Transmit  Telegrams  in  Plain 
Japanese  Language  (Roman  Letters)  at  Single 
Count,  in  the  Same  Manner  and  at  the  Same 
Rate  as  They  Transmit  Telegrams  In  French, 
German  and  Other  So-Ca]1ed  Plain  Languages 
Authorized  by  International  Telegraph  Conven- 
tions  Relating  Thereto.     File  10041.33.     March 

2S,  1913   119 

Order  No.  190«>.    April  1,  1913 128 

In  the  Matter  of  the  Application  of  the  City  of 
Hamilton,  in  the  Province  of  Ontario,  under 
Sections  247  and  248  of  the  Railway  Act,  for  an 
Order  Directing  the  Great  North  Western  Tele- 
graph Company,  the  Canadian  Pacific  Railway 
Company's  Telegraph  and  the  Bell  Telephone 
Company  of  Canada  to  Remove  Their  Poles, 
Wires  and  Cables  from  Portions  of  Certain 
Speciiied  Streets  in  the  Said  City  of  Hamilton. 
Files  19730,  Part  2;  I9723-1972S.  April  28,  1913..  129 
Order  No.  19238.    May  10,  1913 132 


PART  n. 

Orders,  Rulings  and  Dedslona  of  Interest  to  Telephone  and 
Telegraph  Compaoies. 

In  the  Matter  of  the  Application  of  Central  Pacific 
Railway  Company, .  Southern  Pacific  Railroad 
Company  and  Southern  Pacific  Company  for 
Authorization  to  Make  a  Lease  of  a  Certain 
Railroad;  to  Make  a  Sale  of  a  Certain  Railroad; 
to  Make  a  Contract  for  the  Joint  Use  and 
Possession    of  a    Certain   Railroad;    to   Make   a 
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Contract  for  Running  and  Trackage  Rights  over 
a  Certain  Railroad;  and  to  Make  a  Contract  for 
the  Joint  Use  of  Certain  Railroad  Terminals. 
Decision  No.  504.     March  14,  1913 186 

Long  Beach  Chamber  of  Commerce  vs.  Pacific 
Electric  Railway  Company.  Decision  No.  533. 
March   29.    1913 J95 

In  the  Matter  of  the  Application  of  California 
Western  Railroad  and  Navigation  Company  to 
Refund  to  the  Union  Lumber  Company  and  the 
Irvine  &  Muir  Lumber  Company  Charges  Col- 
lected in  Excess  of  Those  Agreed  to  by  Con- 
tract.   Decision  No.  S67.    April  11.  1913 195 

In  the  Matter  of  the  Application  of  Valley  Gas  and 
Fuel  Company  and  California  Coke  and  Gas 
Company  for  an  Order  Authorizing  the  Transfer 
and  Sale  to  Los  Angeles  Gas  and  Electric 
Corporation  of  Their  Gas  Plant.  Distributing 
System  and  Franchises,  and  the  Application  of 
Los  Angeles  Gas  and  Electric  Coiporation  to 
Purchase  Said  Property.  Decision  No.  568. 
April   10,   1913 301 

In  the  Matter  of  the  Application  of  Los  Angeles 
Gas  and  Electric  Corporation  for  an  Order 
Authorizing  the  Issue  and  Sale  of  Bonds,  in  the 
Face  Value  of  Nine  Hundred  Thousand  Dollars. 
Decision  No.  569.     April  10,  1913 202 

In  the  Matter  of  the  A^ilication  of  Midway  Gas 
Company  for  a  Certificate  of  Public  Convenience 
■and  Necessity  and  Authorization  to  Exercise 
Rights  and  Privileges  Under  Franchises  Hereto- 
fore Granted  to  it  in  the  Counties  of  Kern  and 
Los  Angeles  and  in  the  Cities  of  San  Fernando 
and  Burbank  Under  Sections  50  A,  B  and  C  of 
the  Public  Utilities  Act.  Decision  No.  602. 
April  25,  1913 203 

In  the  Matter  of  the  Application  of  Angels'  Flight 
Railway  Company  to  Purchase  The  Angels' 
Flight  Railway  in  the  City  of  Los  Angeles. 
Decision  No.  605.    April  25.  1913 203 

In  the  Matter  of  the  Application  of  Citrus  Belt 
Gas  Company  to  Buy  a  System  of  Gas  Plants 
and  to  Issue  Stocks.  Bonds  and  Notes,  and  of 
P.  J.  Dubbell  to  Sell  a  System  of  Gas  Plants. 
Decision  No.  615.     April  28.  1913 204 

In  the  Matter  of  the  Application  of  Oro  Electric 
Corporation  for  a  Certificate  That  Public  Con- 
venience and  Necessity  Require  and  Will  Re- 
quire the  Exercise  by  it  of  Rights  and  Privileges 
Under  Franchises  Granted  to  It  by  the  City  of 
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Stockton,  by  Ordinance  No.  566,  Approved 
December  30,  1912,  and  by  the  County  of  San 
Joaquin,  by  Ordinance  No,  399,  Passed  January 
7,  1913,  Other  Than  the  Territory  as  to  which 
Said  Corporation  Was  Granted  a  Certificate  of 
Public  Convenience  and  Necessity  by  Order  of 
the  Railroad  Commission  Dated  July  3,  1912,  as 
Modified  by  Its  Order  Dated  October  8,  1912. 
Decisions  Nos.  616-617.    April  29-30,  1913..  ..206,  206 

In  the  Matter  of  Ascertaining  the  Value  of  the 
Property  of  the  Stockton  Terminal  and  Eastern 
Railroad  Company  Within  the  State  of  California. 
Decision  No.  6ia     April  30,  1913 20B 

In  the  Matter  of  the  Application  of  the  Encanto 
Mutual  Water  Company  to  Increase  Rates  for 
Service  to  Its  Patrons  at  Encanto,  San  Diego 
County,  California.  Decision  No.  621.  April 
29,  1913   230 

In  the  Matter  of  the  Application  of  Conservative 
Realty  Company,  for  an  Order  Fixing  Its  Rates 
for  Water  Service  in  the  County  of  Los  Angeles. 
Decision  No.  665.     May  9,  1913 230 

In  the  Matter  of  the  Application  of  the  Baltimore 
and  Ohio  Railroad  Company  for  Authority  to 
Issue  Its  Twenty  Year,  Four  and  One-Half  Per 
Cent.  Convertible  Gold  Bonds  to  the  Amount  of 
$63,250,000.     Order  No.  1188.     May  13,  1913....  232 

In  the  Matter  of  Albert  M.  Griffin,  et  al.,  vs. 
Northern  Central  Railroad  Company.  Order  No, 
1225.     June  3,  1913 234 

In  the  Matter  of  the  Application  of  the  Northern 
Michigan  Power  Company  for  Authority  to  Issue 
Stocks  and  Bonds.     D— 626.     June  II,  1913....  244 

In  the  Matter  of  the  Application  of  the  Consumers' 
Gas  Conqiany  of  Millville,  for  the  Approval  of 
Ordinance  Number  US  of  the  City  of  Millville, 
April  18.  1913 262 

In  the  Matter  of  the  Petition  of  Monmouth 
Lighting  Company  for  Permission  to  Transfer 
Certain  Shares  of  Its  Capital  Stock,  upon  Its 
Books,  to  Eastern  Utilities  Corporation.  May 
13,  1913   263 

In  the  Matter  of  the  Application  of  Public  Service 
Gas  Company  for  Approval  of  an  Issue  of  Shares 
of  Its  Capital  Stock  to  the  Aggregate  Par  Value 
of  $750,000.     June  3.   1913 269 

In  the  Matter  of  Various  Complaints  against  The 
New  York  Central  and  Hudson  River  Railroad 
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Company  aa  to  Tts  Commutatton  and  Other 
Passenger  Rates  upon  Its  Htidaon  and  Harlem 
Divisions.     No.  162.    January  31,  1913 272 

In  the  Matter  of  Various  Complaints  against  The 
New  York,  New  Haven  and  Hartford  Railroad 
Company  as  to  Its  Commutation  and  Other 
Passenger  Rates.    No.  162.    January  31,  1913.. ..  272 

In  the  Matter  of  the  Petition  of  Northern  Power 
Company  under  Section  68  of  the  Public  Service 
Commissions  Law  for  Permisiion  to  Exercise 
Rights  and  Privileges  in  the  Village  of  Antwerp 
and  in  the  Town  of  Antwerp,  Jefferson  County; 
and  in  the  Town  of  Rossie,  St.  Lawrence 
County.     No.  1S5.     April  2,  1913 2?3 

In  the  Matter  of  the  Comtrfaint  of  Louis  P. 
Fnhrmann  as  Mayor  of  the  City  of  Buffalo 
against  The  Cataract  Power  and  Conduit  Com- 
pany.   Case  No.  2590.     May  1,  1913 277 

In  the  Matter  of  the  Complaint  of  Louis  P. 
Fuhrmann,  as  Mayor  of  the  City  of  Buffalo 
against  Buffalo  General  Electric  Company.  Case 
No.  2390.    June  18,  1913 280 

OUo  The  Village  of  Milford  vs.  Cincinnati,  Milford  and 

Loveland  Traction  Company,  a  Corporation.    No. 

476:     May  9.  1913 287 

Toledo  Railways  and  Light  Company  vs.  The  City 
of  Toledo.    No.  186.    May  22,  1913 289 

OkUhoma  In  re  Information  against  the  Tishimingo  Ice  and 

Cold  Storage  Company,  a  Partnership,  Composed 
of  P.  T.  Foley  and  0.  B.  Foley,  for  Violation  of 
Order  No.  S04.    Order  No.  694.     April  S,  1913..  29S 
I.    M.    Irion,    Chandler,    Oklahoma,    vs.    Chandler 
Electric  Company.  Order  No.  702.   May  2,  1913. .  295 

Rhode  I^bnd  Application  of  The  New  York,  New  Haven  and 
Hartford  Railroad  Company  for  Authority  to 
Grant  Special  Rates.     Order  No.  36.     March  13, 

1913    300 
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SUBJECT  INDEX. 


ACCIDENTS: 

report   to   commission,  required 19 

ACCOUNTS: 

rental  of  facilities 273 

segregation  of  toll  and  exchange  operating  ext>enae IM 

(See  also  names  of  accouats.) 

ACTIONS: 

final  detopniination,  wtiat  deemed 285 

ADVANCS  PAYMENT: 

discount  for  182 

ADVBRTZ8IN0: 

directories,  in,   revenue    from 173 

free  service  in  «xchange  for , 300 

ABRIAI.  CABLES: 

coDstntction  to  eliminate  dangerous  wire  coBditioas 47-48 

ABRIAL  LINES: 

placing  underground   80-82,  129-133 

-    (See  also  Lines.) 

AOBHT8: 

bond,  commisaiona   209,  215-219,  222,  224,  226,  228-229 

ALARH  BELLS,  NIGHT 102 

AMORTIZATION: 

bonds,  discount  on  258 

brokerage  included  whh  bond  discount  for 245.  248-249,  254-25S 

(See  also  Depreciation.) 

ANTWERP,  NEW  YORK: 

certificate  to  exercise  franchise 273-277 

APACHE,  OKLAHOMA: 

rate  increase  denied  59-63 

ASSESSMENTS: 

stockholders,  rates  substituted  for 113-116 

AUTOMATIC  SYSTEMS: 

consolidation  with  manual  srstems 134,  157,  163-164,  176-180 

■ernce   166,  176-180 

soaes,  diffioidties  of  operation  in  system  of 166 
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BELLS: 

extension,  rates  87,  89 

night  alarm   102 

BEHNINGTON,  VERMONT: 

location  of  poles  in  streets 80^ 

BETTERMENTS: 

accounts    184 

depreciation  fund,  made  from 152 

lessor  to  make S,  7 

stock  issue  for  269-271 

(See  also  Extension  of  Lines.) 
BONDHOLDERS: 

consent  to  additional  issue  of  bonds 203-204 

BONDS: 

commissions,  aRents".  upon 209,  21S-219,  222,  224.  226,  228-229 

considered  in  valuation  209,  212,  214-215 

not  considered   149-150 

defined    .' 149-150 

discount  on  250,  258 

brokeraite  included  with,  for  amortization. .  .245,  248-249,  254-25S 

guarantee  by  holding  company 213 

interest.     See  Interest:  bonds. 

issue: 

acquisition  of  property 203-204 

reimbursement  of  income  for  previous  expenditures  and    ■ 

for  extensions  and  betterments  and 20Z 

additional,  consent   of  bondholders   for 203-204 

collateral,   use   as 204-205 

consolidation,  for  purposes   of  duplicated  plant   eliminated 

in  valuation ; 201-202 

construction  and   financing  of  plant 244-261 

holding  company,  to,   for  guarantee  of  bonds 213-214 

powers  of  commission  regarding 232-233 

reorganixation  of  insolvent  corporation,  for,  limited 204-205 

replacing  loan  of  bonds  deposited  as  security 14-17 

sale: 

agents'  commissions  209,  215-219,  222,  224,  226,  228-229 

at  94>A7o  and  94-^%  of  face  value 202 

at  75%  of  face  value 244,  260 

expense    212-215 

reports   261 

(See  also  Mortgages;  Notes;  Securities;  Stock.) 

142-143 

BRANCH  EXCHANGES: 
rates : 

stations  166,  169-170,  176,  183-184 

trunk  lines  166,  169-170,  176.  183-184 
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BREAK  DOWN  SERVICE 295-299 

BROKERAGE; 

o^iUliMlion,   not  approved 244,  248-249,  2S4-2SS 

tnctuded  with  bond  discount  and  amortized 245,  248-249,  254-255 

BUFFALO,  NEW  YORE: 

reduction    in    electric   light  and  power   rates 277-286 

BURBANK,  CALIFORNIA: 

certificate  to  exercise  franchise 203 


BUSINESS: 

establishing,  coat  capitalized 245,  255-257,  261 

(Sec  also  Rates.) 

CABLES: 

aerial,  construction  to  eliminate  dangerous  wire  conditions..  ..47-48 
CALIFORNIA— RAILROAD  COMMISSION: 

jurisdiction    in    certain    matters    connected   with    dissolution    of 

combinations  in  restraint  of  trade 18&-194 

power  to  make  valuations  of  property 209-210 

surrender  to,  of  municipal  regulatory  powers 195 

CANADA: 

telegrams  in  Japanese  language,  rates  for  transmission 119-128 

CAPITAL  STOCK: 

considered,  not,  in  valuation 149-150 

isine: 

acquisition  of  property 203-20* 

construction  and  financing  of  plant 244-261 

extensions  and  betterments,  for 269-271 

refunding  of  obligations  and  payments  upon  lease 48-49 

reorganization  of  insolvent  corporations,  for,  limited 204-205 

stock  dividend,  for 54-55 

validation  of  unauthorized 48-49 

sale: 

at  par  value  244,  260,  270 

expense 212-215 

holding  companies,  to 263-271 

reports    261 

required  to  dissolve  combination  in  restraint  of  trade ....  186-194 

(See  also  Bonds;  Mortgages;  Notes;  Securities.) 

CAPITALIZATION: 

brokerage,  not  approved... 244,  24&-249,  254-255 

earning  power  as  basis  for,  not  approved 245,  250-251 

esUblishing  business,  cost  of 245,  255-257,  261 

going  value   245.  255-257,  261 

infiated: 

for     reorganization     of    insolvent     corporations,     not     aft- 
proved   204-205 
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CAPITALIZATION— Contlnncd : 

infl  ated — Con  tinu  ed : 

not  entitled  to  return  npon 201-202 

interest  RccHmulated  during  bankruptcy,  of,  not  approved 204-205 

junk,  of,  inclusion  of  duplicated  plant  in  valuation  for  bond  is- 
sue to  consolidate  properties  regarded  as 20}-202 

working  capital,  allowance  for 135,  144-145,  248 

-     5%  reproduction  cost,  new,  deemed  reasonable 135,  144 

(See    also    Bonds;    Financing;    Mortgages;    Notes;    Securities; 
Stoek.) 

CERTIFICATES: 

excess   charges,   showing,   given  pending   appeals   from   orders 

fixing  rates 2S4-28S 

public  convenience  and  necessity 203 

extension  of  lines  into  territory  not  completely  occupied  or 
not  adequately  served  by  existing  utility 207 

ipriorty  of  service,  and  reasonable  time  allowance  to  supply 
adequate   service 273-277 

reasonable  time  allowance  to  complete   project  for  which 
granted    206-208 

second  company  denied  admission  to  territory  when  not  re- 
quired by 262-263 

second  company  seeking  to  enter  territory  examined  as  to 
fulfillment  of  duly  in  territory  already  served 20&-207 

.second  company's  ability  to  give  adequate  service  at  a  less 
rate  than  existing  utility,  to  be  shown , 207 

CHANDLER,  OKLAHOMA: 

electric  light  and  power  rates  tor  occasional  service 295-299 

CIPHER: 

language,   defined    121-122 

messages  in  Japanese  language  transmitted  in,  rates 119^128 

CLASSIFICATION: 

rates,  two  classes  deemed  sufRcient 59 

CODE: 

language,  defined  121 

messages  in  Japanese  language,  transmitted  in,  rates 119-128 

COLLATERAL  SECURITY: 
bonds': 

loaned  tor  use  as,  replaced 14-17 

used    as    204-205 

COLLATERAL  UNDERTAKINGS: 

operating  expenses,  part  of,  chargeable  to 230 

refund  of  charges  in  excess  of  reduced  rates  for  service  giVcn 
by    195-201 

COMBINATIONS  IN  RESTRAINT  OF  TRADE: 

dissolution  by  sale  of  capital  stock  of  competitor 186-194 
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COHMISSIONS: 

bond  agents'  209.  2IS-2I9,  222,  224,  226,  228-229 

routing  of  messages .....4,  6,  8,  11-13,  107-108,  111 

COMMON  BATTERY  SYSTEM: 

rates,  farm-line  169-170,  183-184 

(See  also  Grounded  Line  System;  Metallic  Circuit  Sritem.) 

COMPETING  COMPANIES: 

consolidation    29-32,  201-202 

lines,  joint  use  of 187,  189,  191-19* 

physical  connection,   discrimination 105-106 

COMPETITION: 

considered  in  authorizing  issue  of  securities  for  reorganization 

of  insolvent  corporations   205 

superseded  by  regulation   262 

(See  also  Dual  System  of  Telephones.) 

CONDUITS: 

jointly-used,  supplied  by  municipality.... 129-130 

(See  also  Underground  Lines.) 

CONNECTING  COMPANIES.     (See  Physical  Connection.) 

CONSOLIDATION: 

advantages  arising  from,  excluded  from  valuation 290-291 

bond  isnte  for,  duplicaled  plant  eliminated  in  valuation  for.  .201-202 

competing  companies    29-32,  201-202 

exchanges,  automatic  and  manual 134-185 

parallel    connecting  lines,   approved    when , 29-32 

CONSTRUCTION: 

capitalization    2U-261 

considered  in  valuation  209,  212 

faulty,  underground  and  aerial  cable   construction   required  to 

eliminate    47-48 

franchise  preserved  by  certain,  within  city 208 

interest  during  ; .  .96,  135, 

209,  212,  216,  219.  222,  224,  226,  228-229,  248,  261 

provision  for  future,  a  saving  on  costs  of 135,  139,  145-14ti 

(See  Lines;  Plant.) 

CONTINGENCIES: 

allowance  for 96,  135.  228-229,  248,  261 

CONTRACTORS: 

profits,  allowance  for ISS 

CONTRACTS: 

exclusive: 

lines,  for  use  of,  not  approved 187,  189,  192-194 

terminals,  joint  use  of 187.  189,  192-194 

free  or  reduced  rate  service  for,  filed  for  approval 8-11 

""  I-       I 


FACE 

CONTRACTS— Continued : 

joint  use  of  poles 57 

rates,  fixing   230 

expiration,  rates  increased  to  standard  upon 35-37 

measure  of  rates  to  be  fixed,  taken  as 231 

subject   to  authority   of  commission 230-231 

reduced  rates  for  rights  of  way,  providing,  discriminatory.  ..195-201 

subscribers; 

aSected  by  commission  orders 279-280 

free  or  reduced  rate  service,  for,  filed  for  approval ...8-11 

yearly    167 

less  than,  cost  of  installation  paid  by  subscriber. .  167,  170,  184 

CORPORATIONS: 

insolvent,  issue  of  securities  for  reorganization  limited 204-205 

(See  also  Public  Utilities;  also  names  of  utilities.) 

COST: 

consolidation  of  automatic  and  manual  systems 163-164 

equipment,  of,  considered  in  fixing  rates 296,  29S 

establishing  business,  capitalized 245,  255-257.  261 

extension   of  lines: 

farm-lines    99-100 

offset  by  increased  revenues 90 

installation: 

of     equipment,     payment     by     subscribers     discrimination, 

when    287-289 

of  instruments,  paid  by  subscriber  when 167,  170,  IS4 

of  meters   290,  293 

paid  by  subscriber  when 231 

considered  in  valuation  of  property 209.  211-212, 

216-219.  224,  228-229 

defined    209,  216 

physical  connection,  making,  paid  how 106,  111 

plant,  per  telephone   147 

reproduction,  new: 

as  basis  for  rates 60 

considered  in  extending  lines 90,  96 

considered  in  valuation 209,  211-212,  216,  219-225,  228-229 

defined    ., 209 

minus  depreciation: 

accepted  as  present  value 209,  225-229 

as  basis  for  rates 134,  139-154,  161 

per   instrument    154-159  ' 

toll  message,  per  84-86 

toll  lines,  construction    100 

measure  of  value,  as 14ft  147,  220 

operating,  effect  of  salary  increases  upon 158-159 

(See  also  Expenses.) 
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COUNTY  SERVICE: 

rates   166 

DEAD  WIRES: 

utilization  of  91,  102 

DEBTS: 

floating,  interest  on 97,  98 

DEFINITIONS: 

bonds    U9-1S0 

cipher  language    121-122 

.  code  language  ^ 121 

original  cost  209,  216 

plain  UniTuage   121 

preferred  stock   ISO 

present  value    225 

reproduction  cost,  new 219 

stock    149-150 

preferred    150 

telephone  companies    71 

DEPRECIATION    62 

allowance  for 86,  111-112.  150-152,  1S6,  21S,  251,  255,  290-291 

considered  in  authorizing  issue  of  securities  for  reorganization 

ot  insolvent  corporations 205 

estimated  differently  for  targe  and  smaller  cities 140 

fund  used  for  extensions  and  betterments,  when  not  needed  for 

replacements    152 

rate 226 

14%  allowed  for  return,  and 113-115 

9%  on  reproduction  cost,  new,  for  maintenance  and 134-135, 

1S3-1S4,  162,  174 

1%  estimated  for,  in  determining  capitalization 258 

7.5%  on  investment  allowed 90,  96,  98-100 

6%.  average  allowance   135,  151-152 

10%  on  investment  allowed 298 

regulation  covered  by  allowance  for 151-152 

reports 185 

straight  line  method,  computed  by 225-226 

(See  also  Amortization.) 
DESK  TELEPHONES: 

rates   61 

same  as  wall  telephones,  should  be —  59,  62 

DEVELOPMENT: 

interest  during  244,  248-249 

losses  during 245,  255-257,  261 

DIRECTORIES: 

advertising,  revenue  from 173 

changes  upon  re-establishment  of  exchange  radius 40-41 

double  exchange  service  subscribers  listed  in 47 
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DISCOUNT: 

bond  2Sfli  2S8 

brokerage  included  with,  for  amortization..  .245,  248-249,  254-255 

payment  in  advance,  for 182 

prompt  payment,  for,  of  residence  rates 64 

sale  of  securities,  no  allowance  made  in  overhead  charges  for.-.  135 

DISCRIMINATION : 

leases  for  exclusive  use  of  lines  and  terminals  deemed 187,  189, 

192-194 
physical  connection,  between  competing  companies 105-106 

contracts  providing  for  redaction  for  rights  of  way 195-201 

elimination  by  increase  or  reduction S-U,  35-37 

stockholders  and  non-stoelchblders 111-112 

free: 

interchange  of  service 68-79 

toll,  to  farm-lines,  discontinued 90,  91,  94-96,  101,  103 

installation  cost  payment  by  subscribers  deemed,  when.  .287-289 
interstate  service,  in  favor  of 234-243  . 

DIVIDENDS: 

estimated  at  ?';(   in  determining  capitalization 258 

stock,  distributed  in  lieu  of  surplus  earnings  expended  for  ex- 
tensions and  betterments  54-55 

(See  also  Return  upon  Investment.) 

DOCTORS: 

residence  telephones  not  classified  as  business  telephones  when..     33 

DOUBLE  EXCHANGE  SERVICE: 

rates   42-t7 

toll,  not  to  be  charged  between  subscribers  to,  and  local 
subscribers  42-43.  47 

DUAL  SYSTEM  OF  TELEPHONES: 

unified  system  preferable  to 138-139 

DUPLICATION  OF  PLANT: 

burden,  permanent,  upon  public 262 

eliminated  in  valuation  of  consolidated  properties: 

tor  bond  issue 201-202 

for  rale  increase 134,  139,  146-147,  161 

EARNING  POWER: 

capitalization  based  upon,  not  approved 203-204,  245 

EARNINGS: 

gross,  of  telephone  companies,  smaller  than  of  other  utilities,  in 
proportion  to  investment 164 


D.gnzedbyGoOgIC 


SLKCTRtC  LIGHT  AND  POW&R  COMPANIES: 

certificate  of  public  convenience  'and  necessity  for  e 
to  territory  not  completely  occupied  or  adequately  served  by 
existing  utility   206-208 

estimated  in  determining  capitalization 258-259 

occasional  service,  for 295-299 

reduction  when  unreasonable 277-286 

valuation  for  capitalization 244<261 

EMPLOYEES: 

free  railway  transportation  to  telephone 66 

ENCANTO,  CALIFORNIA: 

incf ease  in  water  rates 230 

ENGINEERING: 

allowance  for.. 96,  135,  209,  216-217,  219,  222,  224-226,  22B-229,  248,  261 

ENSENORE,  NEW  YORK; 

telephone  in  railway  station,  discontinuance 38-39 

EQUIPUENT: 

cost,  considered  in  fixing  rates.. 296,  298 

installation  cost,  payment  by  new  subscribers,  discrimination.  .287-289 
(See  also  Instruments.) 

ESTABLISHING  BUSINESS: 

cost,  capitalization  245,  255-257,  261 

EVIDENCE: 

valuation  of  pTvperty  by  commission  deemed 280,  286 

EXCESS  MILEAGE: 

beyond  corporate  limits  of  city 170,  184 

EXCHANGE  OP  SERVICES.     (See  Interchange  of  Service.) 

EXCHANGE  RADIUS: 

change  not  approved 39-41 

extended   1-3 

EXCHANGES: 

adjoining,  intercommunication  between,  rates 33,  107 

rales: 

stations  166.  169-170,  176.  183-184 

trnok  lines 166.  169-170,  176,  183-184 

consolidation  134-185 

sale 1M3 

EXCLUSIVE  CONTRACTS: 

lines  and  terminals,  for  use  of,  not  approved 187,  18^.  192-194 

EXBTBR,  CALIFORNIA: 

lease  of  lines  4-8 
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EXPENSES: 

operating: 

chargeable  to  collateral   undertaking 230 

considered  in; 

extending;  lines  90,  96-98,  100-101 

fixing  rates.  .6(W1,  113-115,  134,  136,  154-159.  162,  174,  296,  298 

valuation  209.  212.  215.  228-229 

deductions  tor  toll  service 174 

estimated  in  determining  capitalization 258 

increased: 

by  consolidation   158 

per  telephone  with  number  of  subscribers 154-159 

per  telephone  156-159.  174 

reports  136,   185 

segregation  of  toll  and  exchange 184 

stocks  and  bonds,  sale  of 212-21S 

(See  also  Cost;  Earnings;  Revenues.) 

EXTENSION  BELLS: 

rates 87,  89 

EXTENSION  OF  LINES: 

certificate   for,  into   territory   not  completely  occupied    or    not 
adequately  served  by  existing  utility 206-208 

farm-lines    99-100 

offset  by  increased  revenues 90 

depreciation  fund,  made  from 152 

farm-lines    90-103 

lessor  to  make 4-S.  7 

stock  issu«  for .' 269-271 

EXTENSION  TELEPHONES: 

rates  87,  89.  166,  169-170,  183-184 

FACILITIES: 

rentals,  charged  how 273 

FARM-LINES: 

extensions    90-103 

cost    99-100 

investment  greater  than  for  exchange  service 167 

number  of  subscribers  limited 91,  103.  170,  184 

physical  connection  maintained  through 95 

rates  61,  63.  95.  107,  113,  115-116,  166,  169-170,  183-184 

toll  90.91,  94-95.  102-103 

service,  cost  distributed  to  business  men  to  lower  rates 167-168 

FINANCING: 

cost,  allowance  for: 

not  made  13S,  146 

6%  deemed  reasonable 146 

(See  also  Capitalization.) 
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FORT  HBYER,  VIRGINIA: 

physical  connection  and  interchange  of  service  with  government 
lines    117 

FRANCHISES: 

certiticates  to  exercise.    See  Certificates:  public  convenience  and 
necessity. 

location  of  lines,  appeals  from 80-83 

preservation  by  certain  work  within  city 208 

rates,  regulating: 

applicability    278 

future,  for,  conditional  on  installation  of  certain  number  of 

telephones    165 

reduction  not  required  when  only  2.952%  return  is  made.  .289-294 

service,  regulating 287-289 

valuation : 

at  cost   290-291 

not  allowed  in 135,  144,  146 

FRAUD: 

construction  of  telegrams  in  foreign  languages 119,  124-125 

FREE  SERVICE: 

advertising,   in   exchange  for 300 

allowed  in  specified  classes  of  cases 8-11 

contracts  for,  filed  for  approval 8-11 

railway    stations,    in,    discontinued 34 

railway,  to  telephone  employees "66 

statement  of  cases  in  which  furnished 8-11 

toll,  to  farm-lines,  discontinued 90-91.  94-96,  101.  103 

GAS  COMPANIES: 

rates,  unremunerative.  fixed  by  ordinance 289-294 

GEORGIA— RAILROAD  COMMISSION: 

reports  on  proportion   of  interstate  business   within   state,   re- 
quiring, not  wilhin   jurisdiction  of 20-22 

GOING  VALUE: 

allowance  for: 

not  approved  135.  143-144,  146 

7%    on    estimated    cost    of    development    deemed    reason- 
able   245.  255-257.  261 

GOOD  WILL: 

allowance  for: 

not  made  135,  144 

GOVERNMENT: 

lines,  physical  connection  and  interchange  of  service  with 117 

■ervice,  delay  of  interstate  railway  trains  carrying  mails 234-235, 

237-240 


GROSS  EARNINGS: 

telephone  companies,  of,  smaller  than  of  other  utilities,  in  pro- 
portion to  investment 164 

GROUNDED  LINE  SYSTEM: 

metallic  circuit  system  substituted  for 91.  102 

rates    95 

HAMILTON,  CANADA: 

telephone  and  telegraph  lines  placed  underground  in  certain  dis- 
tricts  129-133 

HEARINGS: 

rehearings  unnecessary  for  correction  or  modification  of  com- 
mission orders   277-280 

HIGHWAYS: 

streets  deemed,  for  location  of  lines 80-83 

HOLDING  COMPANIES: 

bonds  guaranteed  by   213 

purchase  of  capital  stock  of  other  corporations 263-271 

HYATTSVILLE,  MARYLAND: 

telegram  toll  service  substituted  for  telegraph  office 26-28 

IDAHO— PUBLIC  UTILITIES  COMMISSION: 

rate  schedules,  regulations  for 23-25 

IDLE  PLANT: 
'    inclusion  in  plant  value  for  fixing  rates 139,  145-146 

niADEQUATB  SERVICE.     (See  Service:  inadequate.) 
INCREASE.     (See  Rates;  Service.) 
INDIVIDUAL  BRANCH  EXCHANGES: 

rates  166,  169-170.  176,  183-184 

INJURIES: 

personal: 

report  to  commission,  required 19 

INSOLVENT  CORPORATIONS.     (See  Corporations.) 
INSTALLATION.     (See  Equipment;  Instruments;  Meters.) 

INSTRUMENTS: 

furnished  by  subscribers 114-llS 

installation  cost  paid  by  subscriber  when 167,  170,  184 

removal: 

allowance  for  charges  estimated  for  operating  expenses  per 

instrument    157 

to  other  localities,  charges  for 167,  170,  175 

(See  also  Equipment.) 

■INSURANCE: 

allowance  for  228-229,  248.  261 


...,..,  Ca>oj^1c 


PAGE 

INTERCHANGE  OF  SERVICE   17-18 

free,  unlawful    68-79 

govcmment   lines,   with 117 

newspapers  and  magazines,  with,  for 'advertising 300 

reduced  rates  for  66-£7 

INTEREST    215 

accumulated  during  bankruptcy,  capitalization  not  approved.. 204-205 

bonds,  on  : 2Sft  258 

payment,  rates  high' enough  for,  tendency  of  courts  to  award.  201 

construction  during   96,  135,  209,  212,  216-219.  222,  224, 

226,  228-229,  248,  261 

cost  of  land,  on,  during  period  of  acquisition 245,  251-252,  254 

debts,  floating,  on 97,  98 

development,  during   244,  248-249 

(S«e  also  Rate  of  Return.) 

INTBRFBRBHCB.     (See  Interstate  Commerce.) 

INTERSTATE  COMMERCE: 

interference  of  state  commerce  with 234-243 

reports  on  proportion  of  business  within  the  state  from  inter- 
state companies,  state  commission  cannot  require..'. 20-22 

INTER-ZONE  RATES  49-53,  17a  184 

INVESTMENT: 

farm-line,  greater  than   for  exchange  service 167 

JAMESTOWN,  RHODE  ISLAND: 

reduction  in  toll  rate  to  Newport 67 

JOINT  LINES: 

built  by  connecting  companies 99,  103 

JOINT  RATES: 

schedules,   regulations  for 24 

JOINT  USE  OF  POLES: 

by  telephone  and  electric  light  and  power  companies 56-57 

JUNK: 

capitalization  of,  inclusion  of  duplicated  plant  in  valuation  for 
bond  issue  to  consolidate  properties  regarded  as 201-2(S 

JURISDICTION: 

adequate  service  from  interstate  carrier  within  state,  requiring, 
within  commission's   ..-. 234-243 

dissolution  of  combinations  in  restraint  of  trade,  certain  matters 
connected  with,  within  commission's 187-194 

interstate    toll    rates    not    within    jurisdiction    of    state    com- 
mission     - 39-40 

mutual  companies  not  within  coiamission's 57-58 

for  authorization  to  make  physical  connection 56 

reports   on  proportion  of  interstate   business   within   state,   re- 
quiring, not  within  state  commission's 20-22 
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JURISDICTION— Continued: 

securities,  issue  of,  commission's  powers  regarding 232-233 

KERN  COUNTY,  CALIFORNIA:  _ 

certificate   to   exercise   franchise 203 

LAND: 

interest  on  cost  of,  during  period  of  acquisition 245,  251-252,  254 

market  value: 

accepted   in    valuation.... 209,    220-221 

as  basis  for  capitalization,  plus  certain  charges  for  acquisi- 
tion     244-245.  251-254 

promoter's  profits  in  connection  with 245,  250-251,  253-254 

valuation  for  capitalization  of  hydro-electric  company 244-254, 

257,  261 


exclusive,  lines  and  terminals,  for  use  of,  not  approved 187,  189, 

191-194 

approval   of    186-194 

financial  condition  of  lessee  considered   in  approving..  ..4-5,  7 

joint  use  of  187,  189,  191-194 

rentals    5 

payments  i^on,  stock  issues  for 48-49 

rental  estimated  upon   valuation,  made  subject  to  approval  of 

commission 189 

terminals,  joint  use  of 187,  189,  192-194 

LEGAL  EXPENSES: 

allowance  for 209,  216-217,  219,  222,  224-226,  228-229 

LIFE  OF  PLANT  139,  140 

LINCOLN,  NEBRASKA: 

rate  increase  following  consolidation  of  automatic  and  manual 
plants  in  the  Lincoln  zone 134-185 

LINES: 

extension: 

certificate    for,    into   territory    not   completely   occupied    or 
adequately  served  by  existing  utility 206-208 

farm-lines 99-100 

offset  by  increased  revenues 90 

depreciation  fund,  made  from 152 

farm-lines    90-103 

lessor  to  make 4-S,  7 

stock  issue  for 269-271 

government,  physical  connection  with 117 

joint  use  of 187,  189,  191-194 

joint  use  of  poles,  by  telephone  and  electric  light  and  power 
companies    56-57 


LINES— Contintwd : 

jointly  built  99,  103 

approval  of  186-194 

tinanctal  condition  of  lessee  considered  in  approving 4-5,  7 

rentals 5 

local,  control  by  one  agency  better  for  business 187,  191-192 

location  in  streets  and  highways  80-83 

maintenance  per  pole  mile 98,  100 

overloaded    90,  91.  93.  99,  100.  101.  102 

parallel,  consolidation   approved   when 29-32   ■ 

toll: 

additional,  to  relieve  overloaded  farm-lines 90-91,  94,  99-103 

cost  of  construction   100 

location  in  streets  and  highways 80-83 

rental    ; ' 86 

incoming,  raters  166,  169,  183 

private  branch   exchanges 166,    169^170,    176,    183-184 

underground: 

placing    80-82.    129-133 

to  eliminate  dangerous  wire  conditions 47-48 

(See  also  Party-Lines.) 

LOAD ISS 

as  factor  in  fixing  rates 282 

LOCKOUT  SYSTEM: 

rates,  farm-line  169-170,  183-184 


LOSSES: 

development,  during  24S,  2SS-2S7,  261 

regulation,  from,  covered  by  allowance  for  depreciation 151-152 

HAQAZIHES: 

free  service  to  employees  in  exchange  for  advertising 300 

HAILS: 

delay  of  interstate  railway  trains  carrying 234-23S,  237-240 

MAINTENANCE: 

allowance  of  9%  for  depreciation  and 134-135,  153-154,  162,  174 

pole  mile  per 98,   100 

reports    185 

station,  per  98,  100 

HALDEN,  WASHINGTON: 

rates  and   service    investigated 84-89 
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MANUAL  SYSTBHS: 

consolidation  with  automatic  systems 134,  157,  163-164,  176-180 

HAPS: 

showing  lines,  to  be  filed 211 

MARYLAND— PUBLIC  SERVICE  COMMISSION: 

jorisdiction  to  require  adequate  service  within  state 234-243 

powers  regarding  issue  of  securities 232-233 

MATERIALS: 

allowance  for  228,  248 

included  in  allowance  for  working  capital 135,  144-145 

transportation  of,  allowance  for 218,  223.  228-229 

MEASURED  SERVICE.     (See  Rates;  Service.) 

MESSAGES: 

comparison  of  calls  per  day   in   various  cities 168 

rates: 

inter-zone    .' UO,   184 

switching  service    6445 

routing: 

commiisions  4.  6.  8,  11-13,  107-108,  111 

paid  by  subscribers 84,  86,  88 

telegraph: 

delivery    : 27 

Japanese    language,    in,    rates    for    code,    cipher,    or    plain 
language   119,  128 

wireless  telegraph,  Trans- Atlantic,  transmission  by  land  lines..  118 

MESSENGER  SERVICE; 

rates  84,  85,  87,  89 

METALLIC  CIRCUIT  SYSTEM: 

rates    95 

substituted  for  grounded  line 91,  102 

METERS: 

installation: 

and  repair 290,   293 

cost  paid  by  subscriber  when 231 

(See  also  Rates.) 

MILEAGE: 

addition  to  local  exchange  rate  for  double  exchange  service.. .  .42-46 
beyond  corporate  limits  of  city 170,  184 

MILLVILLE,  NEW  JERSEY: 

certificate  to  exercise  franchise 262-263 


MINIMUM  CHARGE  230-231.  290.  294.  296-299 

MONOPOLY; 

advantages  arising  from,  excluded  from  valuation 290-291 
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IfORTGAGES: 

approval  of  247,  260 

IfUNICIPAL  CORPORATIONS: 

regulation  of  public  utilities,  lurrender  of  powers  to  comtnission,  195 

MUTUAL  COMPANIES: 

commissioD  jurisdiction,  not  within 57-58 

tor  authorization  to  make  physical  connection 56 

NEEDLES.  CALIFORNIA: 

sale  of  exchange    , 1 1-13 

NET  RATES.    (See  Rates.) 

NEW    JERSEY— BOARD    OF    PUBLIC    UTILITY    COMMIS- 
SIONERS: 

power  to  withhold  approval  of  franchises 262 

NEW  YORK.  N.  Y.: 

inter-zone  toll  rates,  reduction 49-53 

railway  commutation  rates,  increase 272-273 

NEWPORT,  RHODE  ISLAND: 

reduction  in  toll  rate  to  Jamestown 67 

NEWSPAPERS: 

free  service  to  employees  in  exchange  tor  advertising 300 

NIOHT  SERVICE: 

ahrm  bells 102 

NON-PAYMENT: 

penalties  for,  within  specified  time,  approved 113,  116 

NON-STOCKHOLDERS: 

discrimination  in  rates  between  stockholders  and 111-112 

NOTES: 

promissory,  issue   for  reorganization  of  insolvent  corporation. 
limited   204-205 

NOTICES: 

rate  schedules  changed  without  67 

NURSES: 

residence  telephones  not  classified  as  business  telephones  when.     33 

OBSOLESCENCE: 

greater  In  large  than  in  smaller  cities.... 140 

OCCUPATION  TAX  174 

OFFICES: 

telegraph: 

rzSway  stations,  in,  discontinued  and  telegram  toll  service 

substituted   26-28 

telegram  toU  service  substituted  for 26-28 

XZT 
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OHIO— PUBLIC  SERVICE  COMMISSION:  ""^^ 

jurisdiction,   no,  over   mutual    company 57-58 

for  authorization  to  make  physical  connection 56 

OKLAHOMA— CORPORATION  COMMISSION: 

orders,  violation,  <penalty  for,  rescinded  when 295 

OPERATING: 

expenses: 

chargeable  to  collateral  undertaking 230 

considered  in; 

extending  lines  ...90,  96-98,  100-101 

fixing  rates.  .60-61,  113-115.  134,  136,  154-159,  162,  174,  296,  298 

valuation  209,  212,  215,  228-229 

deductions  for  toll   service 174 

estimated  in  determining  capitalization 258 

increased: 

by  consolidation    158 

per  telephone  with  number  of  subscribers 154-159 

per  telephone  IS6-1S9,  174 

reports   136,  185 

segregation  of  toll  and  exchange 184 

ratio    298 

revenues: 

extending  lines  'Xt,  96-98,  101 

fixing  rates 6(W1,  I6T.  171-174,  298 

valuation  209,  :!12,  215,  228-229 

estimated  in  determining  capitalization 258-259 

per  telephone 156,   165.  173-174 

reports    136,   185 

(See  also  Service.) 

ORDERS: 

errors  corrected  how 277-280 

modlRed  how  279-280 

review  by  courts   278 

stock  and  bond  issues,  authorizing,  certified  copies  entered  upon 

records   of   corporations    261 

violation,   penalty   for,   rescinded   when 295 

ORDINANCES: 

rates,  regulating: 

changed  in  part  by  commission 290 

reduction  by,  of  existing  rates  not  upheld  when  return  is 

only  2.952%    289-294 

wholesale  rates    230 

(See  also  Franchises.) 

ORGANIZATION: 

allowance  tor   135,  248,  261 

considered  in  valuation  209,  212 

(See  also  Reorganization.) 
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ORIGINAL  COST.     (See  Cost:  original.) 

OSSBO,  WISCONSIN: 

rale  increase  for  stockholders 


OVERCHARGES: 

certificate  showing,  given  pending  appeals   from  orders   fitting 

OVERHEAD  CHARGES: 

allowance  for  248,  257 

17.2%  of  reproduction  cost,  new,  deemed  reasonable..  135,  141-142 

12%    96 

commissions,  bond  agents' 209,  215-219,  222,  224.  226,  228-229 

contingencies 135,  228-229,  248,  261 

contractors'  profits  135 

engineering 135.  209,  216-217,219,222,224-226,228-229,  248.  281 

financing,  cost  of,  allowance  for: 

not  made  135,  146 

6%  deemed  reasonable   146 

insurance  228-229,  248,  261 

interest  during  construction 96,  135, 

209,  212,  216-219.  222.  224,  226.  228-229,  248.  261 

legal  e^cpenses 209,  216-217,  219,  222,  224-226.  228-229 

organization  135,  248,  261 

taxation    248,  261 

OVERHEAD  LINES: 

placing  underground 80-82,  129-133 

OVERLOADED  LINES  90,  91,  93,  99-102 

OWASCO  LAKE,  NEW  YORK: 

telephone  in  railway  station,  discontinuance 38-39 

PARALLEL  LINES: 

consolidation  approved  when   .^,...29-32 

PARTIES: 

proceedings,    to,    commission    has 

PARTY-LINES: 

limit  for  telephones  on 91,   103,   170,  184 

rates  87,  89,  166,  169-170,  181-184 

residence    95 

same  as  direct  lines 62 

PAY  STATIONS: 
rales: 

inter-zone,  higher  than  subscribers'  rates 50-51,  S3 

PAYMENT  IN  ADVANCE: 

discount  for  1^ 
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PENALTIES: 

non-payment,  within  specified  time,  approved 113,  116 

orders,  violation  of,  penalty  for,  rescinded  when 29S 

PBK50NAL  INJURIES: 

report   to  commission,  required 19 

PHOENIX,  ARIZONA: 

exchange  radios  extended 1-3 

PHYSICAL  CONHECTION: 

cost  of  making,  paid  how 106,  111 

discrimination  between  conq>eting  companies 105-106 

farm-lines,  maintained  through 95 

government  lines,   with   117 

made  through  lines  of  another  connecting  company 105,  108-110 

mutual    companies   not   within   juris  die  I  ion    of  commission    for 

authorization  to  make 56 

required  when    72 

revenues,  division  of,  between  connecting  companies 91,  103 

toll  service,  for  105-111 

(See  also  Switching  Service.) 

PHYSICIANS: 

residence  telephones  not  classified  as  business  telephones  when..     33 

PLAIN  LANOUAOB: 

defined    121 

telegrams    in    Japanese    language    in,    transmission    at    code- 
language  rates 119-128 

PLANS: 

underground  and  aerial  cable  construction 
dangerous  wire  conditions,  to  be  filed.. 

PLANT: 

abandoned: 

accounts    184 

excluded  from  valuation  149 

construction,  capitalization    244-261 

cost  per  telephone 147 

duplication: 

burden,  ipermanent,  upon  public 262 

eliminated  in  valuation  of  consolidated  properties: 

for  bond  issue 201-202 

for  rates  134,  139,  146-147,  161 

idle,  inclusion  in  plant  value  for  fixing  rates 139,  145-146 

life    139.   140 

unused,  excluded  from  valuation  in  estimating  return 290,  293 

(See  also  Lines.) 

POLES: 

distributing,  location  in  rear 129,  131,  133 

joint    use,    by    telephone    and    electric    light    and    power    com- 
panies     56-57 


POLES— Coatiiuied: 

location  in  streets  and  highways 80-83 

removal  from  streets   129-133 

single  line  in  street 80^ 

PREPBRRBD  STOCK.     (See  Stock.) 

PRESENT  VALUE: 

as  basis  for  rates 134,  139-154.  161 

considered  in: 

extension  of  lines 90,  96 

.     valuation  209,  211-212,  216,  22S-229 

defined   225 

percentage  of  reproduction  cost,  new 225-226.  228-229 

accepted  as  209,  225-229 

PRIVATE  BRANCH  EXCHANGES: 

rates: 

stations  166,  169-170,  176,  183-184 

trunk  lines  166,  169-170.  1?6.  183-184 

PRIVATE  LINES: 

rates  169,  183 

PROFITS: 

contractors',  allowance  for 135 

promoters'  244-245.  248-249,  253-254 

PROMISSORY  NOTES; 

issue  for  reorganization  of  insolvent  corporations,  limited 204-205 

PROMOTERS: 

profits  244-245,  248-249,  2S3-2S4 

PROMOTION: 

expenses    214-215 

PROPERTY: 

sale  of: 

authorized  by  commission   1 1-13 

payment  partly  from  bond  issue  and  partly  from  surplus 

when  plant  duplication  exists 201-2IS 

See  also  Consolidation. 

PUBLIC  CONVENIENCE  AND  NECESSITY: 

certificate   203 

extension  of  lines  into  territory  not  completely  occupied  or 

not  adequately  served  by  existing  utility 207-206 

priority  of  service,  and  reasonable  time  allowance  to  stipply 

adequate  service  273-277 

reasonable  time  allowance  to  complete   project  Tor  which 

granted    206-208 

second    company   denied  admission    to   territory   when   not 

required  by    262-263 
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PUBLIC  CONVENIENCE  AND  NECESSITY— Continued: 

c  e  rt  ifi  ca  t  e— C  on  tin  u  ed : 

second  company  seeking  to  enter   territory  examined  as  to 

fulfillment  of  duty  in  territory  already  served 206-207 

second  company's  ability  to  give  adequate  service  at  a  less 
rate  than  existing  utility,  to  be  shown 207 

PUBLIC  UTILITIES: 

regulation  by  municipal  corporations,   surrender  of  powers   to 


PUBLICATION: 

rate  schedules  changed  without 67 

RADIUS  FOR  SERVICE: 

exchange: 

change  not  approved  39-41 

extended  -...l-S 

RAILWAYS: 

adequate  service  required  from  interstate,  within  state 234-243 

dissolution  of  combination  in  restraint  of  trade 186-194 

free  transportation  to  telephone  employees 66 

interchange  of  service  with  newspapers  and  magazines,  for  ad- 
vertising      300 

rates,  increase  in  commntation   272-273 

stations: 

free  service  in,  discontinued   34 

telegraph  offices,  in,   telegram   toll  service  substituted  for, 

upon  discontinuance  26-28 

telephones  in,  discontinuance  not  approved 38-39 

RATE  OF  RETURN: 

8%  on  fair  valu«  allowed  , 84.  8fr^7 

14%  allowed  for  depreciation  and  113-115 

7%  upon  present  value  allowed  134,  136,  159-162,  174 

7.5%   on    investment    90.  96.  98-100 

67"  deemed  the  minimum   160-161 

10,2%    on   investment   allowed    296,298 

12.9%    for   interest,    reserves   and   return    S9,  ffi 

2.952%  vale  redirction   required  by  ordinance  not  upheld  when 

earnings  are  only 289-291.  293 

(See  also  Dividends;  Return  upon  Investment.) 

RATES    107 

additional,  for  certain   toll  service  107 

adequate,  payment  of  bond  interest,  for 201 

automatic  system  166,  169-170,  181-184 

basis  in  fixing; 

mileage,  addition  to  local  exchange  ratr-  for  double  exchange 

service    42-46 

branch  exchanges: 

stations  166,  169-170,  176,  183-184 

trunk  lines  -. 166.  169-170.  176,  183-184 


RATE&-Continii«d: 

business 61,  63,  87,  89.  95.  113,  115-116,  166-167,  169-170,  181-183 

double  exchange  service,  for 45-46 

extension  telephones  166,  169-170,  183-184 

party-lines    87,  89.  166,  169-170,   181-183 

double  exchange  service,   for    45-46 

reduction    104-105 

aniform  for  various  kinds  of  business    59,62 

change  without  statutory  publication  or  notice 67 

cipher,    for    transmission    of    telegrams    in    Japanese    language 

in    119-128 

classification,   two   classes   deemed   sufficient    59 

code,  for  transmission  of  telegrams  in  Japanese  language  in.  .119-128 

common  battery   system   for   farm-lines    169-170.  183-184 

comparison  of  various  cities   167,  180-182 


allowed  in   specified  classes  of  cases    8-11 

consolidation,  upon  134-185 

contract,  fixed  by   230 

increased   upon  expiration   of   35-37 

measure   of  rates   to  be   fixed   taken  as 231 

subject  to  authority  of  commission   230-231 

county    service 166 

desk  telephones    61 

same  as  wall  telephones,  should  be 59,  62 

deviations ; 

from  schedule,  allowed  in  specified  classes  of  cases 8-11 

discount  for  prompt  payment    64 

discrimination : 

contracts  providing  for  reduction  for  rights  of  way 195-201 

elimination  by  increase  or  reduction  8-11,  35-37 

stockholders    and    non-stockholders    111-112 

doctors: 

residence  telephones  not   classified  as   business   telephones 

when    33 

double  exchange  service 42-46 

toll,  not  to  be  charged  between  subscribers  to,  and  local 

subscribers    42-43,  47 

exchanges  adjoining,  intercommunication  between 33,  107 

existing,  presumed  reasonable  .....' 272 

extension  bells 87,  89 

extension  telephones  87,  89 

farm-line   61,  63,  95.  107,  113.  115-116,  166.  169-170,  183-184 

toll    90,  91,  94-95,  103 

franchise : 

fixed  byi 

future,  for,  conditional  on  installation  of  certain  number 

of  telephones    165 

reduction    not    required    wrhen    only    2.952%    return    )9 
made 289-294 

regulation  by,  applicability   278 
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RATES — Continned : 

grounded-line    system    9S 

inadequate,  Cor  operating  expenses  and  depreciation  111-112 


allowed   when   un remunerative    230 

conditional  on  installation  of  certain  number  of  telephones, 

franchise  providing  for 165 

consolidation,  upon  134-185 

continuous  service,  for 84,  87,  89 

effect  on  service   272-273 

eliminaiion  of  discrimination  by  reduction  or 8-11,  111-112 

extension  of  plant,  with  156,  165 

reasonableness,  burden  of  proof  on  carrier  to  show ^72 

switching    service    64-65 

toll  103-104 

unwarranted,  when  net  income  of  12.9%  on  investment  is 

earned   59-63 

individual  branch  exchanges  166,  169^170,  176,  183-184 

interchange   of  service    17-18 

reduction  for   66-67 

inter-zone  170,  184 

toll,  reduction   49-53 

joint   schedules,   regulations   for    24 

less  than  scheduled   8-11 

load,  as  factor  in  fixing  282 

lockout  system  169-170,  183-184 

low: 

demanded  by  public  policy  272 

not  sufficient  reason  for  granting  certificate  of  public  con- 
venience and  necessity  to  aecmd  company   206-206 

measured  service  181-182 

disadvantages    .. .' 162-163 

message: 

inter-zone    , 170,  184 

switching  service   64-65 

messenger  service   84,  86,  87,  89 

metallic  circuit  system 95 

metered  service; 

electric  companies  297-299 

gas  companies  290^  294 

water  companies    230-231 

mileage,  additional  to  local  exchange  rate  for  double  exchange 

service    , 42-46    ' 

minimum    charge    230-231,290,294,296-299 

net    282-283 

.  nurses,  residence  telephones  not  classified  as  business  telephones 

when  33 

occasional  service,  for  295-299 

ordinances,  fixed  by: 

reduction  of  existing  rates  not  iq>hetd  when  return  is  only 
2.952%    289-294 
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KATICS — Continaed: 

ordinances,  fixed  by — Continued: 

wholesale 230 

overcharges,  certificates  showing,  given  pending  appeals  from 

orders  fixing  rates  . . . . ; 284-285 

party-tine: 

doable  exchange  service,  for 45-46 

same  as  direct  line   62 

pay  station : 

inter-zone,  higher  than  subscribers'  rates 50-51,  53 

payment  in  advance    182 

physicians: 

residence   telephones   not   classtEed   as  business   telephones 

private   line    instmments    169,  183 

readtness-to-serve  chargre 162,  295-297,  299 

reasonable: 

existing  presumed  272 

reduction : 

.allowed  in  specified  classes  of  cases  8-11 

business    ; 104-105 

dependent  i^on  reduction  of  wholesale  rates  280-286 

elimination  of  variations  in  rates  by  increase  or 8-11 

inter-zone   toll    r 49-53 

required    by    ordinance    not    upheld    when    return    is    only 

2.952%    .* 289-294 

rights  of  way,  for: 

and  interchange  of  service,  for  66^7 

deemed  discrimination  195-201 

when  unreasonable  277-286 

residence   61.63,  87,  89,  95,  166,  169-170,  181-184 

discoant  for  prompt  payment  64 

double   exchange   service,   for    45-46 

extension   telephones   166,  169-170.  183-184 

party-lines  87,  89,  95,  166,  169-17^  181-184 

double  exchange  service,  for 45-46 

rights  of  way,  reduction  in  exchange  for 66-67,  195-201 

schedules: 

change  without  statutory  publication  and  notice 67 

less  than   8-11 

part  of,  fixed  by  ordinance,  changed  by  commission 290 

regulations  for • 23-25 

■elective    ringing    lines    95 

standard,  increase  to,  upon  expiration  of  contracts 35-37 

stations,  branch  exchange  166,  169-170,  176,  183-184 

stockholders,  to,  assessments  discontinued  upon  establishment 
of   113-116 

switching    ,.■, 61 

maximum    72,  74-75,  79 

lier  message 64-65 

toll  109-110 

change  without  statutory  publication  and  notice 67 

nnlll  "'""""  " t>'" 


RATES— Condiiued : 
toll — CoDtinued : 

double  exchange  service  subscribers  and  local  subscribers, 

not  to  be  charged  between 42-43,  47 

farm-lines,  to 90,91,94-95,102-103 

increase    103-lM 

interstat«,  not  within  jurisdiction  of  state  commission 39-40 

inter-zone   170,  184 

reduction   49-53 

trunk  lines: 

branch   exchanges    166,  169-ITO,  176.  183.184 

incoming 166,  169,  183 

uniform,  for  various  kinds  of  business 59,  62 

unreasonable,    reduction    277-286 

unremunerative,  increase  allowed,  when 230 

valuation    of   property   as   basis    in    fixing.     See    Valuation    of 

Prt^erty. 
wholesale,  reduction  in  retail  rates  dependent   upon  reduction 

in    280-286 

sones    166,  169-170,  181-184 

double  exchange  service,  for 42,  45-46 

inter-zone    49-53,  170,  184 

Electric  Light  and  Power  Companiee  282-283 

break  down  service    ^ 295-299 

estimated  in    determining  capitalization    258-259 

occasional,  service,  for 295-299 

reduction: 

dependent  upon  reduction  in  wholesale  rates 280-286 

when  unreasonable  277-286 

Gaa  Companiea: 
unremunerative,  fixed  by  ordinance  289-294 

commutation,  increase  272-273 

Telegraph  Companies: 

messages  in  Japanese  language  in  code,   cipher,  or  plain  lan- 
guage   1 19-128 

Water  Companiea: 

increase,  allowed  when  unremunerative   230 

metered   water   service    230-231 

(See  also  Commissions.) 

RATIO,    OPERATING 298 

READINESS-TO-SERVE  CHARGE   162,  295-297,  299 

e  accepted  in  valuation 209,  220-221 

REDUCTION.     (See  Rates.) 
REFUNDS: 

certificates  showing  excess  charge.^  given  pending  appeals  from 

orders  fixing  rates    284-285 

rates  collected  in  excess  of  reduced  rates  for  rights  of  way. .195-201 


REGULATION:  ""^ 

competitioD    superseded    by    262 

losses  from,  covered  by  allowance  for  depreciation 151-152 

REHEARINOS: 

unnecessary    for    correction    or     modification    of    commission 
orders  277-280 

REMOVAL  OF  INSTRUMENTS: 

allowance   for    charges   estimated   for    operating    expenses   per 

instrument   157 

to  other  localities,  charges  for 167,  170,  175 

RENTALS: 

facilities,   for,  charged  how 273 

lease    of    lines    S 

estimated  upon  valuation  subject  to  approval  of  commission.  189 
toll    lines    86 

REORGANIZATION: 

insolvent  corporations,  issue  of  securities  limited 204-205 

REPAIRS: 

lessor  to  make    '. 5,  7 

meters,  to  290,  293 

REPLACEMENTS: 

depreciation  fund,  made  from 152 

REPORTS: 

accidents 19 

bonds,  sale  of   261 

interstate  commerce,  state  commission  cannot  require   reports 

from    interstate    carriers    on    proportion    of    business    within 

■  BUte  20-22 

operating  revenues  and  expenses,    especially   maintenance   and 

depreciation    185 

operating    "troubles"    185 

service,  free,  statement  of  cases  in  which  furnished  8-11 

stock,  sale  of  55,  261 

subscribers'    stations    185 

REPRODUCTION  COST,  NEW: 

is  basis  for  rates   60 

considered  in: 

extension  of  lines 90,  96 

valuation    209,  211-212,  216,  219-225,  228-229 

defined    209,  219 

minus  depreciation; 

accepted  as  present  value  209,  225-229 

M  basis  for  rates  134,  139-154,  161 

RESIDENCE  RATES.    (See  Rates.) 
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RETURN  UPON  INVESTMENT: 

rate: 

8%  on  fair  value  allowed 84,  86^? 

14%  allowed  for  depreciation  and 113-115 

1%  upon  present  value  allowed 134,  136.  159-162,  174 

7.5%  deemed  sufficient  90,  96,  98-100 

6%  deemed  the  minimum 160-161 

10.2%  on  investment  allowed  296,  298 

125%  for  interest,  reserves  and 59,  62 

2.952%,  rate  reduction  required  .by  ordinance  not  upheld  when 
earntngs  are  only  289-291,  293 

(See  also  Dividends.)  ' 

REVENUES: 

advertising  In  directories 173 

operating; 

considered  in: 

extending  lines  90,  96-98,  101,  298 

fixing  rates   6(M1,  161,   171-174 

valuation    209,  212,  215,  228-229 

estimated  in   determining   capitalization 258-259 

per  telephone   156,  165.  173-174 

reports    : 136,  185 

toll  from  line  jointly  built,  division  of.  between  companies 91,  103 

(See  also  Earnings.) 

RIGHTS  OF  WAY: 

cost  of  obtaining  247 

cost  of  securing: 

considered  in  valuation  of  property 217-221,  223,  228-229 

original  cost  and  reproduction  cost  compared 220-221 

reduced  rate  service  in  exchange  for 66-67 

deemed   discrimination    195-201 

secured  by  city 129,  131,  133 


ROUTING  OF  MESSAGES: 

commissions  4.  6,  8.  11-13,  107-108,  Ul 

paid  by  subscribers 84,  86,  88 

RUPERT,  VERMONT: 

toll  rates  to  Salem,  New  York  .39-40 


SALARIES: 

increases  upon  consoHdation,  effect  upon  unit  operating  costs, IS8-1S9 

SALE  OF  PROPERTY: 

authorized   by   commission    11-13 

payment  partly  from  bond  issue  and  partly  from  surplus  when 

plant  duplication  exists  201-202 

(See  also  Consolidation.) 
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SALBH,  HEW  YORK: 

exchange  area  39-41 

toll  charges  to  Shushan,  N.  Y.,  and  Rupert,  Vt /.. 39-41 

SALVAGE: 

■Howance  for,  percentage 226 

deducted  from  depreciation  62 

SAN  FERNANDO,  CALIFORNIA: 

certificate  to  exercise  franchise    203 

SAN  JOAQUIN  COUNTY,  CALIFORNIA: 

certificate  to  exercise  franchise  206-208 

SECURITIES: 

collatera],  bonds  used  as 204-205 

replaced    14-17 

issue,  powers  of  commisBton  resarding  232-233 

SfiGR£OATlON  OP  ACCOUNTS: 

toll  and  exchange  operating  expenses 184 

BBI^GTIVE  RINGING  95 

SERVICE: 

adequate,  from  interstate  carrier  witbin  state.. 234-243 

automatic  systems 16C^  176-180 

comparison  of  various  cities  178-179 

continuoas,  rate  increase  for 84,  87,  89 

installation: 

of  equipment,  payment    by   subscribers,   discrimination 

when   287.  288 

of  instruments,  paid  by  subscriber  when 14?,  170,  184 

of  meters  290i  293 

paid  by  subscriber  when 231 

per  instrument    154-1S9 

toll  message,  per  84,  86 

discontinued  in  railway  stations,  not  approved 38-39 

discrimination: 
free: 

interchange  between  companies  68-79 

installation  cost,  payment  by  subscribers  deemed,  when.  .287-289 

intcrsute   service,    in    favof  of 234-243 

toll,  tree  to  farm-lines 90-91,  94-96,  101,  103 

farm-line,  cost  of,  distributed  to  business  men  lo  lower  rates. 167-168 
free: 

advertising,  in  exchange  for  300 

allowed  in  specified  classes  of  cases 8-11 

contracts    for,    filed   tor    approval    8-11 

interchange  between  con^anies,  unlawful 68-79 

railway  stations,  in,  discontinued    34 

railway,  to  telephone  employees  66 

statement  of  cases  in  which  furnished 8-11 
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SERVICE—Continiied: 

free — Continued ; 

toll,  to  farm-lines,  discontinaed 90-91,  SM-96,  101,  103 

government,  delay  of  interstate  railway  trains  carrying  mails. 234-235, 

237-240 

inadequate,  extension  of  lines  required  when '. 90-103 

interchange  between  companies 17-ltj 

free,  unlawful    68-79 

newspapers  and  magazines,  with,  for  advertising 300 

reduced  rate  service  for €6-67 

interchange  of,  with  government  lines 117 

interstate,  interference  of  state  with  234-243 

local,  interference  with  interstate  service   234-243 

magazines,  employeesof,  free  to,  in  exchange  for  advertising...  300 

measured,  disadvantages 162-163 

messages: 

comparison  of  calls  per  day  in  various  cities 168 

routing,  commissions  4,  6,  8,  11-13,  107-108,  HI 

paid  by  subscribers  84,  86,  88 

wireless    telegraph.    Trans- At  Ian  tic,    transmission    by    land 
lines  118 

newspapers,  employees  of,  free  to,  in  exchange  for  advertising..  300 

radius  for,  exchange: 

change  not  approved  39-41 

extended 1-3 

readiness-to-givc  charge  295-297,  299 

reduced  rate.    See  Rates:  reduction, 

refusal  to  give,  to  subscribers  who  do  not  pay  installation  cost, 
diacrimination  when  287-289 

regulation: 

by  municipal  franchise ,287-289 

of  local  service  of  interstate  carrier  by  sUte 234-243 

routing  of  messages,  commissions 4,  6,  8,  11-13,  107-108,  111 

paid  by  subscribers 84,  86,  88 

Sunday,  not  required 91,  102 

toll: 

cost  per  message 84,  86 

free,  to  farm-lines,  discontinued 90-91,  94-96,  101,  103 

trouble: 

investigations   in  automatic   systems 176-180 

reports  of    1S5 

value  42,  44-45 

Railwaya: 

adequate,  required  from  interstate  railways  within  state 234-243 

Telegraph  Companies: 

wireless  messages,  Trans-Atlantic,  transmission  by 118 

Water  Companies: 

metered,  optional 230-231 

SHUSHAN,  NEW  YORK: 

toll  rates  to  Salem,  New  York 39-41 
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SOLVAY,  NEW  YORK: 

rates  for  combination  service  with  Syracuse 42-47 

SPECIFICATIONS: 

joint  use  of  poles,  included  in  contract  for 57 

underground  and  aerial  cable  construction  proposed  to  eliminate 
dangerous  wire  conditions,  to  be  Bled 47-^ 

STATIONS: 

branch  exchange,  rates 166,  169-170,  176,  183-184 

railway: 

free  service  in,  discontinued 34 

telegraph  offices  in  telegram  toll  service  substituted  for. .26-28 

telephones  in,  discontinuance  not  approved 38-39 

STOCK: 
capital: 

considered,  not,  in  valuation 149-150 

issve: 

acquisition  of  property  203-204 

construction  and  financing  of  plant 244-261 

extensions   and   betterments,   for 269-271 

powers  of  commission  regarding 232-233 

refunding  of  obligations  and  payments  upon  lease..  ..48-49 
reorganization  of  insolvent  corporations,  for,  limited.  .204-205 

stock  dividend,  for 54-55 

validation  of  unauthorieed 48-49 

preferred,  defined   ISO 

sale: 

at  par  value 244,  260,  270 

expense    212-215 

holding  companies,  to 263-271 

reports    261 

required  to  dissolve  combination  in  restraint  of  trade. 186-lM 

considered  in  valuation 209,  212 

defined    149-150 

dividends,  distributed  in  lieu  of  surplus  earnings  expended  for 
extensions  and  betterments 54-55 

STOCKHOLDERS: 

assessments,  rates  substituted  for 113-116 

discrimination  in  rates  between  non-stockholders  and 111-112 

STOCKTON.  CALIFORNIA: 

certificate  to  exercise  franchise '.206-206 

STRAIGHT  LINE  UETHOD: 

depreciation,  computed  by 225-226 

STREETS: 

highways,  deemed,  tor  location  of  lines 80-83 


SUBSCRIBERS: 

contracts: 

affected  by  commission  orders 279-280 


SUBSCRIBERS— Continued:  ***** 

contracts — Continued : 

yearly    167 

less  than,  cost  of  installation  paid  by  subscriber . .  167,  170,  184 
cost  of  installing: 

equtpment,  payment  by,  dtscrimi nation   when 287-289 

instruments,  paid  by,  when ^ 167,  170,  184 

meters,  cost  paid  by,  when 231 

instrame«t9,  owning   114-115 

number  limited  on  farm-lines 91,  103,  170,  184 

reports  of  number  of  various  classes 185 

SUNDAY  SERVICB: 

required,  not  91.  102 

SUPPLIES: 

allowance  for  228,  248 

included  in  allowance  for  working  capital 135,  144-145 

SURPLUS: 

duplicated  plant  of  consolidating  companies  paid  for  out  of,. 201-202 

SWITCHING  SERVICE: 

rates ■. 61 

maxtmum  72.  74-7S,  79 

per  message  64-65 

(See  also  Interchange  of  Service.) 

SYRACUSE,  NEW  YORK: 

rates  for  combination  service  between  Solvay  and 42-47 

TAXATION    174 

allowance  for ,....215,  228-229.  248.  261 

included  in  operating  expenses 61,  97,  98 

occupation    tax    174 

TELEGRAM  TOLL  SERVICE: 

substituted  for  telegraph  office 26-28 

TELEGRAMS: 

fraud  in  constructing,  in  foreign  language 119,  124-125 

Japanese     language,     in,     rates     for     code,     cipher,     or     plain 
language    119-128 

TELEGRAPH  COMPANIES: 

messages  in  Japanese  language,  rates  for  code,  cipher,  or  plain 

language    119-128 

offices  in  railway  stations,  telegram  toll  service  substituted  for.. 26-28 

TELEPHONE  COMPANIES: 

defined    71 

interstate,  state  commission  cannot  require  reports  on  propor- 
tion of  business  within  state 20-22 

TERMINALS: 

joint  use  of 187.  189.  192-194 
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FAQS 

TOLEDO.  OHIO: 

nnremuDcrative  rates  for  gas  fixed  by  orttioaiice 289-294 

TOLLS; 

lines: 

additional,  to  relieve  overloaded  farm-tines 90-91,  94,  99-103 

cost  of  construction 100 

locatioD  in  streets  and  bigbwajrs 80-83 

rental   86 

property  jointly  used,  eliminated  in  valuation  of  property  as 
basis  for  exchange  rates . . : 134,  146,  161 

revenues,  division  of,  between  connecting  companies 91,  103 

TRANSPORTATION: 

material,  allowance  (or 218,  223,  228-229 

TROCUBLS.    (See  Service.) 

TRUMK  LINES: 

iiicoming,  rates 166,  169,  183 

private  brmnch  exchanges 166,  16(M70^  176,  183-184 

UNDERGROUND  LINES: 

placing  aerial  lines  underground 80-82.  12^133 

to  eliminate  dangerous  wire  coaditions 47-48 

UNIT  COSTS: 

measure  of  value,  as 140,  147.  220 

operating,  effect  of  salary  increases  upon 158-159 

UNUSED  PLANT: 

exelnded  from  valuation  in  estimating  return 290,  293 

VALUATION  OF  PROPERTY  208-229 

as  basis  for: 

c«ritaIiaUon  mS-3M.  224-261 

fixing  rates  86,  289-293 

bonds  considered  in 209,  212,  214-215 

not  considered    149-150 

capitaHzation,  for  203-204,  244-261 

considered  in: 

extending  lines  90,  96-98 

fixing  rates  113-114 

consolidation,  advantages  arising  from,  excluded  from 290-291 

constniction  considered  in 209,  212 

defense  of  '. 147-149 

determined  for  rate-fixing  not  deemed  res  adjudicata  but  con- 
sidered as  evidence 280,  286 

elements  included 209,  211-212,  244,  249-2S0 

franduses: 

cost  of  obtaining 290,  291 

not  allowed  in 135,  144,  146 

going  value: 

allowance  for,  not  approved 135,  143-144,  146 
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VALUATION  OF  PROPEKTY— Continiied: 

going  value — Continued: 

Tfo  on  estimated   cost  of  development  deemed   reasonable 

24S,  255-257.  261 

good  will,  no  allowance  for 135,  144 

interest  during  development 244,  248-249 

Und: 

for  capitalization  of  hydro- electric  company 244-254,  257,  261 

market  value: 

accepted  in  209,  220-221 

as  basis  for  capitalization,  plus  certain  charges  for  ac- 
quisition  244-245,  251-254 

materisls: 

allowance  for 228.  248 

included  in  allowance  for  working  capital 135,  144-145 

transportation 218,  223,  228-229 

monopoly,  advantages  arising  from,  excluded  from 290-291 

operating  expenses  and  revenues  considered  in.. 209,  212,  215,  228-229 

organization,  considered  in 209,  212 

original  cost  considered  in 209,  211-212.  216-219,  224,  228-229 

overhead  charges  248,  257 

allowance  for: 

17.2%    of    reproduction    cost,    new.    deemed    reasonable 

135,  141-142 

Xlfo    96 

commissions,  bond  agents'.. .  .209.  215-219,  222.  224,  226,  228-229 

contingencies       135,  228-229,  248,  261 

contractors'  profits    135 

engineering  ..135,  209,  216-217,  219,  222,  224-226,  228-229,  248,  261 
financing,  cost  of,  allow.ance  tor: 

not  made  1 35,  146 

6%  deemed  reasonable   146 

228-229,  248.  261 

t  during  construction   96,   135, 

209,  212.  216-219.  222.  224,  226.  228-229,  248,  261 

legal  expenses 209.  216-217.  219.  222,  224-226,  228-229 

organization    135,  248,  261 

considered  in  209,  212 

taxation   248,  261 

present  value; 

as  basis  for  rates 134,  139-154,  161 

considered  in  209,  211-216,  225-229 

extension  of  lines 90,  96 

defined    225 

percentage  of  reproduction  cost,  new 225-226,  228-229 

reproduction     cost,     new,     minus     depreciation,     accepted 

as  209,  225-229 

promoter's  profits  244-245,  248-249.  253-254 

promotion,  expenses  214-215 

real  estate,  present  or  maritet  value  accepted  in 209,  220-221 

reproduction  cost,  new: 

aa  basis  for  rates 60 
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VALUATION  OF  PROPERTY— Continued: 

reproduction  cost,  new — Continued: 

considered  in 209,  211-212,  216,  219-225,  228-229 

extension  of  lines 90,  96 

defined    209.  219 

minns  depreciation: 

accepted  as  present  value 209,  225-229 

as  basis  for  rates 134,  139-154,  161 

rights  of  way: 

cost  of  securing,  considered 217-221,  223,  228-229 

original  cost  and  reproduction  cost  compared 220-221 

risk,  allowance  for 252-253 

sale  or  lease,  for,  subject  to  approval 189 

salvage,  allowance  for 226 

stock  considered  in ; 209,  212 

supplies,  allowance  for 228,  248 

included  in  allowance  for  working  capital 135,  144-145 

taxation,  allowance  for 215,  228-229.  248,  261 

unit  costs,  as  measure  of 140,  147,  220 

value,  term 211 

working  capital,  allowance  for 135,  144-145,  248 

(See  also  Depreciation.) 

VALUE    211 

WARSAW,  NEW  YORK: 

underground  and  aerial  cable  construction  required  to  eliminate 
dangerous  wire  conditions : 47-48 

WATER  COUPANIES: 

rates,  increase,  allowed  when   un remunerative :  230 

metered  service    230-231 

service,   metered,   optional 230-231 

WIRELESS  TELEGRAPH: 

messages,  Trans-Atlantic,  transmission  by  land  lines 118 

WIRES: 

dead,  utilization  of 91,  102 

(See  also  Cables.) 

WORKING  CAPITAL: 

allowance  for   135.  144-145,  248 

S%  of  reproduction  cost,  new,  deemed  reasonable 135,  144 

ZONES: 

automatic    system,   difficulties    of  operation 166 

double  exchange  service,  for 42.  45-46 

inter-ione  rates 49-53,  170,  184 

rates  166,  169-170,  181-184 

inter-rone  49-53,  170,  184 
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COMMISSION  ORDERS,  RULINGS  AND  DECISIONS 
DIRECTLY  AFFECTING  TELEPHONE  AND  TELE- 
GRAPH COMPANIES. 


Corporation  Commission. 

Order  op  the  Commission  upon  an  Informal  Complaint^ 
Adjusting  and  Fixino  a  Cbbtain  Radius  Linb  in  thb 
City  of  Phobnix,  Arizona,  Which  Shall  be  Known 

A8  the  EXCHANQB  LIMITS  OB  AbBA,  MODIFYING  AND  BE- 
ING Supplemental  to  Spix^ial  Order  Mo.  19*,  Dated 
October  22nd,  1912,  Issued  to  The  Mountain  States 
Telephone  and  Telegraph  Company. 

Special  Order  No.  33. 

Dated  May  2,  1913. 

Extent  of  Local  Exchange  Area  Preacribed. 

It  appeared  upon  investigation  that  the  limits  of  the  Phoenix  exchange 
of  The  Mountain  States  Telephone  and  Telegraph  Company  were  co-ex- 
tensive with  the  cily  limits,  although  the  latter  extended  farther  easterly  and 
westerly  than  northerly  and  southerly.  It  also  appeared  that  the  territory  to 
the  north  and  south  of  the  city  limits  was  well-settled  and  saturated  to  a 
distance  from  the  exchange  office  equal  to  the  air-line  distance  between  the 
oBice  and  the  farthest  point  of  the  city  limits  therefrom. 

Ordtred,  That  The  Mountain  States  Telephone  and  Telegraph  Company 
establifh  a  local  exchange  area  bounded  by  a  circle,  having  the  exchange 
office  as  a  center  and  a  radius  of  one  and  three-quarters  miles  which  was 
the  distance  from  the  exchange  office  to  the  dty  limits.t 

ORDER. 

By  the  Commission: 

The  Commission  heretofore,  to-wit,  on  the  22nd  day  of  Oc- 
tober,   1912,    made   and   entered   an    order,    designated    as 

•Printed  in  Commission  Leaflet  No.  12,  at  page  1. — Ed. 
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2-  Arizona  Cobpoeation  Commission. 

"Special  Order  No.  19,""  adjusting  and  fixing  certain  tem- 
porary schedules  of  rental  rates  for  telephone  service  to  be 
made,  charged  and  collected  by  The  Mountain  States  Tele- 
phone and  Telegraph  Company,  and  also  to  consolidate  cer- 
tain dual  exchanges;  the  said  The  Mountain  States  Tele- 
phone and  Telegraph  Company  being  a  public  service  cor- 
poration doing  business  within  the  State  of  Arizona. 

Pursuant  to  said  Special  Order  No.  19,*  The  Moantain 
States  Telephone  and  Telegraph  Company  did  cpnsolidate 
the  dual  exchanges  in  the  City  of  Phoenix,  Arizona,  and  " 
did  put  into  effect  in  said  city  its  schedule  of  rates,  as  tem- 
porarily approved,  the  rates  being  known  as  "Class  A",  and 
in  placing  aaid  rates  into  effect,  the  one-party  business  serv- 
ice rate,  the  one-party  residence  service  rate,  the  two-party 
residence  service  rate  and  the  four-party  residence  service  rate 
only  extended  to  the  city  limits  of  the  said  City  of  Phoenix. 

It  is  noted  by  this  Commission  that  the  city  limits  of  the 
City  of  Phoenix  extend  to  a  greater  degree  in  an  easterly 
and  westerly  direction  from  the  telephone  exchange  office, 
while  in  a  northerly  and  southerly  direction  the  limits  are 
of  closer  proximity. 

Upon  the  investigation  of  this  Commission  it  was  found 
that  the  sub-divisions  of  the  City  of  Phoenix  lying  north  of 
the  city  limits  and  south  of  the  same,  extending  in  an  air- 
line distance  from  the  telephone  exchange  office,  a  distance 
equal  to  that  to  the  furthest  point  of  the  city  limits  from 
the  said  telephone  exchange  office,  are  well  settled  and  the 
saturation  good,  and  it  is  noted  that  if  the  location  of  the 
telephone  exchange  office,  located  at  Third  Avenue  and 
Adams  Street  in  the  City  of  Phoenix  is  taken  as  a  center  and 
an  air-line  measurement  taken  from  this  point  to  the  furthest 
point  of  the  city  limits  of  the  said  City  of  Phoenix,  said 
furthest  point  being  Twenty-third  Avenue,  a  distance  ap- 
proximately one  and  three-quarters  miles  by  air-line  meas- 
urement from  said  telephone  exchange  office  point,  and  a  cir- 
cle computed  upon  this  basis,  within  the  radins  of  said  cir- 
cle would  be  located  that  part  of  the  City  of  Phoenix  and  its 
s.i:b-divi8ions  that  could  be  justly  established  as  the  tele- 
phone exchange  city  limits  or  area. 

•Printed  in  Commission  Leaflet  No.  12,  at  page  1, — Ed. 
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In  re  Exchange  Limits  at  Phoenix^  Abiz.  3 

It  is  therefore  ordered j 

1.  That  ID  conformity  with  Special  Order  No.  19"  of  tliis 
Commiflsioii  and  supplemental  thereto,  and  until  fnrtber 
modified  or  changed  by  this  Commission,  The  Mountain  States 
Telephone  and  Telegraph  Company  shall  establish  a  tele- 
phone exchange  limits,  or  area,  within  the  City  of  Phoenix, 
gDCh  limits  or  area  being  that  part  of  the  City  of  Phoenix 
and  its  sub-divisions  that  are  within  a.  circle  efftablished  by 
taking  the  telephone  exchange  office  as  a  center  and  the 
furthest  point  of  the  city  limits  of  the  City  of  Phoenix  as 
the  basis  of  the  circumference  of  said  circle ;  such  point  be- 
ing that  located  on  Twenty-third  Avenue,  a  street  approxi- 
mately one  and  three-fourths  miles,  air-line  measurement, 
in  a  westerly  direction,  from  the  telephone  exchange  office ; 

2.  That  within  this  exchange  limits  or  area,  the  one-party 
business  service  rate,  one-party  residence  service  rate,  two- 
party  residence  service  rate  and  four-party  residence  serv- 
ice rate  shall  be  that  of  the  "A  Class",  as  filed  witii  this 
Commission ; 

3.  This  order  shall  apply  from  and  after  the  first  day  of 
April,  1913. 

Dated  at  Phoenix,  Arizona,  this  2nd  day  of  May,  1913. 


•Printed  in  Commission  Leaflet  No.  12,  at  page  L— Ed. 
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CALIFORNIA. 

Railroad  Commission. 

In  the  Matebb  of  the  Application  of  Jonathan  Geant 
KiBEMAN  1-0  Lease  Central  Telephone  and  Telbgeaph 

COMPANTj  AT  EXETEB,  CALIFORNIA,  TO  JOHN  ALLBS. 

Application  No.  447 — Decision  No.  566. 
Decided  April  lo,  1913. 


Upon  application  to  lease  a  telephone  plant,  it  appeared  that  the  lessee, 
having  limited  means,  might  be  unable  to  make  extensions,  as  provided  in 
the  lease,  should  public  necessity  demand  them.  During  the  hearing,  how- 
ever, the  lessor  stipulated  that  he  would  make  all  necessary  extensions  as 
required  by  the  Commission  from  time  to  time.  It  further  appeared,  that 
under  the  lease,  the  lessee  was  to  receive  15  per  cent,  of  all  tolls  arising 
from  long  distance  business  over  the  lines  of  The  Pacific  Telephone  and 
Telegraph  Company,  whereas  the  Commission  had  arranged  with  the  Pacilic 
Company  that  small  exchanges,  such  as  the  one  in  question,  should  receive 
30  per  cent.  In  lieu  of  the  straight  30  per  cent.,  the  Pacific  Company  pro- 
posed to  allow  15  per  cent.,  and  in  addition  thereto  five  cents  per  message 
on  incoming  messages,  which  had  been  proved  lo  be  equivalent  to  15  per  cent. 
The  Commission  accepted  this  modification. 

In  view  of  the  above-mentioned  arrangements,  the  Commission  authorized 
the  lease.* 

Appearances  : 

Jonathan  Grant  Kirlcman,  for  applicant. 

H.  A,  Johnson,  representing  the  Pacific  Telephone  and 
Telegraph  Company. 

RBPOKT. 

LovELANi),  Commissioner: 

This  is  an  application  of  Jonathan  Grant  Kirkman,  of  Exe- 
ter, Talare  County,  California,  to  lease  a  telephone  plant 
now  owned  by  him  and  conducted  as  a  public  otilily  in  and 
about  said  town  of  Exeter,  Tulare  County,  California,  to 
John  AUes. 
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A  financial  statement  was  filed  by  each  of  said  parties  aud 
made  a  part  of  tbe  application.  The  statement  of  Jonathan 
Grant  Kirknuin  shows  iiim  to  he  a  man  of  considerable  means, 
his  total  assets  being  about  f45,000  and  total  indebtedness 
93,700.  The  statement  of  John  Alles  shows  that  his  means 
are  somewhat  limited,  his  total  assets  being  |1,000,  consist- 
ing of  half  interest  in  a  nursery  at  Exeter,  such  half  inter- 
est being  valued  at  9500,  fifty  acres  of  timber  land  rained  at 
11,300,  half  interest  in  twenty-two  acres  of  farm  land,  such 
half  interest  being  valued  at  |500,  and  bouse  and  lot  in  Exe- 
ter valued  at  f  1,700,  mortgaged  for  (500.  Mr.  Alles  was  not 
present  at  the  hearing;  therefore,  could  not  be  questioned 
as  to  these  values  or  the  incumbrance  on  his  property,  but 
it  will  readily  be  seen  that  it  will  be  difficult  to  realize 
upon  assets  of  this  character  part  of  which  are  encumbered 
and  subject  to  homestead. 

The  earnings  of  the  telephone  exchange  which  applicant 
desires  to  lease  to  said  Alles,  for  the  last  fiscal  year,  were 
J2,970,  while  the  total  expenses  were  $930,  thus  indicating 
a  net  revenue  of  $2,040.  The  lease  is  to  run  for  five  years  at 
a  monthly  rental  of  fllO  per  month.  Under  the  lease  the 
lessee  obligates  himself  to  take  care  of  all  repairs  and  ex- 
tensions and  installation  of  plant  and  new  'phones  as  re- 
qoired  by  public  necessity. 

It  is  apparent  that,  under  the  conditions  of  this  lease, 
after  paying  expenses  of  $930  and  f  110  per  month,  or  f  1,320 
per  year  rental,  but  a  small  sum,  namely:  $720,  will  remain 
to  the  lessee  out  of  the  total  earnings  of  $2,970,  and  that, 
wit^  his  limited  means,  it  would  clearly  be,  impossible  for 
him  to  make  extensions,  should  the  public  necessity  demand 
it,  of  which  necessity  there  seems  to  be  no  doubt,  as  Exeter 
18  a  populous,  growing  community.  This  was  developed  at 
the  hearing  and  applicant  was  informed  that  tlie  Commis- 
sion vas  not  disposed  to  permit  him  to  turn  over  his  public 
utility  without  the  Commission  receiving  assurance  that  tlie 
interests  of  the  public  wonld  be  served  by  tlie  making  of 
such  extensions  and  improvements  as  were  found  necessary. 
Applicant,  thereupon,  stipulated  that  he  would  make  all 
extensions  and  improvements  considered  necessary  from  time 
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to  time  and  that  the  Commissioo  should  be  the  judge  of  such 
necessity. 

The  lease  also  provided  that  the  leasee  was  to  receive  15 
per  cent  of  all  tolls  collected  at  or  through  this  exchange 
over  long  distance  lines  belonging  to  The  Pacific  Telephone 
and  Telegrapli  Company.  The  Commission  objected  to  this 
provision  in  the  lease  as  it  had  already  considered  the  mat- 
ter of  what  per  cent,  of  the  toll  charges  small  exchanges 
like  this  should  receive  and  had  arrived  at  an  understand- 
ing with  The  Pacific-  Telephone  and  Telegraph  Company 
that  such  per  cent  should  be  30  per  cent  instead  of  15  per 
cent 

Mr.  H.  A.  Johnson,  representing  The  Pacific  Telephone 
and  Telegraph  Company,  was  in  attendance  at  the  hearing 
and  testified  that,  as  a  result  of  negotiations  and  correspond- 
ence between  the  Commission  and  The  Pacific  Telephone 
and  Telegraph  Company,  that  company  had  agreed  to  in- 
crease the  per  cent,  of  toll  charges  allowed  to  smaller  com- 
panies throughout  the  state  to  30  per  cent.,  but  that  instead 
of  figuring  it  at  30  per  cent,  The  Pacific  Telephone  and  Tele- 
graph Company  preferred  to  allow  the  small  exchanges  the 
15  per  cent,  and  give  them  an  additional  sum  on  incoming 
messages  on  which,  in  the  past,  small  exchanges  have  re- 
ceived nothing.  This  plan,  Mr.  Johnson  testified,  resulted 
in  the  equivalent  of  thirty  per  cent  The  additional  sum 
which  it  is  proposed  to  give  to  the  small  exchanges  is  five 
cents  on  each  incoming  message  and  a  statement  covering 
the  business  done  at  the  office  of  the  telephone  exchange  com- 
prehended in  this  application,  filed  with  this  Commission  by 
The  Pacific  Telephone  and  Telegraph  Company  since  the 
hearing  of  this  application,  and  covering  a  period  of  6 
months,  which  statement  Mr.  Johnson,  while  testifying, 
agreed  to  file,  shows  that  such  additional  sum  of  five  cents 
on  each  incoming  message,  plus  the  15  per  cent  which  small 
exchanges  now  receive  on  toll  charges,  makes  the  full  equiva- 
lent of  30  per  cent.,  while  this  plan  has  the  additional  ad- 
vantage of  satisfying  the  small  exchanges  inasmuch  as  it 
gives  them  something  on  the  incoming  messages,  whereas, 
to  allow  them  straight  30  per  cent.,  they  still  might  have  the 
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idea  tliat  they  were  doing  Bomething  for  which  they  were  get- 
ting nothing. 

Upon  the  stipulation  of  applicant  that  he  will,  at  once, 
upon  request  of  this  Ooinmiasion,  make  such  extensions  and 
improvements  as  the  Commission  thinks  necessary,  I  recom- 
mend the  approval  of  a  lease  embodying  said  stipulation  and 
containing  the  provision  also  that,  in  addition  to  the  15  per 
cent,  of  toll  charges,  applicant  is  to  receive  five  cents  on  each 
incoming  message,  thus  equaling  the  30  per  cent  agreed 
upon  between  the  Commission  and  The  Pacific  Telephone  and 
Telegraph  Company. 

I  recommend  the  following  order : 

OKDEB. 

Application  having  been  made  by  Jonathan  Grant  Kirk- 
man  to  lease  Central  Telephone  and  Tel^raph  Company,  at 
Exeter,  California,  to  John  Alles ;  and  it  appearing  that  while 
the  prop(Med  transaction  involving  a  public  utility  devoted 
to  telephone  service  in  and  about  said  town  of  Exeter,  Tulare 
County,  California,  was  not  satisfactory  to  the  Commis- 
sion, inasmuch  as  it  contemplated  the  lease  of  said  public 
utility  by  a  man  possessed  of  ample  means  to  make  eiten- 
siond  and  improvements,  when  necessary,  to  a  man  who 
might  not  be  able  to  make  such  improvements  and  exten- 
sions, it  being  evident  that  the  net  returns  from  the  Central 
Telephone  and  Telegraph  Company  would  not  enable  him  to 
make  such  improvements  and  extensions;  and  the  lessor  hav- 
ing stipulated  with  the  Commission  that  he  would,  during 
the  life  of  the  lease,  make  all  necessary  extensions  and  im- 
provements, allowing  the  Commission  to  be  the  judge  of 
such  necessity, 

It  is  hereby  ordered,  That  said  Jonathan  Grant  Kirkman, 
owner  of  the  Central  Telephone  and  Telegraph  Company,  of 
Exeter,  Tulare  County,  California,  be  and  he  is  hereby  au- 
thorized to  lease  said  Central  Telephone  and  Telegraph  Com- 
pany, of  Exeter,  Tulare  County,  California,  to  John  Alles, 
for  a  period  of  five  years,  from  the  first  day  of  December, 
1912,  at  a  monthly  rental  of  fllO  per  month,  said  lease  to 
contain  the  provision  that  any  allowance  made  by  The  Pa- 
cific   Telephone   and    Telegraph    Company,    in   addition    to 
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the  15  per  cent  of  toll  charges  to  said  Central  Telepbooe 
and  Telegraph  Company,  of  Exeter,  shall  be  paid  to  and 
belong  to  said  leasee,  John  Alles;  and  a  farther  provision 
that  said  lessor,  Jonathan  Grant  Kirkman,  will  make  all 
necessary  extensions  and  improvementa  at  his  own  proper 
cost  when  the  necessity  for  such  improvements  or  extensions 
arises,  and  that  the  Railroad  Commission  of  the  State  of 
California  shall,  if  necessary,  finally  pass  npon  such  neces- 
sity. 

Under  the  conditions  above  set  forth,  it  is  further  ordered. 
That  said  John  Alles  be  authorized  to  enter  into  said  lease 
and  to  take  over  said  telephone  exchange. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
ordered  filed  as  the  opinion  and  order  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  lOt^  day  of  April, 
1913. 


In  the  Mattee  op  the  Application  of  Various  Public 
Utilitibs  Fon  Permission  to  Chabob  Less  than  Pub- 
lished Schedules  of  Rates  in  Certain  Classes  op 
Cases. 

Case  No.  293— Decision  No.  596. 
Decided  April  ig,  1913. 

Hetfaods  of   Eliminating   DiacrimiiUitioiu. 


It  having '  come  to  the  Commiss ion's  attention  that  its  previous  order* 
in  tiiis  matter  might  be  so  construed  as  to  empower  utilities  to  make  sub- 
stantial increa.ses  in  their  rates  in  the  course  of  eliminating  discriminations. 
irrespective  of  whether  fairness  demanded  a  reduction  or  an  increase  in 
the  particular  instance,  the  Gimmission  held  that  it  should  determine  which 
process  of  elimination  should  he  adopted  in  each  particular  case  in  justice 
to  the  utility  and  the  consumers  involved. 

Ordered,  That  utilities  shall  retain  in  effect  all  deviations  from  the 
published  schedules,  pending  the  determination  of  the  Commission  in  each 
case  as  to  the  method  to  be  applied  in  eliminating  discrimination .f 

•Printed  in  Commission  Leaflet  No.  15,  at  page  224.— Ed. 
tEdi tor's  headnote. 
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Appbarancbs  : 

E.  8.  Pillshury,  for  The  Pacific  Telephone  and  Telegraph 
Company. 

Guy  G.  Earl,  for  Great  Western  Power  Company  and  City 
Electric  Company. 

H.  H.  Trowbridge^  for  Southern  California  Edison  Com- 
pany. 

REPORT. 

SUPPLEMEKTAL  OPINION. 

This  case  was  decided  January  24,  1913,  and  reference 
should  be  had  to  the  decision*  for  the  facts  inTolred. 
The  second  subsection  of  the  order  reads  as  follows : 

ORDER. 

"Within  three  months  from  the  date  of  this  order  ail  public  utilities 
desiring  to  continue  concessions  established  by  contracts  heretofore  entered 
into  and  not  coming  under  the  provisions  of  paragraph  (1)  of  this  order, 
shall  file  with  this  Commission  correct  copies  of  such  contracts  as  they 
may  desire  to  continue,  with  such  explanations,  if  any,  as  may  show  to  the 
Commission  clearly  the  situation  with  reference  to  such  contracts,  where- 
apon  the  Gsmmission  will  decide  whether  or  not  it  will  permit  such  con- 
tracts to  stand  during  their  term.  In  all  cases  in  which  utilities  do  not 
file  contnicts  within  the  time  herein  specified,  it  shall  be  unlawful  there- 
after to  charge  any  rate  other  than  the  rate  specified  in  the  schedules  on 
file  with  this  Csmmission  as  applicable  to  the  class  of  service  specified  in 
the  contract;  provided,  that  where  a  utility  had  a  rate  of  general  application 
to  some  class  of  consumers  in  effect  on  October  10,  1911,  and  also  a 
"standard"  rate  which  is  higher  than  such  rate,  the  lower  rate  in  effect 
on  October  10,  1911,  shall  continue  in  effect  as  to  the  customers  who  en- 
joyed such  rate  until  the  Commission,  on  application  therefor,  authorizes 
a  change.  This  paragraph  applies  to  all  public  utilities  other  than  common 
carriers,'  whellier  they  have  hitherto  filed  applications  with  this  Commission 

The  language  in  the  proviso  was  inserted  for  the  specific 
purpose  of  preventing  utilities  when  discrimination  ap- 
peared from  removing  this  discrimination  by  increasing  the 
lower  rate  so  as  to  make  it  the  same  as  the  higher  rate, 
irrespective  of  tlie  question  whether  fairness  demands  the 
reduction  of  the  higher  rate  or  the  increase  of  the  lower 
rate.  At  times,  it  may  be  more  reasonable  to  require  the 
^Printed  in  Commission  Leaflet  No.  15,  at  page  224. — Ed. 
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removal  of  discrimination  by  reducing  tbe  bigher  rate  to 
the  level  of  tlie  lower.  Tbere  are  many  cases  wherein  even 
an  individual  rate  may  coustitute  the  proper  charge  for  a 
class  of  service.  An  individual  cunsumer  may  constitute  a 
class  because  no  other  consumer  is  in  a  similar  situati4>n  with 
reference  to  the  utility  in  question.  Such  l)eing  the  case, 
and  the  attention  of  tbe  Commission  having  been  called  to 
the  probability  that  under  tbe  authority  of  this  order  some 
of  tbe  utilities  w.'ll  seek  to  raise  a  great  many  rates  and 
thus  eliminate  discrimination  wliioh  could  and  should  be 
eliminated  by  decreasing  tbe  rates,  we  liave  found  it  nec- 
essary to  adopt  tiie  '"allowing  supplemental  order: 

OKDEB. 

The  foregoing  case  having  heretofore  been  beard  and  a 
decision  and  order'  rendered  on  tbe  24th  day  of  January, 
1913,  and 

It  appearing  to  the  Commission  tliat  a  possible  construction 
of  said  order  may  empower  tbe  utilities  to  make  substantial 
increases  in  their  rates  without  justification;  and 

It  further  appearing  to  tbe  Commission  that  where  dis- 
crimination exists  and  there  are  two  methods  of  removing  tbe 
discrimination,  one  by  tbe  raising  of  tbe  rates  and  tbe  other 
by  the  lowering  of  the  rates,  tbe  Gomuiission  should  deter- 
mine which  method  should  be  pursued  in  each  particular 
case  in  justice  to  tbe  utility  and  the  consumers  involved; 

/(  is  hereby  ordered,  That  in  compliance  with  tbe  order 
heretofore  rendered,  the  utilities  involved  shall  file  all  of 
their  deviations  and  indicate  tb(»e  which  it  is  tbeir  desire 
to  continue  and  tbe  reasons  therefor,  and  shall  retain  in . 
effect  both  such  deviations  desired  to  be  retained  and  the 
deviations  which  such  utilities  desire  to  eliminate,  pending 
tbe  determination  by  this  Comtnission  in  each  particular 
case  as  to  tbe  method  of  removing  such  discrimination. 
Where  sucb  rates  have  l>een  established  by  contract  copies 
of  the  contracts  shall  be  filed.  Where  such  rates  have  here- 
tofore been  filed,  reference  to  the  date    and  the  occasion  of 

^Printed  in  G>ftiinission  Leaflet  No.  15,  at  page  224. — Ed. 
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the  flling  may  be  made  without  again  Aling  the  same.  In 
compliaDce  with  this  and  the  previous  order  herein, 

It  w  further  ordered^  That  all  utilities  retain  in  effect  all 
of  those  rates,  tolls,  rentals  or  charge  which  were  being 
actually  charged  on  the  tenth  day  of  October,  1911,  until  the 
Commission  shall  authorize  a  change  therefrom. 

This  order,  however,  is  not  to  affect  changes  that  have 
heretofore  been  authorized  in  specific  cases  by  this  Commis- 
sion or  discriminations  which  have  heretofore  been  removed 
by  utilities  under  the  Public  Utilities  Act  and  the  orders 
of  this  Commission  or  other  competent  legal  authority. 

The  infonnatioD  to  be  filed  under  the  provisions  of  this 
supplemental  order  shall  be  filed  on  or  before  the  nineteenth 
day  of  July,  1913. 

Dated  at  San  Francisco,  California,  this  nineteenth  day 
of  April,  1913. 


In  the  Matteb  of  the  Appucation  of  the  Abizona,  Cau- 

PORNIA  AND  Nevada  Telephone  Compant  fob  Obdbr 
Avthobizing  the  Sale  to  the  Needles  Oas  and  Elec- 
tric Company  of  the  Local  Telephone  Exohanob  at 
NEsa>LBS,  Californlv,  with  Equipment,  Including 
Telephone  Poles  and  Wieb  (but  not  Including  thi 
Line  of  Poles  Cabrying  Long  Distance  Were  peom 
Colobado  Kfveb  to  the  Needles  Telephone  Ex- 
change), AND  also  the  FbANCHISB  TO  OPBBATE  IN  THE 

Town  of  Needles,  California.  In  Accokdancb  with 
Section  51,  Public  Utilities  Act  of  the  State  of 
California.  Approved  by  the  Ooveenor  Decbhbbb  23, 
1911. 

Application  No.  488— Decision  No.  628. 

Decided  April  30,  191S. 

Sole  of  Telephone  Syatem — DiviBlon  of  Toll  Revcnae. 

Application  of  Arizona,  California  and  Nevada  Telephone  Company  for 
permission  lo  sell  its  franchise  and  system  in  Needles  to  the  Needles  Gas 
and  Electric  Company  granted,  provided  that  the  terms  of  transfer  be 
M  modified  as  to  secure  to  the  local  operating  company  in  Needles  30  per 
cent  of  originating  tolls  instead  of  20  per  cent. 
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REPORT. 

ESHLEMAN,  Gomtnisaioner : 

Tliis  is  an  application  to  sell  a  telephone  plant  operated 
as  a  public  utility  in  and  about  Needles,  Ban  Bernardino 
County,  California.  The  application  cites  as  the  primary 
reason  for  making  the  sale  "that  the  Needles  exchange  is 
so  far  distant  from  the  principal  place  of  business  at  King- 
man, Arizona;  also  because  the  long  distance  line  across  the 
Colorado  River  has  been  out  of  commission  more  or  less 
of  the  time  on  account  of  high  water ;  and  that  it  has  not  been 
able  to  give  what  is  considered  the  most  satisfactory  serv- 
ice to  the  public  and  this  exchange  has  not  been  very  profit- 
able. The  Needles  Gas  and  Electric  Company,  having  a 
well  equipped  plant  at  Needles,  Cal.,  and  the  same  being 
ably  managed,  are  in  better  position  to  give  more  efficient 
service."  These  reasons  for  making  this  sale  aj^ar  to  be 
good  ones  in  view  of  the  fact  that  no  material  objection  has 
developed  to  the  terms  of  the  sale  nor  to  the  conditions  thereof 
except  in  one  particular  which  I  shall  point  out 

The  Arizona,  California  and  Nevada  Telephone  Company 
retains  the  toll  equipment  in  and  through  Needles,  and  the 
agreement  provides  for  a  division  of  toll  revenue  with  the 
local  operating  company  on  a  basis  of  20  per  cent,  on  the 
originating  business  to  the  local  company.  This  Commis- 
sion has  had  occasion  to  go  carefully  into  the  matter  of  the 
division  of  tolls  between  toll  companies  operating  generally 
through  a  territory  and  local  companies  operating  in  re- 
stricted exchange  areas,  and  the  conclusion  was  reached  that 
30  per  cent  of  originating  tolls  to  the  local  companies  was 
more  equitable  than  the  arrangements  which  the  Commission 
found  generally  in  effect,  usually  15  per  cent,  on  originating 
tolls.  This  view  of  the  Commission  has  been  insisted  on 
wherever  tliis  subject  has  come  before  the  Commission  and 
we  know  of  no  reason  for  differing  in  this  instance  from  this 
general  conclusion  reached.  I  shall  then  recommend  an  or- 
der incorporating  a  nioditication  to  this  effect. 

I  recommend  the  following  form  of  order: 
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ORDER. 

Applicatiou  liaving  been  ma<le  by  the  Arizona,  California 
and  Nevada  Telephone  Company  for  order  authorizing  the 
sale  to  the  Needles  Gas  and  Electric  Company  of  the  local 
telephone  exchange  at  Needles,  California,  with  equipment, 
including  telephone  poles  and  wire  (but  not  including  the 
line  of  poles  carrying  long  distance  wire  from  the  Colorado 
River  to  the  Needles  telephone  exchange),  and  also  the  fran- 
chise to  operate  in  the  town  of  Needles,  California,  and  a 
hearing  having  been  held  and  being  fully  advised  in  the 
premiseB, 

The  Commission  hereby  finds  as  a  fact  that  public  con- 
venience and  necessity  will  be  served  by  the  granting  of  tlie 
application  of  the  Arizona,  California  and  Nevada  Tele- 
phone Company  to  sell  and  the  Needles  Gas  and  Electric 
Company  to  buy  the  property  hereinbefore  referred  to  in 
the  opinion  hereto,  conditioned  on  the  applicants  modifying 
tlieir  agreement  so  that  the  local  operating  company  in 
Needles  will  be  given  30  per  cent'  of  the  originating  tolls 
instead  of  20  per  cent.,  as  set  out  in  the  application! 

It  is  hereby  ordered,  That  the  application  of  the  Arizona, 
California  and  Nevada  Telephone  Company  for  an  order  au- 
thorizing the  sale  to  the  Needles  Gas  and  Electric  Company 
of  the  local  telephone  exchange  at  Needles,  California,  with 
equipment,  including  telephone  poles  and  wire  (hut  not  in- 
cluding the  line  of  poles  carrying  long  distance  wire  from 
the  Colorado  River  to  the  Needles  telephone  exchange),  and 
also  the  franchise  to  operate  in  the  town  of  Needles,  Cali- 
fornia, be  and  the  same  hereby  is  granted;  provided  that  the 
terms  of  transfer  be  so  modified  as  t6  secure  to  the  local 
operating  company  in  Needles  30  per  cent,  of  originating  tolls 
instead  of  20  per  cent. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
ordered  filed  as  the  opinion  and  order  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  30th  day  of 
April,  1913. 


5dbyG00gIC 


11  California  Bailboad  Commission.     ■ 

In  the  Mattes  of  the  Application  op  thb  Union  Home 
Telephone  and  Tei^eobaph  Cokpobation  fob  an  Obdeb 

AUTHOEIZINC  THB  USB  OF  A  PaBT  OF  THB  COBPOEATION'S 

Bonds  fob  Pubpose  of  Bepayinq  a  Loan  op  Bonds  to 
Appucant  by  the  Contbacting  and  Engineering  Com- 
pany. 

Application  No.  520 — Decision  No.  641. 
Decided  May  6,  1913. 

Authority   to   Use   Bonds  m   Treasury  to   Repay  Loan   of   Bonds   De- 
posited as  Secority. 

Application  granted  upon  the  grounds,  first,  that,  under  the  agreement 
pursuant  to  which  applicant  borrowed  the  bonds,  an  action  probably  would 
lie  in  the  courts  to  recover  the  amount  of  the  bonds;  and,  second,  the 
value  of  the  bonds  which  have  been  sold  by  applicant  are  not  impaireil 
by  granting  the  apphcation,  the  financial  condition  of  applicant  remaining 
substantially  the  same ;  and  upon  the  condition  that  applicant  shall  procure 
from  the  trustee  an  authorization  to  the  proposed  transaction. 

ArPEAEANCB : 

George  B.  Ellis,  for  applicant 

BEPOBT. 

IjOVELAND,  Gotamissioner: 

It  appears  from  the  application  and  testimony  in  this  mat- 
ter that  applicant,  Union  Home  -Telephone  and  Telegraph 
Corporation,  a  corporation  duly  incorporated  under  the  laws 
of  the  State  of  California,  with  its  principal  place  of  bnsi- 
nees  at  Los  Angeles,  California,  is,  and  has  been  for  several 
years  past,  engaf;ed  in  ownln;;,  managing  and  operating  tele- 
phone companies  in  several  different  towns  in  southern  Cali- 
fornia. 

On  November  1,  1J)09,  applicant  authorized  a  debenture 
bond  trust  agreement  between  applicant  and  the  Title  In- 
surance and  Trust  Company  of  Los  Angeles,  as  trustee.  Un- 
der the  terms  of  said  debenture  bond  trust  agreement,  the 
Union  Home  Telephone  and  Telegraph  Corporation  agreed 
to  deposit  with  said  Title  Insurance  and  Trust  Company, 
trustee,  $500,000  par  value  of  said  first  mortgage  gold  bonda 
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as  security  for  an  issue  of  f  200,000  par  value  delienture  bonds. 
Applicant,  not  having  |500,000  of  its  first  mortgage  bonds 
which  had  been  certified,  in  its  treasury,  borrowed  of  the 
Contracting  and  Engineering  Company,  wliich  company  was 
closely  affiliated  with  applicant  and  one  of  its  heaviest  bond 
holders,  161  bonds  which  had  been  issued  by  applicant  of  the 
par  value  of  |161,000.  By  adding  said  f  161,000  par  value  of 
bonds  80  borrowed  to  what  applicant  had  in  its  treasury,  it 
was  enabled  to  deposit,  and  did  deposit,  with  said  Title  Insur- 
ance and  Trust  Company,  trustee,  the  f  500,000  par  value  of 
its  first  mortgage  bonds  agreed  upon  and  in  return  therefor 
received  the  $200,000  par  value  debenture  bonds  for  which 
the  f500,000  par  value  of  bonds  were  deposited  as  security. 
At  the  time  applicant  borrowed  the  |161,000  par  value  of 
bonds  from  the  Contracting  and  Engineering  Company,  it 
agreed  to  return  them  upon  demand,  and  such  demand  hav- 
ing been  made  and  applicant  now  having  in  its  treasury 
more  than  sufficient  bonds  to  repay  the  Contracting  and  En- 
gineering Company,  it  asks  permission  of  this  Commission 
to  cancel  its  obligation  by  returning  to  the  Contracting  and 
Engineering  Company  bonds  to  the  value  of  f  161,000. 

After  careful  consideration,  while  the  Commission  has  not 
taken  up  and  investigated  the  financial  condition  of  appli- 
cant, it  does  not  feel  that  it  is  called  upon  to  do  so  in  pass- 
ing upon  this  application,  for  the  reasons  which  move  the 
Commission  to  grant  the  application,  which  are  two,  namely : 
first,  it  is  probable  that,  under  the  agreement  under  which 
applicant  borrowed  the  bonds  from  the  Contracting  and  En- 
gineering Company  and  agreed  to  return  them,  an  action 
would  lie  in  the  courts  to  recover  the  amount  of  the  bonds; 
and,  second,  the  value  of  the  bonds  which  have  been  sold 
by  applicant  are  not  impaired  by  granting  the  application, 
the  financial  condition  of  applicant  remaining  substantially 
the  same. 

I  recommend  that  the  application  be  granted  upon  the 
following  condition,  viz,  that  applicant  shall  procure  from 
the  trustee  an  authorization  to  do  what  it  now  applies  for 
permission  to  do,  as  we  believe  that  the  trustee  should  be 
familiar  with  such  transactions  and  we  desire  the  record 
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to  sliow  that  the  transaction  is  understood  and  approved  by 
the  trustee. 

I  submit  the  following  order ; 

ORDER. 

Whereas  the  Union  Home  Telephone  and  Telegraph  Cor- 
poration, a  corporation,  of  Los  Angeles,  California,  entered 
into  an  agreement  with  the  Title  Insurance  and  Trust  Com- 
pany of  Los  Angeles,  by  the  terms  of  which  agreement  the 
Union  Home  Telephone  and  Telegraph  Corporation  agreed 
to  deposit  with  the  Title  Insurance  and  Tmst  Company  |500,- 
000  par  value  of  its  first  mortgage  gold  bonds  as  security  for 
an  issue  of  |200,000  par  value  debenture  bonds;  and 

Whereas  the  Union  Home  Teleplione  and  Telegraph  Cor- 
poration did  not  have  the  full  amount  of  |500,000  of  its  first 
mortgage  bonds  in  its  treasury  and  in  order  to  complete 
said  amount  borrowed  9161,000  par  value  of  said  bonds  held 
by  the  Contracting  and  Engineering  Company  and  entered 
into  an  agreement  with  said  Contracting  and  Engineering 
Company  to  return  said  (161,000  par  value  of  said  bonds 
upon  demand;  and 

Whrreas  demand  has  been  made  by  the  Contracting  and 
Engineering  Company  upon  the  Union  Home  Telephone  and 
Telegraph  Corporation  for  the  return  of  said  bonds ;  and 

Whereas  without  going  into  the  financial  condition  of  said 
Union  Home  Telephone  and  Telegraph  Corporation,  the  Com- 
mission finds  that  compliance  with  said  agreement  between 
the  Union  Home  Telephone  and  Telegraph  Corporation  and 
the  Contracting  and  Engineering  Company  could  probably 
be  enforced  in  the  courts,  and  finds  further  that  the  rights 
of  those  who  liold  the  bonds  of  said  Union  Home  Telephone 
and  Telegraph  Corporation  will  not  be  interfered  with  or 
impaired  by  granting  applicant's  petition  to  be  permitted  to 
return  said  bonds  as  per  its  agreement  with  the  Contracting 
and  Engineering  Company;  now,  therefore. 

Be  it  ordered,  Tliat  the  Union  Home  Telephone  and  Tele- 
graph Corporation  be  and  it  is  hereby  granted  permission 
to  issue  fl61,000  par  value  of  its  first  mortgage  gold  bonds 
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and  to  deliver  same  or  tlie  proceeds  of  same  to  the  Contract- 
ing and  Engineering  Company  in  the  discharge  of  its  afore- 
said obIigation,provided  that  before  this  order  shall  become 
operative  the  Union  Home  Telephone  and  Telegraph  Corpor- 
ation shall  have  filed  with  this  Commission  evidence  in  w^i^ 
ing  signed  by  the  Title  Insurance  aild  Trust  Company  that 
it  is  familiar  with  the  transaction  comprehended  herein  and, 
as  trustee^  approved  of  the  same. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
ordered  filed  as  the  opinion  and  order  of  the  Bailroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  6th  day  of  May, 
1913. 


In  the  Mattbb  of  the  Rates,  Chaeges,  Bulbs  and  Regula- 
tions IN  Connection  with  the  InteeexchaNge  Tele- 
phone Service  of  The  Pacific  Telephone  and  Telh- 
GBAPH  Company  within  the  State  of  Caufobnia. 

Case  No.  407. 
Dated  Junt  5,  1913. 

InveUication  of  Interexchange  Service  of  The  Pacific  Telephone  and 
Telegraph  Company. 

ORDER. 

By  the  Oommiaeion: 

Whebbas  it  appears  to  the  Commission  that  an  investiga- 
tion should  be  made  into  the  rates,  charges  and  regulations  in  ■ 
connection  with  the  interexchange  telephone  service  of  The 
Pacific  Telephone  and  Telegraph  Company  within  the  State 
of  California; 

/*  is  hereby  ordered,  That  this  Commission  institute  on  its 
own  motion,  under  the  provisions  of  Section  60  of  the  Public 
Utilities  Act,  an  investigation  into  the  rates,  charges,  rales 
and  regulations  in  connection  with  the  interexchange  tele- 
phone service  of  The  Pacific  Telephone  and  Telegraph  Com- 
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pany  within  the  State  of  California,  and  that  the  Secretary 
of  this  Commission  be  and  he  hereby  is  instructed  to  notify 
said  Tlie  Pacific  Telephone  and  Telegraph  Compaoj  to  ap- 
pear before  this  Commission  on  Friday,  June  27,  1913,  at  10 
a.  m.,  at  the  office  of  the  Commission  in  San  Francisco,  Cali- 
fornia, at  which  time  and  place  said  The  Pacific  Telephone 
and  Telegraph  Company  may  appear  and  be  heard  in  tliis 
proceeding. 

By  order  of  the  Railroad  Commission. 

Dated  at  San  Francisco,  California,  this  5th  day  of  June, 
1913. 
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DISTRICT  OP  COLUMBIA. 

Public  Utilities  CoDunission. 

in  re  Reports  op  Accidents. 

Order  No.  6. 
Dated  April  i,  ipis. 

Reports  of  Accidents  Required  of  All  Public  Utilities. 

Ordered,  Tliat  in  accordance  with  the  provisions  of  Para- 
graph 89,  Section  8,  of  the  Act  of  March  4th,  1913,  creating 
the  Public  Utilities  CommiBsioD  of  the  District  of  Columbia 
each  and  every  public  utility  opepatiog  in  the  District  of 
Columbia  shall  report  to  said  Cummission  by  telephone  any 
accident  which  may  occur  at  any  time  in  connection  with  its 
operation  as  a  result  of  which  accident  any  person  or  per- 
sons may  have  been  killed  or  injured.  This  message  shall 
convey  information,  relative  to  the  time,  location  and  char- 
acter of  the  accident  and  the  cause  thereof,  and  the  name  of 
the  person  or  persons  killed  or  injured.  • 
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(BORGIA. 

Railroad  Conunission. 

In  re  Rbpobts  to  the  Commission  by  the  Amebican  Tblb- 

PHONB  AND  TELBMBAPH  COMPANY. 

File  Specials 

Dated  May  n,  1913. 

Ho  Power  to  Jtequire  Report!  by  the  American  Telephone  and  Tele- 
graph Companr. 

UpoD  inqniry  by  the  Gimmission's  Rate  Expert  as  to  whether  the  Com- 
mission might  legally  require  the  American  Telephone  and  Telegraph  Com- 
pany to  file  a  report  showing  the  Georgia  proportion  of  its  earnings  on 
interstate  business,  it  was,  by  the  Commission's  Special  Attorney, 

Held:  That  the  State  cannot,  under  cover  of  exerting  its  police  powers, 
undertake  what  amounts  essentially  to  a  regulation  of  interstate  commerce 
or  impose  a  direct  burden  upon  that  commerce; 

That,  inasmuch  as  the  Commission  has  no  power  to  make  rates,  rules  and 
regulations  for  companies  engaged  exclusively  in  interstate  commerce,  and 
has  no  power  to  require  such  companies  to  establish  and  maintain  any  serv- 
ice QT  facilities,  its  visitorial  powers  do  not  extend  to  such  companies ; 

That,  consequently,  since  the  American  Telephone  and  Telegraph  Com- 
pany does  no  intra-state  business  within  the  State  of  Georgia,  Yhe  Commis- 
sion does  not  possess  the  power  to  require  the  Company  to  make  reports 
showing  any  feature  of  its  business.*  ,    - 

Referring  to  conversation  had  in  your  office  some  tiuae 
ago  with  respect  to  the  American  Telephone  and  Telegraph 
Company  rendering  reports  to  *the  Railroad  CommissioD  of 
Georgia, 

I  have  snbmitted  this  matter  to  the  Commission's  Spe- 
cial Attorney,  Judge  James  K.  Hines,  and  for  your  informa- 
tion I  attach  hereto  copy  of  the  opiniont  rendered  by  Judge 
Hines,  from  which  you  will  note  he  holds  that  this  Commis- 
sion does  not  possess  the  power  to  require  the  American 
Telephone  and  Telegraph  Company  to  make  reports  showing 


'Editor's  note  prepared   from  record. 
tPrinted  below.— Ed. 
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any  feature  of  its  business  to  tills  CoomuBsiou.  lu  line  with 
Judge  Hiiies'  opiuion  the  list  of  compauies  reporting  to  tlie 
Commission  has  been  so  amended  as  to  eliminate  tlie  Ameri- 
can Telephone  and  Telegrajdi  Company.J 

OPINION  OF  SPECIAL  ATTORNEY. 

I  h«ve  the  letter  of  Mr.  J.  P.  Webster,  your  Rate  Expert,  of  the  Ist 
instant,  in  which  he  wishes  to  know  whether  or  not  the  Railroad  Commission 
of  Georgia  will  be  within  its  legal  rights  in  ordering  the  American  Telephone 
&  Telegraph  Co.  to  file  with  you  a.  report  showing  the  Georgia  proportion 
of  its  earnings  on  interstate  business. 

From  this  letter  it  appears  that  this  company  does  an  exclusive  interstate 
business,  and  does  not  do  any  intra-state  business  within  the  State  of 
Georgia. 

The  visitorial  power  over  corporations  subject  to  the  jurisdiction  of  the 
Commission  was  conferred  upon  the  Commission  for  the  purpose  of  en- 
abling it  to  carry  out  the  powers  conferred  upon  it  by  the  laws  of  this 
State.  These  powers  include  the  making  of  just  and  reasonable  rates, 
reasonable  and  just  rules  and  reguUtions,  for  handling  and  delivering  freight, 
just  and  reasonable  rules  and  regulations  for  preventing  unjust  discrimina- 
tions in  the  transportation  of  freight  and  passengers  on  the  railroads  in 
this  State,  just  and  reasonable  joint  rates  for  all  connecting  railroads  doing 
business  in  this  State,  and  the  power  to  require  all  coillmon  carriers  and 
other  public  services  under  their  supervision  to  establish  and  maintain  such 
public  service  and  facilities  as  may  be  reasonable  and  just.  (Civil  Code 
Sees.  2630  and  2663.) 

The  above  is  not  intended  to  include  ail  the  powers  conferred  by  law  upon 
the  Commission,  but  simply  to  mention  the  more  general  and  far  reaching 
of  these  powers. 

These  powers  so  conferred  upon  the  Railroad  Commission  were  extended 
by  the  Act  of  1907  over  telegraph  and  telephone  companies.  (Civil  Code 
Sec  2662.) 

In  order  to  enable  die  Commission  to  make  these  rules  and  regulations 
intelligently,  and  to  see  that  its  rules  and  regulations  are  obeyed,  the  Cqm- 
misuon  is  empowered  to  investigate  the  books  and  papers  of  the  companies 
subject  to  its  jurisdiction  and  doing  business  in  this  State.  (Civil  Code 
Sec  2633.) 

Furthermore,  penalties  are  imposed  upon  any  officer,  agent,  or  employee 
of  these  companies  who  shall  wilfully  neglect  or  refuse  to  make  and  fur- 
nish any  report  required  by  the  Commissioners  which  may  be  necessary  for 
the  purposes  mentioned  in  Article  6,  Section  2,  Chapter  2  of  the  Code  of 
this  State,  which  Section  contains  the  powers  conferred  upon  the  Commis- 
sion.    (Civil  Code  Sec.  2664.) 


tlnformat  roling  contained  in  a  letter  of  May  21,  1913,  issued  over  the 
signature  of  the  Commission's  Rate  Expert  and  addressed  to  H.  E.  W. 
Palmer,  Division  Counsel  of  the  Southern  Bell  Telephone  and  Telegraph 
Comfutf.—SA. 
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As  the  G>niinission  has  no  power  to  make  rates,  rules  and  reguUtioas 
for  companio  engaged  exclusively  in  interstate  commerce,  and  has  no  power 
to  require  such  companies  to  establish  and  maintain  any  service  or  facili- 
ties, its  visitorial  powers  do  not  extend  to  such  companies. 

It  is  true  it  is  made  the  duty  of  the  Commission  to  thoroughly  investi- 
gate all  through  freight  rates  from  points  out  of  Georgia  to  points  in 
Georgia  and  from  points  in  Georgia  to  points  out  of  Georgia.  (Civil  Code 
Sec.  2645.) 

But  in  doing  this  the  Commission  can  not  impose  any  direct  burden  upon 
companies  engaged  exclusively  in  interstate  commerce.  -The  State  can  not, 
under  cover  of  exerting  its  police  powers,  undertake  what  amounts  cssen~ 
tially  to  a  regulation  of  interstate  comtnerce,  or  impose  a  direct  burden 
upon  that  coinmerce. 

Railroad  Company  vs.  Hasen,  95  U.S.  465,  475 

IValling  vs.  MickigaH,  116  U.S.  446 

Bowman  vs.  Chicago,  etc.  Ry.  Co..  125  U.S.  465 

Leisy  vs.  Hardin,  135  U.S.  100 

Minn  vs.  Bor&rr,  136  U.S.  313 

Brimmer  vs.  Rehman,  138  U.S.  78 

Scott  vs.  Donald,  165  U.S.  58 

Savage  vs.  Jones,  225  U.S.  524 

So,  in  my  opinion,  the  Commission  does  not  possess  the  power  to  re- 
quire this  company  to  make  reports  shoving  any  feature  of  its  business. 

I  return  }ierewitb  the  papers  in  this  file.* 


'Opinion  contained  in  a  letter  addressed  to  the  Commission  V  its  Spe- 
cial Attorney  under  dale  of  March  7,  1913.-^Ed,  ,  -  i 
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Public  Utilities  Commission. 
In  thb  Maiteb.of  Pbiscribinq  Bulbs  and  Bbquiations  fob 

THB  FlUNG  BY  PTJBLIC  UTILITIBS  IN  THE  STATE  OF  IDAHO 

(Othek  than  Common  Caeeibes),  with  the  Public 
UTILITIB8  Commission  op  the  State  of  Idaho,  Sched- 
visa  Showing  Bates,  Tolls,  Bbntai^,  Chabgbs  and 
Classifications  Collbctbd  ok  Enfobced  and  the  Time 
in  which  said  Sohedulbs  shall  be  Filed  and  the  Fokm 


Circnlar  No.  2. 

Dated  June  JO,  1913  —Effective  June  10,  1913. 

Rulet  ud  RegnUtiona  u  to  FilinE  Rate  Schedules. 

OBDEB. 

/*  M  ordered,  That  every  poblic  utility  in  the  State  of 
Idaho  (other  than  a  common  carrier),  aa  defined  by  Section 
2  (66)  of  the  Public  Utilities  Act  of  this  State,  be  and  the 
same  is  hereby  required  to  file  within  sixty  days  from  the 
date  hereof,  with  this  Commission,  scliedules  showing  a!l 
rates,  tolls,  rentals,  charges  and  classifications  collected  or 
enforced  or  to  be  collected  or  enforced  by  it,  together  with 
all  rules,  regulations,  contracts,  privileges  and  facilities 
which  in  any  manner  affect  or  relate  to  such  rates,  tolls, 
rentals,  classifications  or  service. 

The  schedule  shall  be  printed  or  typewritten  on  plain 
white  paper,  and  as  nearly  as  practicable,  shall  be  on  paper 
eight  and  one-half  inches  wide  by  eleven  inches  in  length, 
and  in  ease  it  is  typewritten  shall  be  on  one  side  of  the  paper 
only.  It.  shall  be  printed  or  typewritten  in  plain  and  easily 
read  type,  with  appropriate  heading,  such  heading  to  be  in 
large  and  bold  letters  or  type,  so  that  the  same  can  be  easily 

23 


24  Idaho  Public  Utilities  Commission. 

(listiiiguislied  from  the  body  of  tbe  matter  written  tliereouder. 

Hucii  schedule  shall  state  the  kiud  of  commodity  or  kind 
of  service  that  is  furnished  by  the  public  utility,  and  shall, 
under  tlie  pruper  heading,  show  the  price  of  the  said  c-oni- 
uiodity  or  the  charge  for  tbe  service  as  tbe  same  is  charged, 
measured  or  weighed  by  such  utility,  itemizing  under  proper 
head  the  manner  in  which  said  commodity  is  furnished  and 
charged  and  setting  opposite  said  item,  in  figures,  the  price 
therefor. 

If  the  public  utility  has  any  joint  rate,  tariff,  fare,  toll, 
contract  or  charge  with  any  other  public  utility,  such  sched- 
ule shall  show  the  same  and  shall  specify  in  what  the  same 
consists,  and  the  proportion  thereof  received  by  each,  and 
shall  give  the  name  of  such  public  utility.  The  rules,  regu- 
lations, contracts,  privileges  and  facilities  which  in  any 
manner  affect  or  relate  to  the  rates,  tolls,  rentals,  classifica- 
tions or  service  of  such  public  utility,  shall  be  set  forth 
under  separate  heading,  and  so  that  the  same  may  be  easily 
understood. 

The  schedule  herein  required,  if  filed  by  a  telegraph  or  a 
telephone  corporation,  shall  show  all  rates,  fares,  tolls, 
rentals,  charges  and  classifications  for  the  transmission  of 
messages  or  conversations  between  all  points  within  the 
State  of  Idaho  and  all  points  without  the  Stale  of  Idaho, 
upon  its  route,  and  between  all  points  within  the  State  of 
Idaho  and  all  points  without  the  State  of  Idaho,  upon  every 
route  leased,  operated  or  controlled  by  it,  and  between  all 
points  on  its  route  or  upon  any  route  leased,  operated  or 
controlled  by  it  within  the  State  of  Idaho  and  all  points 
without  the  State  of  Idaho,  upon  the  route  of  any  other 
telephone  or  telegraph  corporation,  whenever  a  through  route 
and  joint  rate  shall  have  been  established  between  any  two 
such  points;  and  in  case  any  of  said  points  shall  be  without 
the  State  of  Idaho,  either  on  its  own  route  or  upon  the  route 
of  any  other  telegraph  or  telephone  corporation,  said  schedule 
shall  be  in  printed  form. 

If  such  schedule  consists  of  more  than  one  sheet,  they 
shall  be  thoroughly  and  strongly  fastened,  and  in  all  cases 
shall  have  a  strong  and  substantial  binding  or  cover. 
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Schedules  and  supplements  shall  be  filed  in  consecntiTe 
numerical  order  of  P.  U.  C.  I.  numbers  (meaning  the  Public 
Utilities  Commission  of  the  State  of  Idaho) ;  that  is  to  say, 
when  a  new  schedule  is  issued  canceling  the  one  in  existence, 
the  P.  U.  C.  I.  number  shall  be  the  next  higher.  For  example, 
P.  U.  C.  I.  No.  2,  cancels  P.  U.  C.  I.  No.  1. 

The  schedule  shall  set  forth  the  name  of  the  public  utility 
and  its  location,  the  date  when  the  same  is  issued,  the  date 
when  it  becomes  effective,  and  whether  or  not  the  same  can- 
cels or  SQperaedes  all  preceding  schedules,  and  shall 
be  signed  by  the  owner  or  operator  of  the  public  utility, 
filing  the  same,  or  by  some  officer  or  managing  agent  of  such 
owner  or  operator,  as  the  case  may  be. 

Done  in  open  session  at  Boise,  Idaho,  this  tenth  day  of 
June,  1913. 
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MARYLAND. 

Public  Service  Commissioa. 

In  the  Mattee  of  the  Compeaint  of  Brooks  and  Maosudeb 
vs.  The  Wbstebn  Union  TelbgrapA  Company. 

Case  No.  580— Order  No.  1214. 

Decided  May  26,  1913. 

Snbstitutioa  of  Telegraph-Telephone  Agency  (or  Telegraph  Office. 

Upon  complaint  that  The  Western  Union  Telegraph  Company  had  dis- 
continued iis  service  at  Hyattsville,  it  appeared  that  service  had  formerly 
been' rendered  through  the  office  of  the  Baltimore  and  Ohio  Railroad  Com- 
pany at,  that  point,  but  that  the  railroad  declined  to  continue  the  arrange- 
ment. During  the  hearing,  an  agreement  was  reached  between  the  parties 
providing  for  the  establishment  of  a  telegraph- telephone  agency  in  Hyatts- 
ville.  The  Commission,'  beiiig  of  opinion  that  the  citizens  of  Hyattsville 
would  receive  reasonably  good  telegraphic  service  under  this  arrangement, 
ordered  The  Western  Union  Telegraph  Company  to  establish  such  an  agency, 
to  be  conducted  in  accordance  with  the  provisions  of  iJie  agreement.* 

ORDER. 

This  case  came  before  the  Commissioii  upon  a  complaint 
filed  by  Brooks  and  Magi'uder  on  April  T,  1913,  stating  that 
■  The  Western  Union  Telegraph  Company  bad  discontinued 
service  to  the  citizens  of  Hyattsville  and  vicinity,  and  pray- 
ing that  the  Commission  require  tlie  Company  to  reinstate 
this  service.  A  hearing  was  held  on  May  12,  1913,  at  ■which 
the  following  facte  were  brought  out.  For  thirty  or  forty 
years  The  Western  Union  Telegraph  Company  has  been  giv- 
ing the  people  of  Hyattsville  and  vicinity  telegraph  service 
through  the  Baltimore  and  Ohio  Railroad  office  at  that  place, 
the  railroad  operator  taking  charge  of  the  telegraph  service. 
The  Baltimore  and  Ohio  Railroad  declines  to  continue  this 
arrangement,  and  has  clo-sed  its  office  to  the  Western  Union. 

♦Editor's   headnote, 
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The  telegraph  company  avers  that  there  is  not  sufficient 
bosinesB  at  this  point  to  justify  it  in  opening  an  independ* 
ent  office. 

At  this  hearing  Mr.  Vincent  A.  Sheehy,  Attorney  for  the 
Major  and  Common  Council  of  Hyattsville,  appeared  and 
took  part  in  the  case. 

Mr.  V.  J.  Albert,  who  represented  the  telegraph  company, 
made  a  statement,  embracing  a  proposition  for  telegraph 
service  to  the  citizens  of  Hyattsville  and  vicinity  which  the 
Commission  thought  was  reasonable,  and  which,  if  it  be 
made  the  subject  of  conference  between  the  complainants 
and  the  Company,  would  result  in  a  satisfactory  solution 
of  the  question.  The  Commission  so  advised  the  parties  in 
interest  A  conference  was  held,  and  an  agreement  was 
reached,  signed  by  the  parties  who  represented  the  complain- 
ants and  the  Company,  and  submitted  to  the  Commission 
as  follows: 

The  Westekn  Union  Telegraph  Coupanv 
of  Baltimore  City. 

Baltimore,  Md.,  May  12th.  1913. 

The  Public  Service  Commission  of  Maryland,  Baltimore,  Md. 

Gcntlanea: 

la  compliance  with  (he  instructions  of  the  Commission  at  the  termination 
of  the  hearing  held  Uiis  morning.  May  12tli,  1913,  relative  to  the  complaint 
of  Messrs.  Brooks  and  Magruder,  we  have  conferred  with  Mr.  Brooks,  a 
representative  of  the  complainant,  and  his  atiurney,  and  the  following  is 
submitted  for  your  consideration : 

First— In  order  to  furnish  the  citizens  of  Hyattsville,  Md.,  wiih  facilities 
for  sending  and  receiving  telegraph  communications,  we  will  endeavor  to 
establish  what  is  known  as  a  telegraph-telephone  agency  at  a  point  centrally 
located.    The  arrangements  at  such  agencies  are  as  follows ; 

(A)  Written  telegrams  will  be  accepted  by  the  agent  and  transmitted 
to  the  nearest  open  Western  Union  office,  which  in  this  case  is 
Washington,  D.  C. 

(B)  Telegrains  received  at  Washington  addressed  to  n  on -subscribers 
will  be  telephoned  from  Washington  to  the  agent,  who  will  effect 
delivery. 

(C)  Telephone  subscribers  who  desire  to  file  telegrams  by  telephone 
may  do  so  by  calling  "Western  Union".  In  this  case  subscribers 
will  be  connected  with  our  Washington,  D.  C,  office,  and  will  tele- 
phone their  telegrams  direct. 

(D)  Telegrams  received  at  Washington  addressed  to  subscribers  will 
be  delivered  bj  telephone  direct  to  the  subscribers,  tiDleu  aodce  ht  ^ 
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writing  is  furnished  our  Washington,  D.  C,  office  to  the  contrary. 
If  subscribers  desire  to  have  their  telegrams  delivered  through  thi> 
agency,  we  will  be  glad  to  endeavor  to  have  that  method  of  de- 
livery followed  in  the  manner  explained  above. 
Second — It  is  agreeable  to  the  telegraph  company  to  absorb  the  telephone 
toll   charges   on    both   sent    and    received   messages,    thereby    enabling   the 
citizens  of  Hyattsville  to  enjoy  the  same  rate  for  telegraph  service  as  Jiere- 

Third — Free  delivery  will  be  effected  within  a  one-half  mile  radius  oF 
the  proposed  agency.  Delivery  charges  beyond  the  one-half  mile  will  be 
paid  by  the  addressee  of  the  telegram. 

Very  respectfully  yours, 

(Signed)  V.  J.  Albert, 

Assistant  Secretary. 
We  approve  and  accept  the  above. 

(Signed)  Brooks  and  Magrudek, 

Per  Wm.  A.  Brooks. 
ViNCBNT  A.  Sheehv, 
Atty.    for  Mayor  and  Common  Council  of  Hyattsville. 

In  accordance  with  the  agreement  reached  in  this  case, 
under  which  the  citizens  of  Hyattsville  and  vicinity  will  in 
the  opinion  of  the  Commission  receive  reasonably  good  tele- 
graph service, 

It  is  this  26th  day  of  May,  1913,  by  the  Public  Service 
Commission  of  Maryland, 

Ordered,  That  The  Western  Uuion  Telegraph  Company, 
.  within  fifteen  days  of  the  issuance  of  this  order,  establish 
in  the  town  of  Hyattsville,  at  some  centrally  located  point, 
a  telegraph-telephone  agency,  to  be  conducted  in  accordance 
with  the  provisions  of  the  agreement  signed  by  a  representa- 
tive of  the  Company  and  by  the  complainants,  and  which 
is  made  a  part  of  this  order. 
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In  the  Mattbe  of  the  Application  of  the  Dht  Bun  Tblb- 
PHONE  Company  of  Washington  County,  Mabtland, 

FOB   PeBMISSION   AND   AUTHOEITT   FOR   THE   SALE   OF    ItS 

Pbopbbty,  etc.,  to  The  Chesapeake  and  Potomac  Tble- 
phonb Company  of  Bauhmobb  City. 

Case  No.  583. 

In  the  Mattes  of  the  Appucation  op  The  Chesapeake 
and  Potomac  Tblephonb  Company  of  Baltimore  City 
fob  Permission  and  Authouty  to  Pubchasb  the 
Property,  etc.,  op  the  Dry  Edn  Telephone  Company 
OF  Washington  County,  Maryland. 

Case  No.  584. 
Order  No.  1230. 
Decided  June  6,  ifiij. 

Sale  of  Snail  Telephone  Plant  to  Larger  System. 

Upon  application  for  the  Cotn mission's  approval  of  the  purchase  of  thv 
property  and  franchises  of  the  Dry  Run  Telephone  Gsmpany  by  The 
Chesapeake  and  Potomac  Telephone  Company,  it  appeared  that  the  lines  of 
the  two  companies  paralleled  each  other  to  a  large  extent  and  were  physically 
connected.  It  further  appeared  that  the  plant  of  the  Dry  Run  Telephone 
Company  was  depredating  and  that  it  was  doubtful  whether  the  Company 
could  command  the  resources  which  would  be  required  to  put  the  plant  in 
condition  to  give  efficient  service  even  to  its  limited  number  of  its  sub- 
scribers, while  it  was  certainly  not  in  a  position  to  provide  the  extended 
service  demanded  by  modem  conditions. 

The  Commission  held  that  the  public  interest  would  be  promoted  by  the 
sale,  and  consequently  authorized  its  consummation.* 

OPINION. 

Laibd,  Chairman: 

These  cases  have  a  common  purpose,  as  the  titles  iudi- 
cate,  nam'elj,  to  obtaia  from  the  Commission  orders  au- 
thoriziDg  the  "Drj  Bun  Telephone  Company  to  sell  its 
property,   rights,   privileges,   franchises   and   contracts   of 

•Editor's  beadoote.  ^ 
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every  kind  to  The  Chesapeake  and  Potomac  Telephoue  Com- 
pany of  Baltimore  City,  and  authorizing  the  latter  Company 
to  purchase  the  same. 

The  Dry  Run  Telephone  Company  is  a  small  concern,  with 
central  ofliceB  at  Clear  Spring  and  Dry  Bun,  both  located 
in  Washington  County,  Maryland,  and  with  a  total  of  about 
sixty-five  snhscribers.  It  has  an  authorized  capital  stock  of 
$2,000.00,  divided  into  200  shares  of  the  par  value  of  flO.OO, 
of  which  ninety-five  shares  have  been  issued  at  par.  The 
Company  also  has  outstanding  a  note  or  notes  aggregating 
11,300.00  issued  for  money  spent  in  the  construction  of  its 
system. 

The  system  of  The  Chesapeake  and  Potomac  Telephone 
Company  of  Baltimore  which  operates  throughout  the  State 
of  Maryland,  securing  to  its  subscribers  telephonic  com- 
munication with  each  and  every  other  subscriber  throughout 
the  State  and  with  subscribers  in  other  States  of  other  Com- 
panies included  in  the  "Bell  System,"  to  a  large  extent 
parallels  the  lines  of  the  Dry  Bun  Telephone  Company,  some 
of  whose  subscribers  are  also  subscribers  to  the  Chesapeake 
and  Potomac  system,  which  also  maintains  a  central  o£Bce 
at  Clear  Spring.  The  two  central  oflfices  at  Clear  Spring 
are  connected,  and  there  is  an.  interchange  of  traffic  between 
the  two  companies  under  the  terms  of  a  traffic  agreement 
dated  September  19,  1912. 

On  the  same  date  the  two  companies  entered  into  an  agree- 
ment whereby  the  Dry  Run  Company  agreed,  in  considera- 
tion of  the  sum  of  f  2,300.00  to  sell  all  of  its  property,  rights, 
privileges,  franchises  and  contracts  of  every  kind  and  de- 
scription relating  to  the  telephone  business  carried  on  by  it 
in  Washington  County,  to  The  Chesapeake  and  Potomac 
Company,  its  successors,  and  assigns,  free,  clear  and  dis- 
charged from  all  liens  and  encambrances  of  every  kind  and 
description  and  all  other  indebtedness,  subject  to  the  ap- 
proval of  the  stockholders  of  the  two  companies  and  to  the  . 
consent  of  this  Commission. 

It  appears  from  copies  filed  in  the  respective  proceedings 
that  appropriate  action  has  been  taken  by  the  stockholders 
of  the  two  companies,  approving  the  agreement  and  authoriz- 
ing the  sale  and  purchase  under  its  terms.  ,,  ,, 
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The  description  of  the  plant  of  the  Dry  Bun  Company 
and  the  evidence  in  the  cases,  which  were  heard  together, 
indicate  that  the  service  is  of  very  limited  character  and 
falls  far  short  of  giving  efficient  telephonic  communication. 
It  is  further  apparent  that  the  plant  is  depreciating  and  in 
the  course  of  a  comparatively  short  time  would  need  very 
extensive  repairs.  It  is  doubtful  if  the  Company  could  com- 
mand the  resources  which  would  be  required  to  put  the  plant 
En  order  to  give  efficient  service,  even  to  the  limited  number 
of  its  subscribers,  and  it  certainly  is  not  in  a  position  to 
give  the  extended  service  which  modem  conditions  demand. 
In  our  best  judgment,  the  public  interest  will  be  promoted 
b;  an  approval  of  the  sale,  and  an  order  will  be  entered 
accordingly. 

OBDBR. 

lu  accordance  with  the  Opinion  filed  in  this  case,  it  is 
this  6th  day  of  June,  in  the  year  1913,  by  the  Public  Service 
Commission  of  Maryland, 

Ordered,  1.  That  the  ■  Dry  Kun  Telephone  Company  of 
Washington  County,  Maryland,  be  and  it  is  hereby  author- 
ized and  permitted  to  sell  all  of  ita  property,  rights,  privi- 
leges, franchises  and  contracts  of  every  kind  and  description 
relating  to  the  telephone  business  carried  on  by  it  in 
Washington  County,  Maryland,  to  The  Chesapeake  and  Po- 
tomac Telephone  Company  of  Baltimore  City,  its  successors 
and  assigns,  at  and  for  the  sum  of  twenty-three  hundred 
dollars  (12,300.00),  free,  clear  and  discharged  from  all  liens 
and  encumbrances  of  every  kind  and  description  and  all 
other  indebtedness;  and  the  said  The  Chesapeake  and  Po- 
tomac Telephone  Company  of  Baltimore  City  is  hereby  au- 
thorized and  empowered  to  purchase  the  same,  subject  to 
the  terms  of  the  agreement  of  sale  dated  September  19,  1912, 
a  copy  of  which  is  attached  to  and  filed  with  the  proceedings 
in  this  case. 

2.  That  the  said  Dry  Bun  Telephone  Company  of  Wash- 
ington County  is  hereby  authorized  to  execute  and  deliver, 
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and  the  said  The  Chesapeake  and  Potomac  Telephone  Com- 
pany is  hereby  authorized  to  receive  and  accept,  such  deeds 
and  conveyances  as  may  be  appropriate  and  necessary  to 
convey  said  property,  rights,  privileges,  franchises  and  con- 
tracts in  accordance  with  said  agreement  of  sate  and  with 
this  order. 

3.  That  a  copy  of  such  deed  or  conveyance  shall  be  filed 
in  this  case  as  soon  as  the  same  has  been  duly  executed  and 
delivered,  provided,  however,  that  it  shall  be  necessary  to 
file  only  one  copy  thereof  in  one  of  the  cases  referred  to  in 
the  opinion  of  the  Commission. 
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MISSISSIPPI. 

Railroad  Conunission. 

In  re  Telephone  Rates. 

Doled  May  20,  1913. 
Rates  for  Doctor*'  and  Trained  Nunes'  Telephones — Free  Service  be- 


OBDEB. 

All  telepljoiies  installed  in  tlie  residences  of  doctors  will 
lie  chained  for  at  tbe  residence  rate,  regardless  of  whether 
or  not  the  doctor  also  has  a  telephone  in  his  office. 

All  telephones  for  trained  nurses  installed  in  residences 
will  be  charged  for  at  the  residence  rate. 

Wherever  there  are  exchanges  not  more  than  Ave  miles 
apart  and  the  rates  are  the  same  in  each  exchange,  there 
will  be  no  charge  to  subscribers  for  communication  between 
tbe  tvo  exchanges;  in  other  words,  the  subscribers  of  tbe 
two  exchanges  have  free  service  between  the  exchanges. 

OBDEB. 

Dated  June  17.  1913- 

Tlie  Commission  having  passed  an  order  on  May  20,  1913,* 
that  doctors'  telephones  would  be  charged  for  at  the  residence 
rate,  regardless  of  whether  or  not  the  doctor  also  bad  a 
telephone  in  his  office ;  and  the  Commission  not  having  pro- 
vided for  subscribers  who  might  have  made  contracts  with 
telephone  companies  prior  to  its  passage, 

It  ia  now  ordered.  That  the  order  of  May  20th"  be  effective 
from  and  after  Jane  1,  1913,  and  that  from  and  after  said 
date,  all  'phones  in  residences  be  fixed  at  tbe  same  rate. 

Ordered  this  17th  day  of  June,  1913. 
•Printed  above. — Ed, 
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PubKc  Service  Commission. 

In  re  Fbee  and  Reduced  Bate  Bebvice. 

Conference  Ruling  No.  2. 

Dated  May  ij,  1913. 

Pre*  Telephone  in  Railroad  Station  Unlawful. 

CONFERENCE  RULING. 

Section  87  of  the  Public  Service  Commission  law  makes 
it  unlawful  for  a  telephone  corporation  to  "directly  or  in- 
directly, or  by  any  special  rate,  rebate,  drawback,  or  other 
device  or  method,  charge,  demand,  collect  or  receive  from  any 
person  or  corporation  a  greater  or  less  compensation  for 
any  service  rendered  or  to  be  rendered  with  respect  to  com- 
munication by  *  •  •  telephone  or  any  connection  there- 
with, except  as  authorized  in  this  act,  than  it  charges,  de- 
mands, collects  or  receives  from  any  other  person  or  cor- 
poration for  doing  a  like  and  contemporaneous  service  with 
respect  to  communication  by  "  *  *  telephone  under  the 
same  or  substantially  the  same  circumstances  and  condi- 
tions." 

It  is  the  opinion  of  the  Commission  that  a  telephone  cor- 
poration cannot  furnish  free  of  charge  a  telephone. to  a  rail- 
road corporation  to  be  installed  and  used  by  such  railroad 
corporation  for  its  use  or  the  public,  free  of  charge,  at  a 
railroad  station  in  this  State. 

Editor's  Note  :  The  decision  of  the  Nebraska  State  Railway  Commission, 
upon  the  Application  of  the  Lincoln  Telephone  and  Telegraph  Company  for 
Permission  to  Consolidate  Exchanges  at  Lincoln,  dated  June  26,  1913,  which 
was  received  by  this  Bureau  too  late  to  be  inserted  in  its  proper  place,  is 
printed  at  page  134  of  this  Leaflet. 
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NEW  JERSEY. 

Board  of  Utility  Commissioners. 

In  the  Maitee  of  the  Complaint  op  Robbbt  Macintosh, 
Bi  Albebt  S.  Woodbufp,  Assistant  City  Counsel  of 
Cahden,  against  the  Delaware  and  Atlantic  Telb- 

QRAPH   AND  TeLBPHOI4b  COMPANY. 

Decided  May  23,  1913. 

Contract  Rate  Lower  than  Publirtied  Rate  Illegal — Elimination  of  IHa- 
crimination  by  Advance  in   Rate. 

Upon  complaint  that  an  increase  in  the  rate  charged  the  complainant  was 
unreasonable,  it  appeared  that  the  old  rate,  wliich  the  company  refused  to 
continue,  had  been  charged  under  an  expired  contract  and  was  lower  than 
the  published  rate. 

Held:  That  the  action  taken  by  the  company  in  increasing  the  charge  to 
the  complainant  was  required  by  law,  since  the  rates  on  file  are  the  only 
legal  rates; 

That  the  rates  of  the  Delaware  and  Atlantic  Telegraph  and  Telephone 
Company  including  the  rate  complained  of,  have  been  investigated  and  found 
to  be  reasonable  in  the  case  of  Gately  and  Hurley,  el  at.* 

The  complaint  was  consequently  dismissed.f 

Appbarangbs  : 

Albert  8.  Woodruff  and  William  Kelly,  for  the  complain- 
ant 

Robert  V.  Marye,  for  the  respondent. 

REPORT. 

Chapter  41,  N.  J,  P.  L.,  1910,  which  became  effective  July 
4th,  1910,  changed  the  Board  of  Railroad  Commiasioners 
to  a  Board  of  Public  Utility  Commiesioners,  and  gave  the 
Board  power  to  direct  public  utilities  found  "to  be  grant- 
ing rebates,  or  other  unjust,  unfair  and  unreasonable  dis- 
criminations, to  immediately  cease  therefrom."  In  August, 
1910,  tie  Board  called  for  information  from  all  the  public 


'Printed  in  Commission  Leaflet  No.  14,  at  page  39. — Ed. 
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utilities  as  defined  by  the  statute  as  to  their  rate  schedules.* 
This  was  with  the  view  of  ascertaining  to  what  extent  dis- 
crimination was  being  practiced  as  between  various  cus- 
tomers or  classes  of  customers.  An  Act  Concerning  Public 
Utilities;  to  Create  a  Board  of  Public  Utility  Commissioners 
and  to  Prescribe  Its  Duties  and  Powers  (Chapter  195,  M.  J. 
P.  L.,  1911)  provides  that  no  public  utility  shall  "make  or 
give,  directly  or  indirectly,  any  undue  or  unrensonable  pref- 
erence or  advantage  to  any  person  or  corporation  or  to  any 
locality  *  *  *."  This  Act  became  effective  May  Ist, 
1911,  and  shortly  thereafter  the  Board  took  up  with  utilities 
subject  to  the  provisions  of  the  Act  tlie  question  of  special 
rates. 

The  Board's  inquiries  showed  that  numerous  subscribers 
of  the  Delaware  and  Atlantic  Telegraph  and  Telephone  Com- 
pany, and  other  telephone  companies,  were  receiving  service 
at  other  than  rates  now  standard.  A  report  on  the  matter 
uf  discrimination  in  telephone  rates  was  made  to  the  Board 
by  the  Chief  Inspector  of  the  Utilities  Division,  and  this 
report  was  made  the  basis  for  a  conference  with  representa- 
tives of  numerous  telephone  companies. 

On  January  7th,  1913,  the  Board  filed  a  report  in  the 
matter  of  a  complaint  of  Gately  &  Hurley,  et  al.,  vs.  the 
Delaware  and  Atlantic  Telegraph  and  Telephone  Company.t 
Investigation  of  this  complaint  developed  the  fact  that  the 
Company  was  making  an  effort  to  eliminate  rates  which 
were  different  from  the  standard  rates  and  which  might 
be  regarded  as  violating  the  statute.  The  Board  in  this 
case  upheld  the  Company,  and  refused  to  issue  an  order  re- 
quiring it  to  continue  special  rates  to  the  complainants. 

The  principle  involved  in  the  present  case  appears  to  be 
analogous  to  that  decided  in  the  Gately  &  Hurley  Complaintt 
The  rate  which  Mr.  Macintosh  has  received  and  which  the 
Company  refused  to  continue  was  a  special  rate,  given  at  a 
time  when  such  rates  were  not  uncommon.  The  contract 
under  which  the  rate  was  given  had  expired,  and  the  Com- 
pany could  not  continue  this  rate  without  giving  service  at 
a  rate  lower  than  that  charged  others  for  similar  service, 

"See  II  Commission  Telephone  Cases,  700.— Ed.  .  -  t 
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and  lower  than  the  schedule  of  rates  filed  by  the  Company 
with  this  Board,  which  schedule  ^ows  the  only  rates  that 
cau  be  charged  legally.  The  action  of  the  Company  is  held 
by  this  Board  to  be  not  only  in  accordance  with  law,  but 
action  which  the  Company  ia  Tequired  by  law  to  take.  The 
new  rate  which  the  complainant  is  required  to  pay  is  alleged 
by  Mm  to  be  excessive  and  unreasonable.  The  rates  charged 
by  the  Delaware  and  Atlantic  Telegraph  and  Telephone  Com- 
pany in  the  territory  in  which  complainant  receives  service 
were  the  subject  of  thorough  investigation  by  this  Board  in 
the  matter  of  the  complaint  of  Gately  and  Hurley,  et  al.,' 
heretofore  referred  to,  and  these  rates  were  held  as  recently 
as  January  7th,  1913,  to  be  reasonable. 

It  follows  that  the  complaint  in  this  matter  must  be  dis- 
missed.   An  order  will  be  ao  entered. 

Dated  May  23d,  1913.  I 

ORDER. 

This  case  being  at  issue  upon  complaint  and  answer  on 
file,  and  having  been  duly  heard  and  submitted  by  the  parties, 
and  full  investigation  of  the  matters  and  things  involved 
having  been  had,  and  the  Commission  having,  on  the  date 
hereof,  made  and  flled  a  report  containing  its  findings  of  fact 
and  conclusions  thereon,  which  said  report  is  hereby  referred 
to  and  made  a  part  hereof, 

it  M  ordered,  That  the  complaint  in  this  proceeding  be,  and 
It  is  hereby  dismissed. 

Dated  Uay  23d,  1913. 
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NEW  YORK. 

Public  Service  Commission — Second  District. 

Ik  thb  Mattbb  op  the  Dkoontinuancb  op  Tbuphonb 
Facilities  fob  Station  Business  by  the  Lbhiqh  Val- 
LEX  Bailboad  Company  at  Ensenobe  and  Owasco  Lakb. 

Oaae  No.  3521, 

Dated  April  g,  1913. 

InitalUtioti  of  Telephoaem  tn  RatlroKd  Stadoni. 

OEDEB. 

Whbbbas,  the  Lehigh  Yallej  Railroad  Company  has  dis- 
contiuued  the  use  of  telephonea  in  its  station  at  Ensenore 
and  Owaaco  Lake  for  the  transaction  of  business  at  said 
stations  lietween  the  said  carrier's  agents  and  its  customers ; 
and 

Whebeas,  the  use  of  a  telephone  at  railroad  stations  for 
the  transaction  of  tmsin«se  between  the  railroad  company 
and  the  public  has  become  a  facility  recognized  as  a  con- 
venience necessary  to  the  prompt  and  satisfactory  handling 
of  such  business;  and 

Whebeas,  complaints  have  been  received  that  the  discon- 
tinuance of  the  telephone  for  railroad  business  use  in  such 
stations  unwarrantably  prejudices  the  proper  conduct  of 
such  business,  it  is 

Ordered,  That  said  Lehigh  Valley  Railroad  Company  shall 
show  cause  before  this  Commission  at  the  Common  Council 
chamber  in  the  city  of  Auburn,  on  the  23rd  day  of  April, 
1913,  at  2  o'clock  P.  M.,  why  an  order  should  not  be  issued 
requiring  it  to  reinstall  a  telephone  in  its  station  at  En- 
senore and  a  telephone  in  its  station  at  Owasco  Lake,  in  or 
near  the  office  of  the  agent  in  charge  at  each  of  said  stations, 
38 
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for  the  convenience  of  the  public  in  transacting  railroad 
bnsiness  with  said  agents  or  with  other  employees  of  the 
railroad  company  in  and  about  said  stations.* 


In  the  Matter  of  the  Ck)MPLAiNT  OB"  Rbsidhnts  of  the 
Town  of  Saleh  and  Vicinity  against  Granville  Tele- 
phone Company  (Salem,  Rupert  and  Shushan), 

Case  No.  3349. 
Decided  April  is,  1913. 

Limits  of  Exchange  Area— Toll  Chargea  within  Area  Prohibited — ^Joria- 
diction  over  Interatate  Mattert. 

Upon  complaint  that  the  Granville  Telephone  Company  had  changed  the 
limits  of  its  Salem  exchange  area  by  excluding  therefrom  the  Shushan,  N. 
v.,  and  Rupert,  Vt.,  exchanges,  and  had  estaUished  a  toll  charge  to  sub- 
scribers of  tive  cents  per  message  between  Salem  and  Shushan  or  Rupert. 

Held:  That  the  toll  charge  between  Salem,  N.  Y.,  and  Rupert,  Vt.,  being 
an  interttate  matter,  is  not  within  the  jurisdiction  of  the  Commission. 

Ordered,  That  the  respondent  restore  the  former  limits  of  the  exchange 
area  including  Shushan,  and  cease  making  any  toll  charges  to  sub- 
scribers for  messages  between  points  within  the  former  exchange  limits, 
provided,  that  Ihis  requirement  shall  not  apply  to  territory  outside  of  the 
Sute  of  New  York.t 

ORDER. 

This  case  was  heard  at  Albany  on  March  11,  1913.  On 
October  1,  1912,  the  respondent  company  established  a  new 
schedule  of  rates  whereby  tne  subscribers  of  its  Salem,  N. 
Y.,  exchange  are  required  to  pay  certain  increases  in  -rentals 
for  local  service,  and  at  the  same  ^e  the  respondent  com- 
pany changed  the  Salem,  M.  Y.,  exchange  area  by  excluding 
the  Shushan,  N.  Y.,  and  Rupert,  Vt,  exchanges  and  intro- 
duced a  toll  charge  of  five  cents  per  message  between  its 
subscribers  located  in  Salem,  M.  Y.,  and  its  subscribers  lo- 


*At  the  hearbg  held  pursuant  to  this  order,  the  railroad  company  agreed 
to  reinstall  telephones  in  its  stations  and  no  further  order  was  issued  by  the 
Comm  itsiotL— Ed! 
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cated  in  Shushan,  N.  Y.,  and  Rupert,  Vt  No  stresB  was 
laid  upon  the  matter  of  increase  in  rental  charges,  nor 
was  evidence  introduced  to  show  that  the  rentals  now  col- 
lected are  unreasonable.  The  toll  charge  between  Salem,  N. 
Y.,  and  Rupert,  Vt.,  being  an  interstate  matter  is  not  within 
the  jurisdiction  oF  the  Commission.  The  Commissiou  is  of 
the  opinion  that  the  limits  of  the  exchange  area  which  in- 
cluded Salem,  Rupert  and  Shushan  should  be  restored  to  the 
status  existing  prior  to  the  change  made  on  October  1,  1912, 
and  that  the  toll  charge  of  five  cents  per  message  between 
subscribers  located  in  Salem,  M.  Y.,  and  subscribers  located 
in  Shushan,  N.  Y.,  is  unreasonable. 

/(  is  therefore  ordered,  That  the  respondent,  Granville 
Telephone  Company,  be  and  is  hereby  directed  to  restore  on 
or  before  May  15,  1913,  the  limits  of  the  exchange  area  in- 
cluding Shushan  to  the  status  existing  immediately  prior  to 
October  1,  1912,  and  to  cease  and  desist  from  making  any 
toll  charge  for  messages  between  its  subscribers  located  iu 
Salem,  N.  Y.,  and  other  points  in  said  former  exchange  area, 
provided,  however,  that  this  requirement  shall  not  apply  to 
said  area  as  it  extended  beyond  the  easterly  boundary  of 
the  State  of  New  York. 

Further  ordered,  That  the  respondent,  Granville  Telephone 
Company,  be  and  is  hereby  directed  to  make  such  changes 
in  its  telephone  directory  as  soon  as  practicable  as  may  I>e 
necessary  to  comply  fully  with  the  foregoing  requirements. 


In  the  SI.vtter  of  the  Complaint  of  Residents  of  the 
Town  of  Salem  and  Vicinity  ag.\inst  GHANvn.LE  Tele- 
phone Company  (Salem  and  Shushan). 

Case  No.  3350. 
Decided  April  15,  igij. 

Limits  of  Exchange  Area — Toll  Charges  within  Area  Prohibited. 

Upon  complaint  that  Uie  Granville  Telephone  Company  had  chained  the 
limits  of  its  Shushan  exchange  area  by  excluding  the  Salem  exchange  there- 
from, and   had   established  a  toll  charge  to  subscribers  of  five  cents   per 
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message  between  Shushan  and  Salem,  the  Commtsaion  ordered  the  com- 
pany to  restore  the  former  limits  of  the  Shushan  exchange  area  and  to 
cease  making  any  toll  charge  to  subscribers  for  messages  between  points 
within  the  former  exchange  limits,  provided,  however,  that  its  order 
should  apply  only  to  territory  within  the  State  of  Xew  York.* 

ORDER. 

This  case  was  heard  at  Albanj  ou  March  11,  1913.  On 
November  1,  1912,  the  respondent  company  established  a 
new  Bchednle  of  rates  whereby  the  subscribers  of  its  Shnshan, 
N.  Y.,  exchange  are  required  to  pay  certain  increases  in 
rentals  for  local  service,  and  at  the  same  time  the  respondent 
company  changed  the  Sbushan  exchange  area  by  excluding 
Salem  exchange  and  introduced  a  toll  chai^  of  fiye  cents 
per  message  between  its  subscribers  located  in  Shnshan,  N. 
Y.,  and  its  subscribers  located  in  Salem,  N.  Y.  No  stress 
was  laid  upon  the  matter  of  increase  in  rental  charges,  nor 
was  evidence  introduced  to  show  that  the  rentals  now  col- 
lected are  unreasonable.  The  Commission  is  of  the  opinion 
that  the  limits  of  the  exchange  area,  which  included  Shushan 
and  Salem,  should  be  restored  to  the  status  existing  prior 
to  the  change  made  on  November  1,  1912,  and  that  the  toll 
charge  of  fire  cents  per  message  between  subscribers  located 
in  Sbuahan,  N.  Y.,  and  subscribers  located  in  Salem,  N.  Y., 
in  unreasonable.    It  is,  therefore, 

Ordered,  That  the  respondent,  Granville  Telephone  Com- 
pany, be  and  is  hereby  directed  to  restore  on  or  before  May 
15,  1913,  the  limits  of  the  exchange  area  including  Shushan 
to  the  status  existing  immediately  prior  to  November  1, 
1912,  find  to  cease  and  desist  from  making  any  toll  charge 
for  messages  between  its  subscribers  located  in  Shushan, 
N.  Y.,  and  its  subscribers  located  in  Salem,  N.  Y.,  or  between 
subscribers  at  other,  points  in  said  former  exchange  area, 
provided,  however,  that  this  requirement  shall  apply  only 
to  territory  within  the  State  of  New  York. 

Further  ordered.  That  the  respondent,  Granville  Telephone 
Company,  be  and  is  hereby  directed  to  make  such  changes  in 
its  telephone  directory  as  soon  as  practicable  as  may  be  nec- 
essary to  comply  fully  with  the  foregoing  requirements. 


'Editor's  headnote. 
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In  the  Mattes  op  the  Complaint  of  the  Boabd  op  Tbus- 
tbbs  of  the  village  op  soltay,  onondaga  county, 
VS.  New  Yobk  TBLBrHONH  Company. 

Caae  No.  3078. 

Decided  May  j,  1913. 

Clauification   of   Service — Local  Service— Service   to   Adjoininc   City — 

Free  iRtercoDuniniicatioii  within  Local  Service  Area — Value  of 

Service. 

Upon  complaint  as  to  the  claaaitication  of  the  service  of  the  New 
York  Telephone  Company  in  the  village  of  Soivay,  it  appeared  that  the 
respondent  afforded  two  classes  of  •ervice  in  Solvay,  viz:  Local  service 
in  Solvay  only,  and  service  between  Solvay  and  iSyracuse  only,  messages 
between  subscribers  of  the  two  classes  being  subject  to  a  toll  charge.  The 
rate  in  effect  for  the  Solvay- Syracuse  service  was  based  upon  the  Syracuse 
city  rate  with  the  addition  of  a  mileage  charge  from  the  Syracuse  line.  The 
complainant  did  not  attack  the  rates  in  effect  for  service  in  Solvay  and  in 
Syracuse,  respectively,  but  asked  for  the  substitution  of  a  combined  Solvay 
local  and  Solvay- Syracuse  service  in  place  of  the  existing  Solvay- Syracuse 
service  so  that  free  intercommunication  might  be  had  between  all  subscribers 

Held:  That  there  should  not  be  any  exclusive  service  between  Solvay 
and  Syracuse  only,  since  the  exclusive  nature  of  such  service  diminishes 
the  vahie  of  the  service  afforded  the  Solvay  local  subscribers ; 

That  free  intercommunication  between  all  Solvay  subscribers  would  nol 
necessarily  result  in  an  active  use  of  such  service  since  telephonic  service 
is  circumscribed  by  the  actual   use  desired  by  a   subscriber; 

That,  consequently,  a  combination  of  the  existing  rates  for  Solvay  local 
service  and  Solvay- Syracuse  service  would  not  be  proper;  only  a  small 
addition  to  the  existing  base  rates  should  be  made  for  such  service. 

An  order  was  made  which  divided  Solvay  into  three  zones,  and  provided 
rates  for  the  combined  Solvay- Syracuse  and  Solvay  local  service  for  each 
zone,  no  toll  to  be  charged  for  local  service  within  Solvay.* 

ORDER. 

In  tliia  case  the  complaint  relates  to  service  within  tlie 
incorporated  Hiinits  of  the  village  of  Solvay  and  to  rates  for 
a  combined  service  in  Solvay  and  in  Syracuse,  At  present, 
respondent  lias  certain  rates  applying  for  service  entirely 
within  the  limits  of  Solvay,  It  also  has  certain  rates  for 
subscribers  located  in  Solvay  as  to  service  only  between 
"Editor's  headnote.  ,  . 
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Solvay  and  Syracuse.  This  results  in  dividing  the  snbscrib- 
era  of  Tespondent  in  Solvay  into  two  classes,  one  taking 
Solvay  service,  and  the  other  taking  only  Syracuse  service, 
neither  class  of  subscribers  being  able  to  talk  without  toll 
charge  to  the  other  class  of  subscribers.  It  is  conceded 
that  this  is  an  intolerable  situation.  The  value  of  the  serv- 
ice to  the  subscribers  taking  only  Bolvay  service  is  dimin- 
ished greatly  by  the  resulting  segregation  of  numerous  sub- 
scribers in  Solvay  who  take  only  the  Syracuse  service,  and 
many  of  the  Solvay-Syraeuse  subscribers  desire  also  to  have 
telephone  connection  with  Solvay  subscribers.  It  is  also 
claimed  that  a  combination  of  the  Solvay  rates  and  the  Syra- 
cuse cily  rates  for  tjie  combined  service  would  result  in 
excessive  charges.  At  the  hearing,  respondent's  counsel 
freely  admitted  that  a  rate  and  service  situation  exists  in 
Solvay  which  should  not  prevail,  and  also  admitted  that  the 
Company's  managers  bad  been  unable  to  apply  a  satisfactory 
remedy.  It  was  agreed  at  the  hearing  that  the  whole  matter 
should  be  left  to  the  Commission  for  determination.  It  was 
SQ^ested,  of  conrsej  for  respondent  that  those  who  wished 
"  to  take  Solvay  and  Syracuse  service  combined  should  pay 
the  sum  of  the  two  annual  rates,  the  one  fixed  for  Solvay 
and  the  one  fixed  for  Syracuse.  The  objection  to  that  course 
.  is  that  very  few  would  take  both,  and  those  who  take  only 
the  Syracuse  service  would  not  care  to  pay  the  Solvay  rate 
in  addition  in  order  to  make  the  Solvay  exchange  open  to 
all  Solvay  subscribers.  On  the  other  hand,  complainant's 
counsel  contends  that  the  Syracuse  city  rate  is  Itself  high 
enough  to  compensate  the  Company  for  both  the  Solvay  and 
the  Syracuse  service  combined.  This  is  objected  to  by  the 
Company.  This  exclusive  Syracuse  service  for  residents 
and  business  men  in  Solvay  has  grown  up  during  a  period  of 
yeara  The  rate  for  that  service  is,  in  form,  the  Syracuse 
city  rate  plus  mileage  rates  from  the  Syracuse  city  line. 
It  seems,  however,  that  the  mileage  rates  have  not  been  in- 
variably applied  according  to  distance  in  the  past.  In  some 
instances  the  mileage  addition  to  the  Syracuse  city  rate  is 
very  low,  although  the  distance  from  the  city  line  is  much 
greater  than  the  distance  to  some  other  subscriber's  station 
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where  the  subscriber  pays  a  higher  charge  on  account  of 
applied  mileage.  It  is  sufficient  to  say  that  no  defined  mle 
has  been  consistently  applied.  There  are  certain  farmer  or 
multi-party  lines  running  to  or  through  Bolvay  which  are  not 
included  in  the  controversy  and  as  to  which  no  account  is 
taken  in  this  determination.  We  shall  confine  the  decision 
to  rates  for  subscribei-s  within  the  village  limits  of  Solvay. 
Neither  the  present  base  rates  in  Solvay  nor  the  present 
base  rates  in  Syracuse  are  understood  to  be  attacked  in  re- 
lation to  their  territorial  application,  except  by  complain- 
ant's contention  that  the  Syracuse  city  rate  should  take  in 
Solvay.  If  we  were  to  extend  the  territorial  application  of 
the  Syracuse  rate  to  make  it  include  Solvay,  then  in  good 
reason  we  should  make  every  subscriber  in  Solvay  take  the 
Syracuse  service  as  well  as  the  Solvay  service,  and  so  com- 
pel him  to  pay  much  more  than  he  now  pays  for  the  re- 
stricted local  service  in  Solvay.  It  is  conceded  that  the  pres- 
ent Solvay  subscriber  taking  only  Solvay  service  shall  be 
permitted  to  continue  in  that  service  at  the  present  Solvay 
rates.  It  is  conceded  that  any  subscriber  in  Solvay  shall 
have  the  right  to  add  on  Syracuse  service,  so  that  he  will 
have  both  Solvay  -and  Syracuse  service,  and  shall  pay  there- 
for the  rate  now  to  be  fixed  by  the  Commission.  This  rate 
should  be  low  enough  to  warrant  a  combination  of  these 
services  so  that  there  shall  be  no  exclusive  service  between 
Solvay  and  Syracuse  for  any  subscriber  in  Solvay,  since 
such  exclusive  service  diminishes  the  value  of  the  service  to 
the  local  Solvay  subscriber.  Merely  giving  Solvay  residents 
liaving  telephone  service  the  right  to  talk  with  Syracuse 
subscribers,  or  subscribers  in  Syracuse  the  right  to  talk  with 
certain  subscribers  in  Solvay  does  not  necessarily  throw 
into  active  use  every  subscriber  station  in  Syracuse  or,  on 
■  the  other  hand,  every  subscriber  station  in  Solvay.  The 
privilege  is  afforded,  of  course,  but  as  is  well  known,  tele- 
phone service  is  circumscribed  by  the  actual  use  desired 
by  a  subscriber,  and  that  always  falls  within  the  range 
of  his  acquaintance  and  business  relations.  It  follows  clearly, 
therefore,  that  do  combination  of  existing  rates  for  the  com- 
bined Solvay  and  Solvay-Syracuse  service  would  be  proper. 
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and  that  for  the  combined  Hervice  onl;  a  small  reasonable 
addition  to  the  Syracuse  city  rate  should  be  made,  or,  to  use 
another  basis,  only  a  reasonable  addition  to  the  Solvay  local 
rates  should  be  added  for  the  additional  Syracuse  service. 
Following  are  the  present  rates : 

S0L7AI  Local. 


BUSINESS 

RESIDENCE 

Direct                                        $36 

$24 

Two-party                                 30 

Four-party                                   24 

18 

SiTBACusE  City. 

Direct                                          60 

36 

Two-party                                    48 

30 

Solvay-Syracusb  Service, 

(Solvay  local  excluded.) 

Solvay  city  rating  plus  mileage,  or 

special  contracts. 

That  part  of  the  village  of  Solvay  lying  to  the  east  of 
the  Split  Rock  cable  line  of  the  Solvay  Process  Conijiany 
should  be  termed  Zone  1,  except  an  unsettled  portion  herein- 
after described  which  will  be  termed  Zone  2,  and  that  part 
of  the  village  lying  west  of  the  Split  Bock  cable  line  aforesaid 
is  referred  to  as  Zone  3. 
After  due  consideration,  it  is 

Ordered,  (1)  That  for  local  service  within  the  present 
Solvay  exchange  area,  the  present  Solvay  local  rates,  (ir 
such  other  rates  as  may  be  hereafter  established,  shall  apply. 
Ordered,  (2)  For  local  Solvay  service  in  combination  with 
Syracuse  service,  the  following  maximum  rates  are  hereby 
fixed: 

(a)  For  Zone  1,  comprising  that  part  of  the  village 
of  Solvay  lying  to  the  east  of  the  Split  Bock  cable  road 
of  the  Solvay  Process  Company,  and  north  and  east 
of  a  line  beginning  100  feet  south  of  the  junction  of 
said  cable  road  and  West  Woods  Eoad,  thence  easterly 
100  feet  south  of  and  parallel  with  Woods  Boad  to  a 
point  100  feet  west  of  Charles. Avenue,  thence  southerly 
100  feet  south  of  and  parallel  with  Woods  Eoad  to  a 
point  100  feet  north  of  West  Genesee  Street,  thence  west 
100  feet  north  of  and  parallel  with  West  Genesee  Street 

-- ai'-- 
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to  a  point  opposite  tlie  center  of  Fay  Koad,  thence  sonth 
along  the  center  of  Fay  Boad  to  the  southern  boundary 
of  the  village,  base  rates  as  follows,  to  wit: 
Business,  direct  f66  per  annum 

Residence,  direct  42  per  annum 

Business,  two-party  54  per  annum 

Besideuce,  two-party  36  per  annum 

(b)  For  Zone  2,  comprising  the  balance  of  the  village 
of  Solvay  lying  to  the  east  of  the  cable  road,  base  rates 
as  follows: 

The  base  rate  now  applying  in  the  city  of  Syracuse 
plus  a  mileage  which  shall  make  the  total  charge  not 
less  than  the  corresponding  rates  for  Zone  1,  as  given 
above,  nor  more  than  (6.00  in  excess  thereof,  the  mile- 
age charges  to  be  in  accordance  with  the  company's 
present  system  of  mileage  rates  according  to  tbe 
service  used. 

(c)  For  Zone  3,  comprising  that  part  of  the  villa{;e  of 
Solvay  lying  to  the  west  of  the  Split  Rock  cable  road 
aforesaid,  base  rates  as  follows: 

Business,  direct  (72  per  annum 

Residence,  direct  48  per  annum 

Business,  two-party  60  per  annum 

Residence,  two-party  42  per  annum 

Ordered,  (3)  If  any  subscriber  taking  four-party  local 
service  in  Solvay  shall  desire  to  substitute  therefor  the  Syra- 
cuse-Solvay  combination  service  by  direct  or  two-party  line 
he  shall  upon  taking  such  combination  service  be  given  ac- 
cordingly a  direct  line  service  or  two-party  line  service  within 
Solvay. 

Ordered.  (4)  In  case  the  Syracuse  city  rates  shall  be  re- 
duced at  any  time  hereafter  the  combination  rates  for  serv- 
ice, both  in  Syracuse  and  in  Solvay,  shall  not  exceed  the  new 
Syracuse  rates  plus  the  excess  herein  added  to  the  present 
Syracuse  rates. 

Ordered.  (5)  Subscribers  taking  the  combination  service 
shall  be  connected  with  the  Solvay  central  office. 

Ordered.  (6)  Subscribers  taking  the  combination  service, 
that  is  to  say  both  the  Solvay  and  the  Syracuse  service. 
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may  subscribe  for  additional  service  with  direct  Syracuse 
connectiOQ  at  the  company's  schedule  rates. 

Ordered,  (7)  Respondent  should  so  rearrange  its  telephone 
directory  that  all  Solvay  subscribers,  whether  taking  local 
or  combination  service,  are  shown  together  as  Solvay  sub- 
scribers and  also  that  all  Solvay  subscribers  taking  the  com- 
bination rate  are  shown  among  the  regular  list  of  Syracuse 
subscribers. 

Ordered,  (8)  No  toll  charge  shall  be  made  for  local  service 
between  subscribers  taking  the  combination  service  and  sub- 
scribers taking  the  local  Solvay  service. 


In  the  Mattbp  of  the  Complaint  of  the  Hoard  of  Trustees 
OF  THE  Village  op  Warsaw  vs.  the  Federal  Telephone 

AND  TBLBGEAPH   COMPANY. 

Case  No.  3364. 

Decided  May   Ij,   1913. 

Eliminatioti  of  Dangerous  Wire  Conditions. 

OBDER. 

At  a  hearing  in  this  case  on  May  8,  1913,  upon  an  order 
to  show  cause  directed  to  the  respondent,  the  Federal  Tele- 
phone &  Telegraph  Company,  submitted  a  blueprint  showing 
a  subway  system  which  the  respondent  purposes  to  construct 
in  the  village  of  Warsaw,  together  with  a  blueprint  show- 
ing certain  aerial  cable  extensions  which  the  respondent  pur- 
poses to  erect  Upon  examination  of  these  prints  by  the 
experts  of  the  Commission  it  was  judged  that  the  same  are 
calculated  to  provide  reasonably  for  the  improvements  deemed 
necessary  to  take  care  of  the  dangerous  wire  conditions 
existing  in  the  tillage  of  Warsaw. 

After  some  discussion  as  to  the  time  which  must  necessarily 
elapse  before  the  necessary  material  may  be  ordered  and 
the  work  performed  it  was  deemed  that  three  months  would 
be  sufficient  time  in  which  to  complete  the  work.  Now, 
therefore, 
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Ordered,  That  tie  respondent,  the  Federal  Telephone  & 
Telegraph  Company,  be  and  is  liereby  directed  to  proceed 
forthwith  and  diligently  pursue  the  work  of  constructing 
the  subways  and  erecting  tlie  cables  in  accordance  with  said 
plans  submitted  by  it  and  have  the  work  completed  on  or 
before  August  8,  1913,  and  it  is 

■Further  ordered,  That  the  respondent,  the  Federal  Tele- 
phone &  Telegrapli  Company,  be  and  is  hereby  direetel  to 
prepare  and  send  to  the  Trustees  of  the  village  of  Warsaw 
and  to  tlie  Warsaw  Gas  and  Electric  Company  topies  of 
said  blueprints  together  with  specifications  covering  the  same 
and  to  further  promptly  advise  this  Commission,  the  Trustees 
of  the  village  of  Warsaw  and  the  Warsaw  Gas  and  Electric 
Company  as  to  the  arrival  at  Warsaw  of  the  material  and 
supplies  fur  said  work,  which  arrival  should  be  on  or  l)e- 
fore  June  10,  1913,  and  the  date  upon  which  the  respondent 
will  be  able  to  begin  its  construction  work,  to  the  end  that 
all  parties  interested  may  be  kept  fully  informed  and  liave 
full  opportunity  to  co-operate  in  the  improvements  liereby 
ordered. 


In  the  Mattek  op  the  Application  ot'  the  Moruisvii,i-e 
Telephone  Company  fob  Autuomtv,  Pursuant  to  the 
Provisions  of  Section  101  of  the  Public  Sebvice  Com- 
missions IjAVf,  to  Issue  f  2,300  Pab  Value  of  Its  Capi- 
tal Stock. 

Case  No.  3466. 

Decided  May  is,  '9i3- 

Ratification  of  Stock  Issued  without  Authority. 

OBDER. 

Whebeas,  it  appears  that  tlie  Morrisville  Telephone  Com- 
pany issued  and  sold  between  January  1st  and  August  Ist, 
1912,  without  the  authority  of  the  Commission,  f2,300  par 
value  of  its  capital  stock,  such  issue  and  sale  having  Iwen 
made  without  the  knowledge  that  it  was  necessary  to  secure 
SDch  consent:  and 
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Whbebas^  the  application  states  that  the  sum  of  f2,300 
received  for  the  said  stock  thus  issued  was  applied  as  follows : 

For  paymenta  upon  a  lease  from  the  Earlville  Telephone 
Company ; 

For  notes  held  by  Our  Own  Telephone  (.'ompaiiy  and  by 
E.  E.  Cuminings,  given  for  the  purchaine  of  Leleplioiie  line; 
and  the  application  further  states  that  all  of  the  property 
acquired  by  the  issue  of  said  f  ^,300  of  stock  has  been  added 
toand  made  a  part  of  the  telephone  lines  of  tlie  Morrisville 
Telephone  Company;  and 

Whebeas,  the  Engineer  of  the  Division  of  Telephones  and 
Telegraphs  of  the  Commission  has  made  an  examination  of 
the  annual  report  of  the  petitioner  herein  for  the  year  ended 
December  31,  1912,  and  has  also  taken  into  couKideration 
the  reports  on  the  property  made  by  the  inspect<ira  of  such 
division,  and  on  the  basis  of  such  examination  ami  reports 
gives  the  opinion  that  the  present  or  structural  value  of  II- 
property  as  shown  in  aforesaid  annual  report  exceeds  ¥16,000 ; 
and 

Wheeeas,  the  amonnt  of  capital  stock  outstanding,- in- 
cluding the  unauthorized  issue  of  |2,300  par  value  above 
stated,  would  amount  to  only  f7,200  par  value,  and  the  com- 
pany has  issued  no  bonds  whatever. 

Ordered,  That  tlie  action  of  the  Morrisville  Telephone 
Company  in  issuing  |2,30fl  par  value  of  its  capital  stock  be- 
tween January  Ist  and  August  Ist.  1912,  be  and  it  hereby 
is  authorized,  approved,  ratified  and  ctrnfirmed. 


In  the  Mattbb  of  Toll  Rates  Ciiaugbd  hy  the  New  York 
Telephone  Company  within  the  City  of  New  York. 

Case  No.  3601. 

Decided  June  u,  1913. 

Kednction  of  SnbKiiben'  Toll  Rates  within  the  City  of  New  York. 

Upon  investigation.*  on   the  Commission's  own   motion,  with   respect  to 
the  toll  rates  charged  by  the  New  York  Telephone  Company  within  the  city 


*The  order,  dated  May  21,  1913,  directing  the  institution  of  this  investiga- 
tion is  printed  in  Commission  Leaflet  No,  18,  at  page  911. — Ed.  ,  1^ 
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of  New  Vork,  the  Company  agreed  to  make  reductions  in  its  toll  rates  '.o 
subscribers,  substantialfy  in  accordance  with  the  reductions  indicated  by  the 
Commission  during  the  hearing  as  desirable. 

The  Commission  commended  the  action  o£  the  Company  whereby  Ihe  fx.- 
penditure  of  much  time  and  labor  in  conducting  public  hearings  was  made 
unnecessary,  and  held  that  the  reductions  were  required  not  upon  the  basis 
of  the  cost  of  service,  4)Ut  because  of  the  peculiar  conditions  existing  in 
New  York  City  and  do  not  constitute  a  standard  with  which  other  telephone 
rates  within  the  city  are  necessarily  to  be  compared. 

The  question  of  pay  station  rates  was  not  disposed  of,  for  the  reason 
that  the  Company  would  not  consent  to  the  reduction  of  its  pay  station 
rates  to  the  level  of  the  subscribers'  toll  rates  in  instances  where  the  pay 

The  Commission's  order  provided  for  the  establishment  of  the  reduce  1 
subscribers'  toll  rates  and  continued  the  proceedings  with  respect  to  such  pay 
station  rates  as  exceeded  the  maximum  subscribers'  toll  rates  herein 
prescribed.* 

ORDER. 

Pursuant  to  tlie  order  of  May  21,  1913,t  instituting  this 
proceeding  upon  the  motion  of  the  Commission,  a  general 
hearing  was  held  at  the  office  of  the  Commission  in  New 
York  City  on  May  27,  1913.  At  said  hearing  a  general  dis- 
cussion was  had  concerning  toll  rates  within  the  city  of 
New  York.  Since  said  hearing  the  respondent  company  has 
agreed  to  make  reductions  In  its  toll  rates  substantially  in 
accordance  with  the  reductions  generally  indicated  by  the 
Commission  as  desirable  during  the  course  of  the  hearing, 
thus  avoiding  the  necessity  of  taking  testimony  in  respect 
of  toll  rates  so  to  be  reduced.  These  reductions  relate  to 
subscribers'  toll  rates  and  are  as  follows : 

Respondent's  zone  1  comprises  what  is  known  as  lower  Manhattan,  that 
is  to  say,  below  what  is  substantially  IlOth  street.  Respondent's  zone  2 
comprises   upper  Manhattan  and  Melrose  and  Tremont. 

Between  zones  1  and  2  on  the  one  hand  and  respondent's  territory  on 
Long  Island  within  the  city  of  New  York  except  the  exchange  areas  known 
as  Hammels,  Far  Rockaway,  Springfield,  HoUis  and  Bayside,  the  toll  rate 
is  made  five  cents. 

The  toll  rate  between  zones  1  and  2  and  Hammels,  Far  Rockaway,  Spring- 
field, HoUis  and  Bayside  will  be  ten  cents. 

The  toll  rate  between  zone  3,  known  as  upper  Bronx  and  zone  1  will  be 
five  cents,  zone  2  being  local  with  zone  3. 

The  toll  rate  between  zone  3,  upper  Bronx,  and  the  Long  Island  territory 
above  described,  viz.,  zones  6,  7,  8,  9,  10,  Jamaica  (except  HoUis)  and  Flush- 
ing (except  Bayside)  will  be  10  cents. 

♦Editor's  headnote.  . , ,  < , 
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The  toll  rate  between  zone  3  and  Bayside,  Hollis,  Springfield.  Far  Rocka- 
way,  and  Hammels  will  be  fifteen  cents. 

The  toll  rate  between  any  two  points  on  Long  Island  within  the  city  of 
New  Yot^t  will  not  exceed  five  cents,  there  being  no  change  in  what  are 
known  as  local  service  areas. 

The  toll  rate  between  Tomkinsville,  West  Brighton  and  New  Dorp  on 
the  one  hand,  and  zones  1  aod  2,  comprising  lower  Manhattan,  upper  Man- 
hattan and  Meirose  and  Tremont  in  the  Bronx  will  not  exceed  ten  cents. 

The  t<M  rate  between  Tottenville  and  zones  I  and  2  will  not  exceed  fifteen' 
cents. 

The  toll  rate  between  all  Staten  Island  points  and  zone  3  will  be  (ifteen 

The  toll  rate  between  all  Staten  Island  points  and  all  points  in  the  city 
on  Long  Island  will  be  fifteen  cents. 

Under  these  rates  the  five-cent  toll  rate  applies  between 
all  of  Manhattan  below  the  Harlem  Blver  and  also  Meirose 
aud  Tremont  in  the  Bronx  on  the  one  band  and  that  part  of 
the  city  of  New  York  on  Long  Island  on  the  other,  except 
Bayside,  Hollis,  Springfield,  Far  Bockaway  and  Hainmels, 
as  to  which  the  rate  is  ten  cents.  It  will  be  observed  that 
zone  2  is  added  to  Manhattan  zone  1  as  taking  common 
toll  rates.  The  rates  between  Staten  Island  and  the  other 
portions  of  the  city  of  New  York  are  included  herein  by 
consent  of  respondent  notwithstanding  the  question  as  to 
jurisdiction  of  the  Oommission  by  reason  of  the  lines  of 
respondent  from  Staten  Island  being  run  through  the  State 
of  New  Jersey  to  reach  the  other  parts  of  the  city  of  New 
York. 

The  question  of  pay  station  rates  still  remains  to  be  con- 
sidered in  this  case  and  is  not  disposed  of  by  this  determina- 
tion. Respondent's  pay  station  rate  Is  five  cents  higher 
than  the  subscribers'  rate  where  the  subscribers'  rate  is  as 
low  as  five  cents.  Where  the  subscril>er8'  rate  is  ten  cents  or 
more  the  pay  station  rate  is  the  same.  The  respondent  com- 
pany not  having  consented  in  this  case  to  the  reduction 
of  such  higher  pay  station  rate  the  case  will  be  continued 
for  further  investigation  upon  the  matter  of  pay  station 
rates  and  will  be  set  for  further  bearing  as  soon  as  practi- 
cable in  this  proceeding. 

Some  of  the  reductions  in  rates  effected  by  the  order  to 
be  entered  are  included  by  the  respondent  in  its  toll  rate 
tariff  whicli  will  be  effective  July  1,  1913,  the  tariff  cover- 
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ing  such  reductions  having  been  filed  since  the  beginning 
of  this  proceeding. 

For  the  greater  part  of  the  territoi*j  covering  the  more 
thickly  settled  portions  these  reductions  provide  a  common 
five  ceuta  subscribers'  toll  rate  to  and  from  Manhattan  and 
Melrose  and  Tremont.  Tliere  are  also  corresponding  reduc- 
tions to  and  from  zone  3,  and  it  is  also  to.be  noted  that  the 
subscribers'  toll  rate  between  points  within  the  city  on  Long 
Island  will  not  exceed  five  cents.  No  increase  in  rates  are 
involved  and  no  areas  heretofore  local  are  changed  to  toll 
rate  service. 

The  response  of  the  respondent  company  to  the  order  in 
this  proceeding,  whereby  numerous  reductions  in  subscrib- 
ers' toll  rates  aggregating  a  very  large  sum  of  money  upon 
the  present  business,  such  action  being  taken  witliout  tlie 
expenditure  of  time  and  labor  involved  in  public  hearings 
with  the  submission  of  sworn  testimony  and  documentary 
evidence,  is  greatly  to  be  commended. 

The  Commission  is  satisfied  that  these  reductions  in  toll 
rates  are  important  and  required  in  the  interest  of  the  public 
under  the  peculiar  conditions  which  exist  in  the  city  of  New 
York  where  many  liundred  thousands  of  the  population  travel 
daily  to  and  from  Manhattan  and  the  adjoining  Brooklyn 
and  Long  Island  city  areas  for  business  and  other  purposes. 
These  reductions  must  he  regarded  as  necessary  under  the 
peculiar  conditions  existing  in  New  York  City,  and  the 
reduced  rates  are  required  not  upon  tlie  basis  of  cost  nor  as 
constituting  a  basis  by  wliich  other  telephone  rates  within 
the  city  are  necessarily  to  be  compared.  These  reduced  toll 
rates  are  expectetl  to  contribute  gi'eatly  to  the  needs  and 
convenience  of  the  people  within  the  city  throughout  its 
great  area  on  the  one  liand  and  to  stimulate  eflfectively  the 
increased  use  of  telephones  on  the  other. 

Now,  after  full  consideration,  it  is 

Ordered.  That  on  and  after  the  Ist  day  of  July.  1913,  the 
subscribers'  toll  rates  charged  by  the  respondent,  New  York 
Telephone  Company,  between  points  in  the  city  of  New  York 
(outside  of  the  local  service  areas  now  fixed  by  respondent 
wherein  no  additional  toll  charge  is  collected)  shall  not  ex- 1  , 

■■■"■■ 1>"- 


In  re  Toll  Bates  in  New  York  Cits.  53 

ceed  the  subscribers*  toll  rates  bereinafter  set  forth,  and  the 
respondent  is  hereby  directed  and  required  to  cease  and 
desist  from  making  any  higher  toll  charge  to  its  subscribers 
OD  and  after  said  date  than  the  rates  so  specified  below,  as 
foUows,  to  wit : 

1.  Five  cents  between  respondent's  zone  1  and  zone  2  on  the  one  hand, 
and  respondent's  territory  on  Long  Island  within  the  city  of  New  Yoric 
except  exchanges  known  as  Hammels,  Far  Rockaway,  SpringReld,  Hollis 
and  Bayside. 

2.  Ten  cents  between  respondent's  zone  1  and  zone  2  on  the  one  hand, 
and  respondent's  exchange  areas  known  as  Hammels,  F^r  Rockaway,  Spring- 

leltt,  Hollis  and  Bajside. 

3.  Five  cents  between  respondent's  zone  3  and  zone  I. 

4.  Ten  cents  between  respondent's  zone  3  and  respondent's  terrilory  on 
Long  Island  within  the  city  of  New  York  except  Hammels,  Far  Rockaway, 
Springlield,  Hollis  and  Bayside. 

5.  Fifteen  cents  between  respondent's  zone  3  and  respondent's  exchange 
areas  on  Long  Island  known  as  Hammels,  Far  Rockaway,  Springfield,  Hotliii 
and  Bayside. 

6.  Five  cents  'between  any  two  points  within  the  city  of  New  York  on 
Long  Island,  the  areas  which  are  local  to  subscribers'  service  to  be  continued. 

7.  Ten  centa  between  respondent's  zone  1  and  zone  2  on  the  one  han'l. 
and  Tomkinsville,  West  Brighton  and  New  Dorp  (Staten  Island). 

8.  Fifteen  cents  between  respondent's  zone  1  and  zone  2  on  the  one  hani!, 
and  Tottenville  (Staten  Island). 

9.  Fifteen  cents  between  respondent's  zone  3  and  all  Staten  Island  points. 
10.     Fifteen  cents  between   all   points   on   Long   Island  within   the  city  of 

Xew  York  and  all  Staten  Island  points. 

Ordered  further.  That  this  proceeding  be  and  is  hereby 
continued  for  further  investigation  and  hearing  with  refer- 
ence to  the  pay  station  rates  of  respondent  which  exceed  tlie 
mazimam  subscribers'  toll  rates  hereby  determined. 
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PubKc  Service  Commission. 

In  the  Mattee  of  the  Application  of  The  Newton  Fali^ 
Telephone  Company  fob  Consent  and  Authority  to 
Issue  {860  in  Stock. 

No.  300. 

Decided  Ma\  Z4.  1913. 

Authorization    of    Stock    Dividend — Reimbunement    for    Capital    Ex- 
penditure Hade  out  of  Income. 

OBDEB. 

The  Newton  Falls  Telephone  Company,  a  corporation  or- 
ganized nnder  the  laws  of  the  State  of  Ohio,  having,  on  the 
twenty-ninth  day  of  July,  1912,  filed  its  petition  praying 
for  the  consent  and  authority  of  the  Commission  to  issue  and 
distribute,  pro  rata,  to  its  several  present  stockholders,  its 
capital  stock  of  the  principal  amount  of  Eight  Hundred  and 
Sixty  Dollars  in  reimbursement  for  moneys  theretofore 
actually  expended  from  income  for  the  construction  of  addi- 
tions, extensions,  improvements  and  betterments  to  Its  plant 
and  property,  which  said  moneys  said  stockholders  might, 
otherwise,  have  received  as  dividends  upon  their  said  invest- 
ment, and  said  The  Newton  Falls  Telephone  Company  hav- 
ing, on  the  eleventh  day  of  April,  1913,  filed  its  amended 
petition  herein,  increasing  the  principal,  amount  of  said  stock 
so  sought  to  be  issued  and  distributed,  as  a  stock  dividend, 
to  the  sum  of  Two  Thousand,  One  Hundred  and  Forty  Dol- 
lars, as  fully  set  out  in  said  petition  and  amended  petition, 
and  the  time  for  hearing  said  matter  having  been  fixed  for 
Monday,  April  twenty-first,  1913,  at  three  o'clock,  P.  M.,  and 
due  notice  of  the  time  and  place  of  said  hearing  having  been 
given,  and  having  been  beard  on  said  day  and  the  further 
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consideration  thereof  continued  from  day  to  day,  ttie  same 
came  on  this  day  for  final  consideration  upon  the  petition, 
the  amended  petition,  the  evidence  and  exhibits. 

After  considering  the  pleadings,  hearing  the  evidence  and 
examining  the  ezliibits,  and  being  fully  advised  in  the 
premises,  and  it  appearing  that  said  capital  stock  is  to  be 
issued  to  the  present  stockholders  of  said  company  in  re- 
imbursement of  moneys  heretofore  actually  expended  from 
income  for  the  construction  of  additions,  extensions,  improve- 
ments and  betterments  to  the  plant  and  properly  of  said  com- 
pany, which  said  stockholders  might,  otherwise,  have  received 
as  dividends  upon  their  said  investment,  the  Commission  is 
satisfied  that  the  prayer  of  said  petition,  as  amended,  should 
be  granted. 

It  ii,  therefore^  ordered,  That  said  The  Newton  Falls  Tele- 
phone Company  be,  and  it  is  hereby,  authorized  to  issue  its 
capital  stock  of  the  total  principal  amount  of  two  Thousand, 
One  Hundred  and  Forty  Dollars  (|2,140.00),  it  being  the 
opinion  and  finding  of  the  Commission  that  the  issue  of  said 
capital  stock  is  reasonably  required  for  the  proper  purposes 
of  said  corporation. 

It  is  further  ordered,  That  said  capital  stock  be,  by  said 
The  Newton  Fails  Telephone  Company,  distributed  pro  rata 
among  its  present  stockholders  in  reimbursement  for  certain 
moneys  heretofore  expended  from  income  for  the  construc- 
tion of  additions,  extensions,  improvements  and  betterments 
to  its  plant  and  property,  which  said  moneys  said  stock- 
holders might,  otherwise,  have  received  as  dividends  upon 
their  said  investment 

It  i»  further  ordered,  That  said  The  Newton  Falls  Tele- 
phone Company  make  verified  report  to  the  Commission  of 
the  distribution  of  said  capital  stock,  detailing  the  names  of 
its  pi^sent  stockholders,  their  respective  present  holding 
of  its  capital  stock  and  the  amount  of  said  capital  stock, 
herein  authorized  to  be  issued  and  distributed,  by  them 
received  upon  such  distribution. 

Dated  at  Columbus,  Ohio,  this  twenty-fourth  day  of  May, 
1913L 
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ArPLiGATioN  OF  The  Carey  Fabmees'  Telephone  Company 
Fiiu  I'lnsicAi,  Connection. 

Decided  June  z.  igii. 

No  Jurisdiction  over  Complaints  Filed  by  Mutual  Telephone  Companies 
— Physical  Connection  Denied. 

It  api)eai'iiig  tlmt  your  company  has  not  flle<l  a  aobedule 
of  rates  aiirl  charges  for  its  service  with  the  Commission,  and, 
further,  that  it  is  a  mutual  company  and  has  no  rates  and 
charges  for  its  sei-vice,  it  is  not  sncli  a  corporation  as  ia 
snhject  to  the  dnties  and  obligations  imposed  by  the  Pnhlic 
Service  Commission  Act  of  Ohio  nor  may  it  invoke  the  pro- 
visions of  the  same  to  secure  such  relief  as  you  desire. 

If  I  am  in  error  and  your  company  does  impose  charges 
for  itH  service,  you  should  prepare  and  file  with  the  Commis- 
sion a  schedule  of  such  charges  and  rates,  when  The  Carey 
Farmers'  Tele])lione  Company  will  he  competent  to  file  its 
c(Mnplaint  against  the  company  or  companies  whose  toll  serv- 
ice y(»u  desire  to  secure. 

I  am  enclosing  herewith,  a  copy  of  tlie  Commission  Act, 
to  Section  four  of  which  yon  are  particularly  referred. 

This  is  in  reply  to  your  letter  of  May  twenty-ninth,  reciting 
your  lack  of  toll  connections  and  stating  your  desire  t<> 
institute  jtroceedings  which  will  enable  you  to  secnre  this 
service.* 


/»  re  Joint  Use  of  Poles  by  The  Rbunswick  Telephone 

CO.MPANV   AND   THE  C,   S.   W.   &   C.    ELECTRIC   RAILW.4Y 
COMPA.NY. 

Dated  /une  6,  1913. 

Joint  Use  of  Poles  by  Telephone  Company  and  Electric  Light  Com- 
pany— Wire    Construction — Compliance   with  the    Code   of   the 
National  Electric  Light  Association  Recommended. 

I  am  enclosing  herewith  a  copy  of  the  report  of  the  Com- 
mits on  s  ]  \pertt  in  the  matter  of  the  joint  use  of  poles 
ly  t  lepl    ne  and  electric  companies. 


nf     mat       1  ng  contamed  in  a  klter  dated  June  2.  1913,  and  issued  0 
he        na  u  e     f  the  Secretary  of  the  Commission. — Ed. 
IF   n        beo    ,— Ed, 
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I  suggest  that  vou  follow  the  instructions  of  tlie  Expert 
and  submit  to  the  Commiseioii  a  (nintract  setting  out  in 
detail  the  provisions  under  which  tliese  wires  will  be  strung, 
if  such  joint  use  of  poles  is  perniittwl.  After  a  consideration 
of  this  contract,  the  Commission  will  then  be  able  to  de- 
termine whether  the  arrangement  yim  have  in  iniud  may  be 
entered  into. 

This  is  in  reply  to  jour  original  inquiry  of  May  twelfth." 

REPORT  OF  ELECTRICAL  EXPERT, 

Relative  to  letter  of  The  Brunswick  Telephone  Company  of  Medina,  Ohio, 
under  date  o(  May  12th,  1913,  relative  to  joint  use  of  poles,  I  would  sugge^r 
that  The  Brunswick  Telephone  Company  \m  instructed  to  prepare  a  con- 
tract for  the  joint  use  of  their  poles  by  The  C.  S.  W.  &  C.  Electric  Rail- 
way Company.  This  contract  should  specify  number  and  location  of  poles 
to  be  used  jointly,  it  should  also  specify  the  manner  of  use,  the  character 
of  construction.  These  specifications  should  comply  with  the  overhead  lin- 
code  of  the  National  Electric  Light  Association,  section  governing  the  joint 
use  of  poles  by  telephone  and  electric  light  companies,  as  well  as  such  other 
matter  as  the  Company  may  desire  to  incorporate.  This  contract  should  be 
executed,  subject  to  the  approval  of  The  Public  Service  Commission  of 
Ohio,  and  then  submitted  to  the  Commission  tor  approval-t 


The  IjOcal  Tei-ephone  Compa.ny  of  Bei-levue.  Ohio,  Com- 
plainant. I*.  The  Craxberrv  Mutual  Telephone  Com- 
pany, DEFEXnANT. 

Nr).  480. 
Decided  June   is,   tgiS. 

No  Jntudktion  over  Complaints  against  Mutual  Telephone  Companies. 

ORDER. 

This  case  came  on  to  be  heard  upon  the  pleadings  and  the 
evidence,  and  was  argued  by  counsel,  and  the  Commission, 
being  fully  advised  in  the  premises,  and  it  being  made  to 
appear  that  said  The  Cranberry  Mutual  Telephone  Company 

'Informal  ruling  contained  in  a  letter  dated  June  6,  1913,  and  issued  over 
the  signature  of  the  Secretary  of  the  Commission.— Ed. 

tRecommendations  contained  in  a  letter  addressed  to  the  Commissio.i  by 
its  electrical  expert  under  date  of  May  29,  1913.— Ed. 

'"  '  ■■■■"■■■  " ,:>'^ 
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is  incorporat«d,  urganizei]  and  operating  not  for  profit,  the 
Oommissiui]  finds  tbat  it  has  no  jurisdiction  to  entertain 
tliis  complaint  or  to  decide  the  issues  therein  raised. 

/(  is,  therefore  ordered,  Tliat  tliis  case  be,  and  the  same  is, 
liereby  dismissed. 

Dated  at  Columbus,  Oliio,  this  twelfth  day  of  June,  1913. 
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OKLAHOMA. 

Corporation  ComniisBion. 

In  re  Application  of  C.  E.  Devin,  Owner,  Apache  Tei^- 
PHONE  Exchange,  to  Raise  Bates  fob  Business  and 
Behidbnce  Telephone  Service  in  the  Town  of  Apache. 

Cause  No.  174&— Order  No.  703. 
Decided  May  so,  1913. 

Busiiicw    and    Rcndcnce    Rate»— Increue    Denied— Clusifications    of 
Service. 

Upon  application  by  the  Apache  TelephtHie  Exchange  for  authority  to  in- 
crease its  rates  for  business  and  residence  service. 

Hetd:  That  the  net  income  of  12.9  per  cent,  on  the  investment,  earned 
under  the  present  rates,  is  ample  to  provide  for  reserves  and  return  on  the 
investment : 

That  (here  should  be  only  two  classes  ot,  telephones  in  an  exchangF  for 
local  service,  viz:  Business  and  Residence;  and  that  the  rates  should  be  the 
same  for  each  sort  of  service  within  a  class; 

That  the  cost  of  a  desk  telephone  is  so  slightly  in  excess  of  the  cost  of 
a  wall  telephone  that  no  difference  should  be  made  in  the  rates. 

The  application  was  denied  except  that  a  uniform  rate  of  $2.00  per  month 
was  estabKshed  for  business  telephones  in  place  of  the  previous  rates  of 
$1.50  for  office  telephones;  $175  for  wall  telephones  and  $2X)0  for  desk 
telephones.* 

FINDINGS  OF  FACT,  OPINION  AND  ORDER. 

■  By  the  Commission: 

The  applicant  herein  applied  to  the  Commission  for  au- 
thority to  increase  the  rat«8  for  business  and  residence  tele- 
phone service. 

After  macli  correspondenoe  relative  to  the  proposed  in- 
crease, the  Commission  set  the  case  and  lieard  the  same  at 
Apache.  On  motion  and  agreement  of  the  citizens  of  the 
town,  no  evidence  was  taken,  hut  it  was  stipulated  that  the 

'Editor's  budnote. 
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reports  of  the  applicant  and  the  correepondence  relative  to 
the  increase  in  rates  should  constitute  the  basis  of  an  order 
to  be  issued  by  the  Commission, 

The  applicant  made  reports  to  the  Commission  showin<2; 
the  receipts  and  disbursements  of  the  plant  and  also  filed 
an  inventory  of  the  physical  property  frum  which  the  tele- 
phone engineer  of  the  Commission  compiled  a  report  show- 
ing the  replacement  cost  of  the  plant  on  the  basis  of  ail 
new  material  and  e()nipment  throughtmt.  The  replacement 
cost  thus  found  was  |8,tl31.70. 

Statements  filed  showing  the  various  classes  of  service 
rendered  together  with  the  reveitue  accruing  from  same  and 
the  expense  incident  tu  the  uperatitm  of  the  plant,  result  as 
follows : 

(Jross  receipts  from  the  present  number  of  stations  con- 
nected with  the  plant,  i.  e.,  290,  including  the  commissions 
received  for  the  handling  of  toll  or  long  distance  messages. 
.  f3,456.00.  The  total  oi>erating  expense,  excluding  interest, 
depreciation  and  uncollectible  accounts,  f2,481.30. 

The  applicant,  at  the  instrnction  of  tlie  Commission, 
circulated  a  petition  among  his  subscribers  asking  that  he, 
owing  to  pending  legislation  favorably  reported,  and  alleg- 
ing that  the  present  rates  for  service  do  not  pay  a  reasonable 
return  on  the  investment,  be  allowed  to  increase  the  rates 
for  business  and  residence  telephones  twenty-five  cents  per 
station  per  month.  Thirty-two  names  were  signed  to  the 
petition  before  presentation  to  the  Commission. 

It  being  the  duty  of  the  Commission  to  ascertain  the  true 
status  of  the  company  before  ruling  on  the  request,  the  hear- 
ing above  referred  to  was  held. 
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Table   Showing   the    Number   of   Stations    Connected    with   the   Plant, 

together  with  the  Rate  Charged  for  Each  CIbbb  of  Service  and 

the  Revenue  which  Should  Accnie  from  Same  together 

with  the  Commiuiona  Allowed  Applicant  for  the 

Handling  of  Toll  Buaineas. 


TELEPHONE   CLASSIFICATION 


Business  desk  telephones 

$2.00 

$36.00 

Business   wall   telephones 

1.7S 

33.25 

Business  office  telephones 

1.50 

7.S0 

Residence  .telephones 

1.00 

90,00 

1.00 

85,00 

Rural    residence    subscribers    who 

for     maintenance     and     switching 

service 

75 

25  50 

Rural  residence  subscribers  who  own 

their  own  instruments  and  line  but 

pay  for  maintenance  and  switching 

■ervice 

.50 

2O0 

Rural    subscribers    who    pay     for 

switching  only 

25 

8.75 

TOTAL  KENTALS  DUE  PEl    MONTH 

$288.00 

TOTAL    aiNTALS    DUE    PER    ANNUM 

3.456.00 

TOTAL  COMMISSIONS  SHOWN  BY  REPORT 

NUM 

357,13 

Estimated  Total  Revenue  per  An 

$.^.813.13 

EXPENSE. 

Xet  Operating  Incoue  Available  i 
TEBEST.  Return  on  I nvestm en 
FRECiATioN  AND  FOR  Reserves 


T  PLANT   SHOWN    I 
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depreciation. 

Ihose  parts  of  the  plant  which  have  a  life  of  approximately  te 
years  on  which  an  amount  suRtcietit  to  care  tor  depreciatio 
less  salvage,  should  be  set  aside: 

Switchboards  $  468.50 

Subscribers'  stations  2,207.00 

Furniture  and  Rxtnres  30.00 


^705.50 
Less  salvage  20  per  cent.  541.10 


amount  to  be  set  aside  in 
ten  years  $2,164.40 

Amount  to  be  set  aside  peb  an 


Net  Income  Available  fob  Ikteeest  and  Reserves  $1,115^9 

Pebcent.  Being  Made  on  Investment  as  f»  Above  Statement  12.9% 

The  Commission  is  of  the  opinion  that  in  an  exchange 
for  local  service  purposes  there  shonld  be  but  two  classes 
of  telephones,  i.  e.,  business  telephones  and  residence  tele- 
phones— A  business  telephone  is  one  that  serves  the  sub- 
scriber in  bis  ofBce,  store,  place  of  amusement  or  any  place 
where  business  is  transacted;  and  all  such  telephones  should 
carry  the  same  rate  for  the  same  class  of  service,  i.  e.,  direct 
line,  two  or  more  party  line.  The  same  theory  shall  apply 
to  a  residence  telephone.  As  will  be  noted  above,  there  are 
three  different  rates  charged  for  telephones  under  the  classi- 
fication of  business  telephones.  This  the  Commission  does 
not  believe  should  continue,  and  further  as  the  cost-  of  a  desk 
telephone  is  so  slightly  in  excess  of  the  cost  of  a  wall  tele- 
phone there  should  be  no  different  rate  charged  for  the  in- 
stallation of  same  than  is  charged  for  a  wall  telephone. 

It  is  clear  from  the  facts  as  above  stated,  which  are 
deduced  from  the  reports  of  the  applicant  filed  Incident  to 
the  petition,  that  the  application  is  unwarranted.  The  re- 
turn to  the  plant  under  the  present  rates  is  12.9  per  cent., 
which  pep  cent,  allows  ample  for  return  on  investment  and 
for  reserves.  Therefore  with  the  exception  of  wiping  out 
the  apparent  discrimination  in  the  rates  for  business  tele- 
phones the  application  will  be  denied, 

/*  t»,  therefore,  ordered.  That  the  rates  to  be  charged  for 
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telephone  service  in  the  town  of  Apache  on  and  after  the 
first  day  of  June,  1913,  shall  be  as  follows: 

Business  telephone  direct  line   t2.00  per  month 

Residence  telephone  direct  line ■•  .f  1.00  per  month 

and  that  the  rates  for  rural  telephone  service  shall  remain 
the  same  as  at  present  unless  otherwise  ordered  by  the  Com- 
mission. The  application  to  raise  rat^  will  be  and  is  here- 
by denied. 

Dated  at  Oklahoma  City,  Oklahoma,  this  10th  day  of  May, 
1913. 
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Railroad  Commission. 

In  the  Maitee  of  the  Api'i-ication  of  the  Home  Tele- 
phone Company  of  Hood  Riveu,  Ouwjok,  vmt  Authok- 
iTY  to  Advance  Certain  Rates. 

Pile  U.  r.— 7. 

Dcddfd  April  iS,  iqij, 

Subttitution  of  Toll  Service  for  Free  Switching  Service,  Accompanied 

bjr  Reduction  of  Locai  Exchange  Rental — Diacount  for  Prompt 

Payment 

ORDER. 

On  tliis  IStli  day  of  April,  1!>18,  Wua  iiiiilter  coiik'n  uii 
before  the  Commission  for  final  decision,  having  heretofore 
been  fully  heard,  and  Bubmitted  upon  the  application  of 
the  Home  Telephone  Company  of  HoikI  River,  the  evidence 
and  proofs  offered  and  the  representatitniK  made  hy  the  pii- 
trons  of  the  saiil  line. 

This  applicatioH  is  for  autliority  to  iiiciTase  certain  rater* 
over  those  in  effect  January  1,  1911.  I'rior  to  and  «ii 
January  1,  1911,  the  exchange  rental  in  what  is  known  as 
Upper  Hood  River  Valley  was  fl.75  per  month,  with  a 
discount  of  twenty-five  cents  per  month  for  pronii>t  i»ay- 
ment,  for  residence  telephones.  On  June  15,  1911,  tlie  Home 
Telephone  Company  of  Hood  River,  Oregon,  put  in  a  switch- 
ing charge  of  ten  cents  per  call  I>etween  what  are  knowii 
as  the  Upper  and  Lower  Hood  River  Valleys,  and  at  the 
same  time  reduced  the  exchange  rental  for  a  telephone  to 
f3.75  per  quarter  for  party  line  residence  telephones,  witli 
a  discount  of  seventy-five  cents  if  the  account  is  paid  quarter 
annually  in  advance  before  the  15th  day  of  the  first  month 
in  the  quarter.  The  application  is  for  the  approval  of  titc 
ten  cent  switching  charge. 
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The  Commission  having  examined  the  application  and 
Jieard  the  evidence  and  proofs  offered  and  being  fully  advised 
i»  the  premises,  flnds : 

That  a  reasonable  and  non-discriminatorj  rate  to  be  main- 
tained by  said  Home  Telephone  Company  of  Hood  River, 
Oregon,  for  telephones  in  the  Upper  Hood  River  Valley  Is 
f6.00  per  (jnarter  for  party  line  business  telephones,  and 
93.75  per  quarter  for  party  line  residence  telephones,  with 
a  discount  of  seventy-five  cents  if  the  account  is  paid' quarter 
annually  in  advance  before  the  15th  day  of  the  first  month  in 
the  quarter,  and  that  a  reasonable  toll  charge  for  switching 
service  between  the  Upper  Hood  River  Valley  and  Lower 
Hood  River  Valley,  including  the  city  of  Hood  River,  is 
live  cents  per  call. 

It  IS,  therefore,  ordered,  considered  and  determined.  That 
the  said  application  be  granted  to  the  extent  of  maintaining 
the  rates  hereinbefore  found  to  be  reasonable  and  non-dis- 
criminatory. 
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Public  Utilities  Commission. 

Application  of  The  Rhode  Island  Company  for  Author- 
ity TO  Grant  Free  Tbanspobtation. 

Order  No.  25. 

Decidtd  lune   S,   1913. 

Free  Tranaportmtion  of  Telephone  Emploreea. 

ORDER. 

Upon  consideration, 

/(  is  ordered,  Tbat  the  a]>proval  of  the  ConuniKsion  be 
given  to  the  granting,  by  said  Tlie  Rhode  Island  Company, 
of  free  transjwrtation  to  the  employees  of  said  Providence 
Telephone  Company  according  to  the  terms  of  said  agree- 
ment, until  the  termination  of  said  agreement  June  1,  1913. 


In  the  Matter  op  the  Application  of  Providence  Tei.e- 
phone  comi'anv  for  authority  to  grant  special 
Rates  in  Exchange  foe  Sbrviob,  Bights  oe  Priv- 
ileges. 

Order  No.  38. 

Decided  March   zp,   /pij. 

Approval  of  Special  Rates  in  Exclunge  for  Service,  Rights  or 
Privileges. 

ORDER. 

Upon  consideration  of  the  application  of  Providence  Tele- 
phone Company  for  autliority  to  grant  special  rates  in  ex- 
change for  service,  rights  or  privileges, 
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It  is  ordered,  That  the  approval  of  the  CommisBion  hereby 
is  given  to  the  Providence  Telephone  Company  to  grant 
special  rates  to  the  following : 

(1)  Persons  granting  said  Telephone  Company  rights 
to  locate  poles  or  wii*es  or  other  privileges  where  such  rights 
or  privileges  were  granted  previous  to  the  passage  of  the 
Public  Utilities  Act,  the  granting  of  such  special  rates  seem- 
ing to  the  Coinmission  to  be  required  in  the  interest  of  the 
public  and  not  being  unjustly  discriminatory. 

(2)  Utilities  in  exchange  for  service  as  follows: 

Bay  State  Street  Railway,  Newport,  R.  I.;  Jamestown  & 
N'ewport  Ferry;  Rhode  Island  Company  and  New  York,  New 
Haven  &  Hartford  Railroad  Company. 


In  the  M.mteb  of  the  Application  of  Phoviubnce  Tele- 
phone Company  foe  Authobity  to  Amend  Its  Tabiff 
R.  I.  P.  U.  C.  No.  1  wmioiiT  the  Btatutoby  Publica- 
tion AND  Notice  to  the  Commission. 

Order  No.  47. 

Decided  May   26,   1913. 

Rednction  of  Toll  Rate  without  Statutory  Notice. 

ORDER. 

Upon  considei-atiou  of  the  application  of  the  Providence 
Telephone  Company  for  authority  to  amend  its  tariff  R.  I. 
P.  U.  C.  No.  1  without  the  statutory  publication  and  notice 
to  the  Commission, 

/(  i*  ordered.  That,  forgooti  cause  shown,  said  Providence 
Telephone  Company  be,  and  it  hereby  is  authorized  to  amend 
without  tlie  statutory  publication  and  notice  to  the  Commis- 
sion, said  tariff  R.  I.  P.  U.  C.  No.  1  for  the  purpose  of  reduc- 
ing the  toll  charge  between  Jamestown  and  Newport  from 
ten  cents  to  five  cents,  said  reduction  to  be  published  in 
tariff  R.  I.  P.  U.  C.  No.  1  A,  and  said  tariff  to  become  effec- 
tive June  1,  1913. 
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SOUTH  DAKOTA. 

Board  of  Railroad  Commissioners. 

Ghablbs  Nelson,  Complainant,  f».  Hurley  Telephone 
Company,  Vibobg  and  Cbntebpoint  Telephone  Com- 
pany, The  Steningeb  Telephone  Company,  Tki-Coukty 
Farmers'  Telephone  Company,  Wakonda  Telephone 
Company,  Centebvillb  Telephone  Company  and  Citi- 
zens' Tblbphone  Company,  Dependants. 

Complaint  No.  1319. 

CotuiectinK  CompanicB— Discriminatioii  in  Switching  Charcea— PrM  In- 
terchange of  Switching  Service  Unlawful. 

Upon  complaint  of  discrimination  against  several  connecting  telephone 
companies,  it  appeared  that  free  interchange  of  service  existed  between 
certain  lines,  w)iile  a  toll  charge  was  made  for  messages  between  otlier  lines. 

Held:  That  Section  8  of  the  statute  expressly  provides  for  the  inter- 
change and  switching  of  messages  between  lines  for  a  reasonable  compensa- 

That  there  is  but  one  lawful  rate  for  any  service,  and  that  Is  the  rate  named 
in  the  schedule  (tied  in  the  office  of  the  Board  of  Railroad  Commissioners, 
and,  inasmuch  as  the  law  provides  that  these  schedules  shall  show  in  dollars 
and  cents  the  exact  rate  to  be  charged  the  public,  there  can  be  no  question 
but  that  the  rates  and  charges  to  be  exacted  by  a  telephone  company,  as 
well  as  by  all  common  carriers,  must  be  paid  in  money  or  cash  and  this 
irrespective  of  the  provisions  of  the  anti-pass  law  of  the  state; 

That  under  the  provisions  of  the  statute  it  is  unlawful  for  a  telephone 
company  to  accept  in  payment  for  services  over  its  lines,  similar  service 
over  other  telephone' lines." 

OPINION  OF  COUNSEL  FOR  THE  BOARD.tt 

Id  tliis  complaint  tliere  is  a  general  charge  of  discrimina- 
tion. All  ef  tlie  telcpliAne  cninpanies  in  question  are  located 
in  Turner  County  and  are  so  constructed  that  connection  is 

•Editor's   headnote. 

tin  its  Pamphlet  No.  I,  issued  August  1,  1912,  the  Board  states  that  the 
opinions  of  its  Counsel  will  govern  in  the  various  subjects  to  which  they 
relate  unless  reconsidered  by  the  Board  or  reversed  by  court  procedure.— Ed. 

tThe  Board's  Decision,  dated  April  24,  1913,  will  be  printed  in  Commission 
Leaflet  No.  20.— Ed. 
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made  between  all  of  the  lines.  As  between  some  of  the  com- 
panies there  has  existed  for  some  time  an  agreement  under 
and  by  virtue  of  the  terms  of  which  patrons  on  one  line  are 
pei-mitted  to  talk,  free  of  any  charge,  with  all  of  the  patrons 
on  the  connecting  line,  and  vice  versa,  while  as  to  other 
lines  a  charge  is  exacted  for  the  ase  of  the  foreign  line. 

The  Steninger  Telephone  Company  is  located  at  Parter, 
and  has  an  exchange  at  Hurley  and  connections  with  tho 
Hurley  Telephone  Company  and  Viborg  &  Center  Point  Telo 
phone  Company.  As  to  any  messages  originating  on  its 
lines  and  passing  over  a  foreign  line,  a  charge  of  ten  cci^rs 
is  made  to  the  subscriber  for  the  use  of  the  foreign  line,  and 
as  to  messages  originating  on  foreign  lines  and  terminating 
on  its  lines,  a  charge  of  ten  cents  is  exacted  from  the  sub- 
scriber for  the  use  of  its  lines.  This  company  is  owned  and 
controlled  by  Mr.  J.  A.  Steninger  of  Parker. 

The  Hurley  telephone  lines  are  owned  by  the  Hurley  Tele- 
phone Company,  which  has  exchanges  at  Marion  and  Dolton 
and  a  switch  at  a  point  known  as  Fleeger's.  It  has  free  ex- 
change of  all  interline  business  with  all  companies  except 
The  Steninger  Telephone  Company's  lines,  and  a  charge  of 
twenty  to  twenty-five  cents  ia  made  by  the  Centervijle  Tele- 
phone Company  for  messages  to  Ceuterville. 

The  Viborg  &  Center  Point  Telephone  Company  is  owned 
by  M.  V.  Olson.  It  has  its  principal  office  and  exchange 
at  Viborg,  and  also  has  a  line  into  Center  Point  and  con- 
nects with  The  Steninger  Telephone  Company,  the  Tri-County 
Farmers'  Telephone  Company,  The  Davis  Telephone  Com- 
pany, and  the  Ceuterville  Telephone  Company.  For  mes- 
sages originating  on  its  line  and  terminating  on  the  lines 
of  The  Steninger  Telephone  Company  and  the  Tri-County 
Telephone  Company,  a  charge  of  ten  cents  is  exacted  from 
the  subscriber,  and  for  messages  originating  on  the  Steninger 
or  Tri-County  lines  and  terminating  on  its  lines  a  like  charge 
is  exacted.  There  is  free  exchange  with  subscribers  of  the 
otber  foreign  lin^. 

The  Tri-County  Farmers'  Telephone  Company  is  owned  by 
H.  P.  Hartwell  of  Irene,  and  its  arrangement  with  the  Wa- 
konda  Telephone  Company  and  the  Ceuterville  Telephone 
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Company  and  the  Viborg  &  Center  Point  Telephone  Company 
and  Fleeger's  Switch,  of  the  Hurley  Telephone  Company, 
proTidea  for  the  exaction  of  a.  ten-cents  fee  both  ways  when 
subscribera  talk  onto  the  foreign'  lines  or  the  subscribers  of 
foreign  lines  talk  onto  its  lines. 

The  Wakonda  Telephone  Company  is  located  at  Wakonda 
in  y^ankton  County,  and  its  arrangement  provides  for  the  ex- 
action of  a  fee  of  ten  cents  when  its  subscribers  talk  onto 
foreign  lines,  and  vice  versa. 

The  Centerrille  Telephone  Company  is  located  at  Center- 
ville,  and  under  its  arrangement  parties  on  the  Hurley  line 
talking  onto  its  lines  at  Centerville  are  required  to  pay  a 
fee  of  twenty  to  twenty-fiye  cents,  while  as  to  the  other 
lines  the  reciprocal  arrangement  is  in  effect  and  no  charge 
is  exacted. 

The  Citizens'  Telephone  Company  is  also  located  at  Center- 
ville and  owns  the  Davis  Exchange.  It  has  a  verbal  agree- 
ment with  the  Viborg  &  Center  Point  Telephone  Company 
and  the  Hurley  Telephone  Company  for  the  free  interchange 
of  business  for  subscribers. 

The  complainant  does  not  seem  to  have  bad  in  mind  any 
particular  situation,  and  as  we  understand  it,  the  complaint 
was  filed  principally  for  the  purpose  of  obtaining  a  general 
investigation  into  the  telephone  situation  as  it  exists  in 
.  Turner  County.  A  map  of  Turner  County  with  the  tele- 
phone lines  shown  thereon  discloses  that  the  above-named 
telephone  companies  have  lines  so  constructed  as  to  reach 
nearly  every  resident  in  the  County.  The  free  interchange 
of  busine^^  as  t>etween  some  companies  while  charges  are 
exacted  over  other  lines  has  created  a  considerable  unrest 
and  dissatisfaction  with  the  telephone  situation  in  that 
County.  A  hearing  was  had  at  Hurley  in  which  everybody 
interested  was  given  an  opportunity  to  be  heard,  and  not 
only  the  complainant,  but  all  of  the.  telephone  companies 
were  represented  and  offered  testimony. 

The  questions  involved  in  this  case  require  a  careful  con- 
struction of  the  telephone  law  of  this  State  as  contained 
in  Chap.  289  of  the  Session  Laws  of  1909  as  amended  by 
Chap.  218  of  the  Session  Laws  of  1911.  , 
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Section  1  of  that  statnte  defines  a  telephone  company  as 
meaning  and  embracing  all  corporations  (except  municipal), 
associations  and  individnalH,  their  trustees,  lessees  and  re- 
ceivers, that  now  or  hereafter  may  own,  operate,  manage  or 
control  any  telephone  Hue,  system  or  exchange,  or  any  part 
of  any  telephone  line,  system  or  exchange,  and  all  such 
telephone  companies  are  declared  to  be  common  carriers  and 
subject  to  all  laws  regulating  common  carriers. 
.  Section  2  confers  upon  the  Board  of  Bailroad  Commis- 
sioners general  supervisory  control  of  all  telephone  lines  and 
exchanges  in  this  State,  and  requires  said  Board  to  inquire 
into  any  complaints  of  unjust  discrimination  or  neglect  or 
violation  of  the  laws  of  the  State  governing  telephone  com- 
panies, and  empowers  the  board  to  fix  individual  rates  and 
maximum  scbedales  of  rates  as  well  as  joint  rates  for  the 
transmission  of  any  message  or  any  service  in  connection 
therewith,  and  to  change  the  same  from  time  to  time,  and 
exert  any  other  power  necessary  to  a  proper  supervision 
and  control  of  the  business. 

Section  3  requires  a  statement  to  be  Aled  with  the  Board 
by  ea<5h  telephone  company,  which  practically  amounts  to 
an  annual  report  and  inventory  of  its  lines. 

Section  4  provides  that  before  any  telephone  company 
commences  to  do  business,  it  most  file  with  the  Board  of 
Railroad  Commissioners  a  complete  schedule  or  tariff  of  its 
rates,  as  well  as  all  franchises  and  licenses  granted  to  it  and 
all  contracts  in  existence  with  any  other  company  or  munici- 
pal corporation. 

Section  5  provides  that  before  the  Board  of  Railroad  Com- 
missioners makes  any  individual  rate  or  schedule  of  maxi- 
mum rates,  or  orders  any  connections,  it  must  give  ten  days' 
notice  by  registered  letter  of  the  time  and  place  of  the  hear- 
ing, and  that  no  change  shall  be  made  in  any  schedule  of 
rates  until  after  a  hearing  upon  notice  to  the  interested  tele- 
phone companies. 

Section  6  provides  that  every  telephone  company  doing 

business  in  this  State  shall  file  with  the  Board  of  Bailroad 

Commissioners    schedules    or    tariffs    showing    rates    and 

chaises  for  the  rent  of  any  line  or  instrument,  and  for  tba 
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traDsmiaalon  of  auj  messages,  and  any  service  in  connection 
therewith,  between  all  points  in  tbLs  State  upon  its  line  or 
anj  line  controlled  or  operated  by  it,  and  all  rules  and  regu- 
lations tliat  in  any  manner  affect  any  rate  or  charge,  and 
copies  of  all  changes,  shall  be  filed  with  the  Board  of  Rail- 
road Commissioners  at  least  thirty  days  before  taking  effe<-t:. 
It  likewise  requires  copies  of  jiU  existing  schedules  to  be 
posted  in  every  station  or  exchange  of  the  company  for  a 
like  period  before  going  into  effect,  such  posted  schedules 
to  be  accessible  for  public  inspection.  This  section  also  pro- 
hibits the  increase  of  any  rates  without  the  written  consent 
of  the  Board  of  Railroad  Commissioners  entered  upon  the 
journal  of  its  proceedings,  and  fixes  the  terminal  fee  on  in- 
coming and  outgoing  toll  messages  at  not  exceeding  fire  cents, 
unless  otherwise  ordered  by  the  Board. 

Section  7  provides  that  the  Board  shall  have  jurisdiction 
to  compel  the  connection  of  different  telephone  lines  in  this 
State,  and  that  a  condition  precedent  to  its  jurisdiction  is 
the  refusal  of  the  company  to  permit  connections.  It  re- 
quires that,  in  case  of  snch  refusal,  the  Board  shall  make  an 
investigation  and  determine  whether  or  not  the  public  serv- 
ice demands  the  connection  and  the  lines  of  the  applicant 
are  in  proper  condition,  and  if  so,  it  is  the  doty  of  the  Board 
to  require  the  counection.  Under  this  section  no  line  may  be 
compelled  to  connect  except  at  station  or  exchange  points; 
but  this  section  does  not  prohibit  telephone  companies  from 
making  connections  by  mutual  consent  of  the  companies. 

Section  8  of  the  statute  makes  it  tfie  duty  of  every  tele- 
plione  company  to  connect  its  lines  with  the  lines  of  other 
telephone  companies  doing  business  in  the  same  vicinity  upon 
application  therefor,  and  that  such  telephone  companies 
shall  provide  all  reasonable  and  proper  facilities  for  the 
interchange  and  switching  of  messages  between  lines  for  rea- 
sonable compensation  and  without  discrimination,  and  under 
snch  rules  and  regulations  as  the  Board  of  Railroad  Com- 
missioners may  prescribe.  This  section  also  provides  that 
messages  originating  on  any  line  shall  have  preference  over 
messages  originating  on  competing  lines,  and  that  the  masei- 
mum  charges  for  switching  shall  not  exceed  twenty-five  cents 
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per  iqonth  for  each  instrument  on  any  rural  party  line  so 
L-oDoected. 

Section  9  refers  to  the  service  of  orders  made  by  the  Board 
oy  the  mailiug  of  a  certified  copy  to  the  company  at  the 
place  of  basiness  given  in  its  filed  report 

Section  10  relates  to  discrimination  and  prohibits  unjust 
discrimination  either  twtween  persons  or  telephone  compa- 
nies in  the  switching,  transfer  or  delivery  of  messages,  and 
denounces  the  making  of  different  rates  for  subscribers  for 
the  same  class  of  service.  A  violation  of  the  provisions  of 
this  section  is  punishable  by  a  fine  of  not  more  than  two 
hundred  dollars. 

Section  11  confers  upon  the  Bailroad  Commissioners  power 
to  subpoena  witnesses,  administer  oaths,  take  testimony,  and 
require  the  production  and  inspection  of  papers;  gives  the 
Board  power  to  make  investigations  and  order  changes  and 
betterments  and  improvements  in  lines  and  exchanges  for 
the  improvement  of  the  telephone  service  and  the 
convenience  of  the  public,  and  authorizes  the  Board  to 
call  npon  any  telephone  company,  lessee  or  operator  of  any 
line  or  exchange,  for  such  reports  as  it  deems  necessary  - 
for  its  information. 

Section  12  authorizes  the  Board  to  employ  telephone  ex- 
perts to  assist  it  in  conducting  its  investigations,  and  con- 
fers authority  upon  such  experts  to  take  testimony,  admin- 
ister oaths,  and  require  the  production  aod  examination  of 
all  books,  papers,  contracts  and  agreements. 

A  careful  examination  of  this  statute  will  disclose  a  well- 
defined  scheme  for  the  regulation  of  the  telephone  compa- 
nies in  this  State.  It  recognizes  the  art  of  telephony  as  it 
now  exists,  requires  all  tel^hone  companies  to  file  with  the 
regulating  authority  (the  Board  of  Bailroad  Commissioners) 
copies  of  all  franchises,  contracts  and  agreements,  and  full 
and  complete  schedules  of  rates  and  all  agreemeuts  and  con- 
tracts in  any  manner  affecting  the  same,  and  contemplates 
the  renting  of  telephone  instruments  in  accordance  with  the 
regular  practice  of  telephone  companies  for  a  certain  fixed 
compensation ;  that  companies  doing  business  in  the  same 
community  shall  make  a  physical  connection,  and  after  such 
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physical  connection  has  been  made,  each  company  will  fur- 
nish to  the  other  all  reasonable  and  proper  facilities  for 
the  interchange  and  switching  of  telephone  messages  over 
connecting  lines  for  reasonable  compensation  and  without 
discrimination,  and  in  addition  to  the  reofcal  fee  fixed  for 
the  use  of  a  telephone  instrument,  contemplates*  the  payment 
of  a  compensation  for  the  switching  of  messages  over  con- 
necting lines.^ 

Section  8  of  the  statute  expressly  provides  for  tlie  inter- 
change and  switching  of  messages  lietween  lines  for  a  rea- 
sonable compensation  and  without  discrimination,  and 
further  provides  that  the  maximum  charge  for  switching 
shall  not  exceed  twenty-five  cents  per  month  for  each  instru- 
ment on  any  rural  party  line  so  connected.  At  the  present 
time  there  are  three  classes  of  telephone  lines— the  rural 
telephone  line,  the  local  telephone  system  in  connection  with 
'  an  exchange  in  a  city,  town  or  village,  and  the  toll  line  or 
long  distance  telephone  line  for  the  transmission  of  mes- 
sages between  distant  points.  The  switching  of  messages 
under  the  provisions  of  Section  8  is  that  which  occurs  be- 
tween the  rural  telephone  lines  and  the  local  telephone  ex- 
change situated  in  some  city,  town  or  village.  The  present 
practice  is  for  the  rural  or  country  line  to  build  into  the 
city,  town  or  village  where  the  local  exchange  is  located 
and  then  to  obtain  a  connection  with  the  local  telephone 
exchange,  and  after  such  connection  has  been  made,  to  have 
its  messages  switched  from  the  rural  lines  to  the  local  ex- 
change lines  for  a  switching  fee  which,  under  the  statute, 
must  not  exceed  twenty-five  cents  per  month  for  each  tele- 
phone instrument  located  on  such  rural  lines.  The  amount 
of  the  compensation  for  the  switching  of  messages  between 
rural  lines  is  left  to  the  discretion  of  the  telephone  compa- 
nies, to  be  arrived  at  by  agreement,  with  the  limitation  that 
the  maximum  charge  shall  not  exceed  twenty-five  cents  per 
month  for  each  instrument. 

By  way  of  illustration,  let  it  be  assumed  that  a  rural  tele- 
phone system  having  100  telephone  instruments  on  its  lines 
applies  at  Parker,  or  Hurley,  or  Viborg,  or  Center  Point, 
or  Irene,  for  connection  of  its  line  with  the  local  exchange. 
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It  is  eutitled  to  audi  connection  an^j  to  have  its  messages 
originating  on  its  lines  swi.tclied  to  tlie  lines  of  the  local  ex- 
change, for  a  reasonable  compensation,  wliicb  must  not  in 
any  event  exceed  twentj-cents  per  month  or  f3.00  per  year 
for  each  telephone  instrument.  The  telephone  companies 
may  agree  between  themselves  to  place  this  compensation 
at  any  figure  below  twenty-five  cents ;  the  switching  fee  may 
be  placed  at  one  cent,  five  cents,  ten  cents,  fifteen  cents, 
twenty  cents  per  month,  or  any  other  figure  not  exceeding 
twenty-five  cents.  In  many  instances  in  this  State,  the  local 
telephone  company  operating  a  telephone  exchange  in  a  city, 
town  or  village,  maintains  and  operates,  in  addition  to  its 
local  telephone  lines,  rural  telephone  lines,  and  this  appears 
to  be  the  case  in  Turner  County.  Connections  between  such 
a  line  and  any  other  rural  line  must,  however,  be  made  at  the 
exchange,  as  Section  7  of  the  statute  expressly  provides  that 
no  telephone  company  shall  be  compelled  to  connect  its  wire 
except  at  exchanges  or  station  points;  so  that  as.  to  these 
companies,  the  rule  applies,  and  it  would  be  the  rule,  also, 
as  between  companies  operating  exchanges  in  nearby  towns 
and  wishing  to  make  connection  for  the  switching  of  mes- 
sages. It  is  probably  true  that  it  may  be  difficult  at  times 
to  determine  what  constitutes  a  switching  of  messages  and 
what  constitutes  toll  business,  bnt  what  is  said  in  this  opinion 
is  limited  to  the  switching  of  messages,  as  the  toll  line  busi- 
ness is  not  involved  in  this  case. 

The  r^ulation  of  telephone  companies  has  not  yet  been 
fully  worked  out  in  any  of  the  States,  and  while  it  is  prob- 
able that,  the  present  statutes  of  this  State  are  not  as  full 
and  complete  as  they  shonld  be,  yet  this  fact  is  probably 
owing  to  the  want  of  knowledge  of  the  telephone  business, 
which  is  quite  as  common  with  the  public  as  with  many  of 
the  persons  engaged  in  the  telephone  business.  Until  some 
changes  are  made  in  the  statute,  and  it  is  presumed  changes 
will  be  made  to  keep  up  with  the  development  of  the  art, 
all  telephone  lines  and  exchanges  doing  business  in  this  State 
must  be  governed  by  the  provisions  of  the  statute.  If  the 
regulation  of  telephone  companies  by  the  Board  of  Railroad 
Commissioners  of  this  State  is  to  be  a  success,  it  will  be 
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the  dnty  of  the  Board  as  well  as  of  the  ownerB  and  operators 
of  the  telephone  lines  to,  as  nearly  as  may  be,  outline  some 
definite,  plain,  sensible,  lawful,  workable  and  feasible  plan 
of  regulation  which  will  be  uniform  in  its  operation,  so  that 
the  owners  and  operators  of  the  telephone  lines  and  the  gen- 
eral public  may  know  that  some  well-considered,  definite 
plan  of  regulation  has  been  arrived  at  and  will  be  pursued 
by  the  Board  in  the  administration  of  its  duties.  In  other 
words,  in  cases  of  this  kind,  where  the  action  of  the  Board 
is  of  such  importance  to  all  telephone  companies  doing  busi- 
ness in  the  State,  a  well-defined  'scheme  of  regulation  should 
be  outlined  which  may  be  relied  upon  as  a  precedent  bj  the 
telephone  companies  and  the  public  which  will  promote  the 
efficiency  of  the  telephone  service  and  the  convenience  and 
accommodation  of  the  public. 

It  is  contended  by  counsel  for  the  South  Dakota  Tele- 
phone Association,  who  represented  the  complainant  in  thiij 
zase,  that  telephone  rates  should  only  be  paid  in  money  or 
cash.  We  are  inclined  to  the  belief  that  in  this  contention 
counsel  is  quite  correct  The  statute  requires  all  telephone 
companies  to  file  in  the  office  of  the  Board  of  Railroad  Com- 
missioners complete  and  full  schedules  of  all  rates  and 
charges  to  be  exacted  for  the  transmission  of  any  telephone 
message  or  the  rental  of  any  telephone  instrument  or  any 
service  in  connection  with  either.  Schedules  so  filed  set 
forth  in  dollars  and  cents  the  rates  to  be  chafed,  and  the 
telephone  statute,  and  more  particularly  the  provisions  of 
Chapter  207  of  tlie  Session  Laws  of  1911,  require  telephone 
companies  to  collect  the  rate  named  in  the  schedule  and  no 
other.  In  other  words,  there  is  but  one  lawful  rate  for  any 
service,  and  that  is  the  rate  named  in  the  schedule  filed  in 
the  office  of  the  Board  of  Railroad  Commissioners.  This 
question  is  too  well  settled,  not  only  by  the  provisions  of 
the  statute  but  by  the  decisions  of  the  courts,  to  require  any 
citation  of  authority.  Inasmuch  as  the  law  provides  for 
the  filing  of  these  schedules  showing  in  dollars  and  cents 
the  exact  rate  to  be  charged  the  public,  there  can  be  no  ques- 
tion but  that  the  rates  and  charges  to  be  exacted  by  a  tele- 
phone company,  as  well  as  by  all  common  carriers,  must  be 
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paid  in  money  or  cash,  and  this  irrespective  of  the  provisions 
of  the  anti-pass  law  of  this  State  known  as  Chapter  221 
of  the  Session  Laws  of  South  Dakota  for  the  year  1907.  As 
a  matter  of  fact,  telephone  companies  are  in  the  same  position 
aa  railway  companies  and  all  other  public  service  corpora- 
tions. The  only  difference  is  in  the  method  of  operation,  in 
that  the  railway  company  carries  its  passengers  and  prop- 
erty with  its  own  equipment,  while  in  the  telephone  business 
the  anbacriber  takes  part  in  the  transmission  of  the  message. 
The  provisions  as  to  rates  and  charges  are  the  same.  Tlie 
statutes  require  railway  companies  to  file  complete  sched- 
ules of  rates  with  the  Board  of  Railroad  Commissioners  and 
the  Interstate  Commerce  Commission,  and  they  are  prohibited 
from  exacting  any  other  or  different  rate  than  that  named 
in  the  tarifl  of  rates  filed.  Long  before  the  passage  of  the 
Amendment  of  June  2&,  1906,  incorporating  into  the  Inter- 
state Commerce  Act  a  provision  in  Section  1,  prohibiting 
the  issuance  of  passes  after  January  1,  1907,  the  Interstate 
Commerce  Commission  as  well  as  the  courts  had  declared 
that  the  issuance  of  passes  by  railway  companies  was  un- 
lawful and  a  discrimination  within  the  provisions  of  Section 
2  of  the  Interstate  Commerce  Act  (which  is  almost  identical 
in  terms  with  Section  6  of  Chapter  207  of  the  Laws  of  1911 ) , 
which  reads  as  follows : 

"Sec  2.  That  if  any  common  carrier  subject  to  the  provisions  of  this  act 
shall,  directly  or  indirectly,  by  any  special  rebate,  drawback  or  other  devico, 
charge,  demand,  collect  or  receive  from  any  person  or  persons  a  greater  or 
less  c«mpenBation  for  any  service  rendered  or  to  be  rendered  in  the  transpor- 
tation of  passengers  or  property  subject  to  the  provisions  of  this  act  than 
it  chaiges,  demands,  collects  or  receives  from  any  other  person  or  persons 
for  doing  for  him  or  them  a  like  and  contemporaneous  service  in  the  trans- 
portation of  a  likf  kind  of  traffic;  under  substantially  similar  circumstances 
and  conditions,  such  common  carrier  shall  be  deemed  guilty  of  unjust  dis- 
criniination,  which  is  hereby  prohibited  and  declared  to  be  unlawful." 

Jodson  on  Interstate  Commerce,  Sees.  192-226. 

L.  rf  2f.  Rij.  Co.  vs.  Motleif,  219  U.  S.,  467;  55  L.  Ed.,  297; 
31  S.  C.  Rep.,  265;34L.  R.  A.  (N.  8.),  671. 

Phila.,  Baltimore  &  Wash.  R.  R.  Co.  vs.  Schubert.  224  U.  S., 
603;  32  S.  C.  Rep.,  589. 

McNeil  vs.  Durham  rf  Charlotte  R.  R.  Co.,  135  N.  C,  682; 
««  L.  R.  A.,  227. 
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State  vs.  So.  Ry.  Co.,  41  L.  R.  A.,  246. 

State  T8.  Martin,  82  Neb.,  225;  117  N.  W.,  719;  Vol.  17  A.  & 
E.  Ann.  Cas.,  659,  and  notes. 

Ex  parte  Eoehler,  31  Fed.  Bep.,  315. 

Iq  re  Charge  to  Grand  Jury,  66  Fed.  Bep.,  146. 

Harvey  vs.  L.  &  N.  Ry.  Co.,  5  I.  C.  C.  E.,  153;  3  I.  0.  R., 
793. 

Slater  vs.  N.  P.  Ry.  Co.,  2  I.  C.  C.  B.,  359 ;  3  I.  C.  B.,  243. 

In  re  Carriage  of  Persons  Free  or  a.t  Reduced  Rates  by 

B.  &  M.  By.  Co.,  5  I.  C.  C.  R.,  69;  3  I.  C.  R.,  717. 
In  re  Huntington,  68  Fed.  Rep.,  881. 

In  re  Transportation  of  Newspaper  Employes,  12  I,  C. 

C.  R.,  15. 

The  provisions  of  our  anti-pass  law  (Chap.  221  of  the 
Laws  of  1907)  expressly  include  telephone  companies.  Sec- 
tion 1  reads  as  follows : 

"No  person,  association,  copartnership,  railroad  company,  common  carrier 
or  corporation  shall  issue  or  give  or  offer  to  give  to  any  person,  any  free 
ticket,  pass,  frank  or  privilege  of  any  kind,  tohich  is  wUhheld  from  any  t>erson, 
for  the  traveling  accommodation  or  transportation  of  persons,  property,  or 
the  transmission  or  communication  of  any  message  or  information,  for'  use 
within  this  state,  nor  gii'e,  issue  or  sell  any  suck  ticltet.  pass,  frank  or 
privilege  to  any  person  for  a  less  or  different  sum  or  consideralion  than 
is  charged  to  any  other  person  for  a  like  or  similar  ticket,  pass,  frank, 
privilege  or  service." 

Section  1  of  this  act  prohibits  the  giving  of  any  free 
ticket,  pass,  frank  or  privilege  of  any  kind  which  is  with- 
h<Od  from  any  person,  and  it  would  appear  from  the  wording 
of  this  section  that  common  carriers  might  indulge  in  the 
granting  of  free  tickets,  passes,  franks  or  privileges  if  granted 
to  all  comers.  Section  4  of  the  act,  however,  makes  no  such 
reservation,  for  under  its  provisions  no  person  except  those 
specifically  exempted  from  the  provisions  of  the  act  shall 
solicit,  accept  or  use  any  free  ticket,  pass,  frank  or  privilege 
as  defined  therein,  whether  the  same  shall  have  been  issued 
before  or  after  the  passage  and  approval  of  the  act,  and  no 
person,  association  or  corporation,  or  representative  or  agent, 
shall  accept  for  the  transportation  of  persons  or  property, 
or  the  transmission  or  communication  of  any  message 
or  information,  nor  recognize  as  valid,  nor  honor  in  any  man- 
ner, any  snch  free  ticket,  pa^,  frank  or  privilege.    The  pass, 
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frank  or  privilege  mentioned  in  Section  4  is  the  one  defined 
in  Section  1,  and  it  will  tlius  be  seen  that  ours  is  not  an 
absolute  anti-pass  law  but  merely  forbids  the  giving  of  any 
free  ticket,  pass,  frank  or  privilege  of  any  kind  which  is 
withheld  from  any  otiier  person. 

Under  the  provisions  of  the  telephone  law  and  of  the  gen- 
eral law  regulating  common  'carriers  (Chapter  207,  Laws 
of  1911),  it  is  unlawful  for  any  common  carrier,  whether 
engaged  in  the  transportation  of  passengers  or  property,  or 
the  transmission  of  intelligence  or  telephone  messages,  to 
accept  in  payment  for  such  transportation  anything  except 
money,  and  it  is  not  permissible  for  them  to  exchange  trans-  ■ 
portation  in  payment  of  services  rendered  to  each  other 
or  to  the  patrons  of  any  of  them.  The  same  rulft  must  be  ap- 
plied to  telephone  companies  which  applies  to  railway  com- 
panies, and  it  would  not  be  seriously  contended  that  a  rail- 
way company  is  authorized  to  exchange  transportation,  with 
other  railway  companies  and  to  accept  transportation 
from  any  other  railway  companies  in  payment  for  similar 
services  rendered. 

We  are  tberefore  of  the  opinion  that  the  rule  applied  to 
railway  companira  must  be  applied  to  telephone  companies 
as  well,  and  that  under  the  provisions  of  our  statute  it  is 
unlawful  for  a  telephone  company  to  accept  in  payment  for 
transportation  services  over  its  lines,  similar  transportation 
services  over  other  telephone  lines. 

It  may  be  that  this  rule  will  appear  at  first  to  work  a  hard- 
ship in  the  particular  case  under  consideration,  but  when 
it  is  understood  that  the  telephone  companies  themselves 
may  agree  as  to  the  switching  fee  or  the  fee  which  sliall  be 
paid  for  the  switching  of  messages  between  lines,  and  that 
such  fee  may  be  placed  at  any  sum,  either  one  cent,  five  cents, 
ten  cents,  fifteen  cents,  or  any  amount  not  exceeding  twenty- 
five  cents,  it  will  be  seen  that  the  hardship  is  imaginary  only. 
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VERMONT. 

Public  Service  Commisuon. 

Miner  Cleveland,  et  al..  vs.  the  New  England  Telephone 
AND  Telegraph  Company. 

No.  306.. 
Decided  April  17,  1913. 

Location  of  Pol«  Liaes— SpecificatioiiB  as  to  Coostniction. 

The  Trustees  of  the  Village  of  Bennington  having  granted  permission  in 
the  New  England  Telephone  and  Telegraph  Company  to  locate  a  line  01 
poles  for  loll  business  in  South  Branch .  Street,  in  which  a  pole  line  for 
local  business  was  already  located,  the  petitioners  appealed  frotn  the  order 
of  the  Trustees  and  asked  that  the  Company  be  required  either  to  place 
the  proposed  wires  underground  or  to  run  its  line  over  private  lands  a-^ 
theretofore  planned. 

The  Commission  found  that  the  location  of  the  lines  on  private  lands 
had  been  resisted  with  prohibitive  damage  claims  and  threatened  injunction 
suits  and  had  never  been  deRnitely  chosen  for  these  reasons  and  held  thai 
the  proposed  line  was  necessarj-  for  the  betterment  of  the  service  to  be 
rendered  by  the  telephone  company,  not  only  in  the  Village  of  Bennington, 
but  to  many  patrons  in  ditferent  parts  of  Vermont. 

Ordered,  That  the  location  granted  by  the  Trustees  be  affirmed,  provided. 
that  not  more  than  twenty  pairs  of  through  wires  shall  be  strung  upon  the 
poles,  together  with  the  necessary  wires  and  cables  for  local  service;  that 
but  one  line  of  poles  for  both  through  and  local  business  shall  remain  in 
South  Branch  Street  when  the  contemplated  work  is  finished,  and  that  all 
construction  shall  be  of  the  most  improved  type  as  to  appearance  and  as 
to  the  safely  and  convenience  of  tlie  public* 

Appearances  : 

Henry  Chase  and  F.  C  Archibald,  for  petitioners. 

R.  E.  Brovm,  Attorney -General,  and  W.  •/.  Meagher.  States 
Attorney,  for  the  State  of  Vermont. 

C.  A.  Maurer,  for  the  Village  of  Bennington. 

R.  E.  Haley,  for  the  Town  of  Bennington. 

Matt  B.  Jones,  for  the  petitionee. 

*  Editor's  headnote. 
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REPORT. 

Tbis  is  a  petition  of  Miser  Cleveland  and  other  residents 
of  the  Village  of  Bennington,  living  on  South  Branch  Street, 
alleging  that  petitioners  are  owners  of  lands  abutting  on  the 
west  side  of  said  street;  that  the  street  is  not  a  lawful  public 
highway;  that  application  was  made  bj  petitionee  for  the 
right  to  locate  a  line  of  poles  in  the  street,  which  permission 
was  granted  witiiont  notice  to  petitioners;  that  the  Trustees 
of  the  Village  of  Bennington  indicated  bj  stakes  driven 
in  the  ground  where  said  poles  might  be  set,  one  of  which 
was  within  nine  feet  of  the  house  of  one  of  the  petitioners; 
that  petitioners  presented  a  protest  and  were  heard  bj  the 
Trustees  on  the  site  of  the  proposed  location,  and  later  the 
Trustees  held  an  executive  session  from  which  petitioners 
were  excluded ;  that  on  the  next  day  notice  of  the  action  of 
the  Trustees  was  given  by  mail  to  petitioners  showing  loca- 
tion of  each  pole,  and  adjudging  that  no  damage  will  thereby 
accrue  to  petitioners;  that  such  meeting  on  the  site  of  said 
proposed  location  was  in  effect  no  hearing  at  all ;  that  there- 
upon petitioners  gave  notice  of  an  appeal  to  the  Public  Serv- 
ice Commission  from  the  order  of  the  Trustees. 

It  is  further  alleged  that  the  petitionee  already  maintains 
a  line  of  poles  in  the  same  street  foriocal  use  and  that  the 
proposed  line  is  intended  for  a  trunk  line  for  through  toll 
business,  and  that  petitionee  had  attempted  to  go  over  pri- 
vate land  with  said  proposed  line,  but  had  abandoned  that 
route  for  the  more  convenient  and  less  expensive  one  through 
Branch  Street. 

The  petition  is  in  the  nature  of  an  appeal  from  said  order 
of  the  Trustees  above  mentioned,  and  prays  that  this  Com- 
mission issue  an  order  directing  the  petitionee  "either  to 
abandon  its  present  proposed  route"  and  "return  to  and  re- 
sume its  former  route  over  private  lands,  or  else  place  its 
said  wires  on  its  prwent  proposed  route  on  South  Branch 
Street  undei^ound,"  and  a  general  prayer  is  added  for  such 
other  relief  as  to  the  Commission  seems  necessary,  and  the 
petitioners'  cause  appears  to  require. 

After  due  notice  a  hearing  was  had  in  the  Village  of  Ben- 
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A  supplementary  petition  asking  that  wires  be  placed 
nnderground  was  filed  and  treated  as  a  part  of  tlie  main 
petition. 

A  motion  was  made  on  the  part  of  the  Village  of  Benning- 
ton that  as  to  it  the  petition  he  dismissed,    A  similar  motion  - 
was  made  on  the  part  of  the  Town  of  Bennington.     Both 
motions  were  held  pending  final  orders. 

From  the  evidence,  including  our  personal  examination 
of  the  premises,  we  find  that  the  proposed  line  is  necessary 
for  the  betterment  of  the  service  of  the  telephone  company  to 
a  large  public  use,  not  only  in  the  Village  of  Bennington,  but 
to  a  great  number  of  patrons  in  different  part«  of  Vermont ; 
that  the  transmission  of  important  toll  business  from  points 
in  Massachusetts  to  patrons  in  Vermont  will  go  over  this 
line;  that  South  Branch  Street  is  a  new  street  with  com- 
paratively few  liouses  thereon;  that  the  line  is  already  con- 
structed on  North  Branch  Street  without  objection  from 
any  one ;  that  the  protest  of  petitioners  was  given  due  hear- 
ing and  that  South  Branch  Street  is  a  lawful  public  highway. 

We  further  find  that  no  question  of  damage  was  raised 
in  the  hearing  before  us  and  no  claim  was  made  except  the 
claim  that  the  line  should  either  go  in  some  other  route  or 
be  placed  underground.  We  further  find  that  when  said  pro- 
posed line  is  constructed,  the  old  line  of  poles  can  be  re- 
moved and  that  about  twenty  pairs  of  through  toll  wires 
and  the  local  wires  will  be  sufficient  to  carry  the  petitionee's 
business  for  the  present.  We  further  find  that  an  attempted 
location  on  private  lands  was  resisted  with  prohibitive  dam- 
age claims  and  threatened  injunction  suits  and  such  at- 
tempted location  was  never  actually  selected  for  these 
reasons. 

OKDEB. 

/(  is.  therefore,  ordered.  That  the  pet:'.'  .n  in  this  case  be 
dismissed  without  costs  and  that  the  location  of  poles  and 
wires  as  granted  by  the  Trustees  of  the  Village  of  Bennington 
be  and  it  is  hereby  affirmed.  Provided,  however,  that  not 
more  than  twenty  pairs  of  through  transmission  or  trunk 
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liue  wires  shall  be  strung  upon  said  poles,  together  with  the  . 
aecessarj  wires  and  cables  for  local  service,  until  the  further 
order  of  this  Commission  on  application  by  petitionee  for 
that  purpose,  and  provided  further  that  but  one  line  of  poles 
for  both  throQgh  and  local  buainess  shall  remain  in  South 
Branch  Street  when  the  contemplated  work  is  finished. 

This  order  is  not  to  be  taken  as  indicating  the  policj  of  the 
C-ommission  to  authorize  the  indiscriminate  location  of  poles 
in  the  streets  and  highways  of  the  State.  Ail  construction 
under  the  terms  of  this  order  shall  be  of  the  most  improved 
type  as  to  appearance  and  as  to  the  safety  and  convenience 
of  the  public. 

Dated  at  St.  Albans,  this  19th  day  of  May,  1913. 
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WASHINGTON. 

Public  Service  Commisnon. 

B.  H.  Doughty,  et  al.,  vs.  the  Malden  Supply  and  Powee 
Company,  the  Rosalia  Telephone  Company  and  The 
Pacific  Telephone  and  Telegeaph  Company. 

No.  956. 
Decided  June  5,  1913. 

Complaint- 33  to  the  rates  and  service  of  the  Maiden  Supply  and  Power 
Company  in  the  town  of  Maiden. 

Extra  Charge  for  Inter-company  Service. 

Finding  that  the  line  of  the  Maiden  Supply  and  Power  Company  was 
connected  with  that  of  the  Rosalia  Telephone  Company  at  a  point  between 
Maiden  and  Rosalia  and  that  a  charge  of  fifteen  cents  per  message  in  ad- 
dition to  the  regular  toll  charge  was  made  for  the  use  of  the  Maiden- 
Rosalia  Line,  the  Commission  computed  the  unit  cost  per  call  of  operating 
this  line,  allowing  8  per  cent,   for  interest. 

Held:  That  seven  cents  per  call  i&  a  reasonable  sum  to  cover  operating 
expenses,  maintenance,  and  a  fair  return,  and  thai  ten  cents  per  message 
is  a  reasonable  charge  to  be  made  for  the  service  in  the  future. 

Heiaenger  Fee. 

The  Commission  found  that  the  Maiden  Supply  and  Power  Company  was 
charging  its  patrons  in  Maiden  ten  cents  per  mess^e  as  a  messenger  fee 
on  all  incoming  long  distance  messages,  in  addition  to  both  Ihe  regular  loll 
charge  and  the  fifteen  cent  charge,  although  no  messengers  were  actually 
employed. 

Held:    That  this  charge  is  unjust  and  should  be  eliminated. 

Advance  in  Rates  to  Provide  for  ContinnouB  Service. 

The  Commission  further  found  that  the  service  of  the  Maiden  Supply 
and  Power  Company  was  confined  to  certain  hours  of  the  day,  and  that 
the  complainants  and  telephone  users  generally  in  Maiden  were  willing  to 
pay  increased  rates  in  order  to  have  conlmuous  service. 

Held:  That  the  Company  will  nol  earn  a  reasonable  return  on  the  fair 
value  of  its  property  if  continuous  service  be  furnished  at  the  present  rate, 
and  that  the  schedule  of  rates  proposed  by  the  Commission's  chief  engineer 
would  provide  for  operating  expenses,  maintenance,  and  a  return  of  8  per 
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Order. 

An  order  was  entered  providing  for  the  reduction  of  the  tifieen  cent 
charge  to  ten  cents,  for  the  elimination  of  the  messenger  fee  when  no  mes- 
fcnger  is  furnished,  and  for  continuous  service  at  the  rates  proposed.* 

OPINION. 

The  abore-entitled  cause  came  on  regularly  for  hearing  at 
Maiden,  Washington,  on  the  29th  day  of  May,  1913,  before 
the  Public  Service  Commission  of  Washington,  the  complain- 
ants appearing  in  person  and  by  Mr.  Canfield,  their  attorney, 
the  defendant,  Maiden  Supply  and  Power  Company  appear- 
ing by  Fred  E.  Uelwig,  its  attorney,  the  defendants,  Rosalia 
Telephone  Company  and  The  Pacific  Telephone  and  Tele- 
graph Company  appearing  by  Post,  Avery  and  Biggins,  their 
attorneys;  witnesses  were  sworn  and  examined  and  other 
evidence  introduced  by  the  interested  parties  and  said  cause 
was  duly  submitted  to  the  Commission,  .and  the  Commission 
having  duly  considered  the  evidence  and  proobi  adduced  and 
beiug  fully  advised  in  the  premises,  makes  the  following 

FINDINGS  OP  FACT. 


That  the  defendant,  Maiden  Supply  and  Power  Company, 
is  a  corporation  owning  and  operating  a  local  telephone  ex- 
change in  the  town  of  Maiden,  Washington;  that  the  Rosalia 
Telephone  Company  is  a  corporation  and  sublicensee  of  the 
defendant,  The  Pacific  Tel^hone  and  Telegraph  Company, 
and  as  such  sublicensee  owns  and  operates  a  telephone  sys- 
tem in  the  town  of  Rosalia,  Washington,  and  in  the  territory 
sorroanding  Rosalia  and  Maiden,  but  not  entering  the  town 
of  Maiden,  except  over  the  lines  of  the  said  Maiden  Supply 
and  Power  Company;  that  physical  connection  is  secured 
between  the  lines  of  the  said  Maiden  Supply  and  Power 
Company  and  the  Rosalia  Telephone  Company  at  a  point 
approximately  half  way  between  the  towns  of  Rosalia  and 
Maiden;  that  the  said  defendant,  Rosalia  Telephone  Com- 
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pony,  has  physical  connection  with  the  said  defendant,  The 
Pacific  Telephone  and  Telegraph  Company,  at  the  town  of 
^tosalia. 

II. 

That  by  an  agreement  of  all  the  parties  this  cause  was 
heard  in  conjunction  with  a  proceeding  to  ascertain  the  value 
of  certain  portions  of  the  plant  of  the  said  Maiden  Supply 
and  Power  Company  and  said  Rosalia  Telephone  Company ; 
that  the  Commission  has  this  day  made  its  findings  in  said 
valuation  proceeding  wherein  it  fixed  the  value  of  said  prop- 
erty, which  valnes  are  adopted  for  the  purposes  of  this  case. 

III. 

That  the  said  defendants,  Maiden  Supply  and  Power  Com- 
pany and  the  Rosalia  Telephone  Company,  charge  the  resi- 
dents of  the  town  of  Maiden  on  each  long  distance  call, 
either  incoming  or  outgoing  from  Maiden,  the  sum  of  fifteen 
cents  in  addition  to  the  regular  toll  charge,  said  charge  be- 
ing made  for  the  connection  between  Rosalia  and  Maiden 
for  the  use  of  the  Maiden-Rosalia  line;  that  the  annual  ex- 
pense for  the  use  of  the  property  of  this  line,  irrespective 
of  ownership,  is  as  follows: 

Interest   at  8?& $7272 

Depreciation     48.00 

Rental  of  toll  pair  withm  the  city  limits  of  Maiden 24.00 

Rental  of  toll  pair  with  the  city  of  Rosalia 24.00 

Total ; $168.72 

The  number  of  calls  going  over  this  line  is  approximately 
6,000  per  annum,  making  the  unit  charge  per  call  for  the 
use  of  the  property  approximately  three  cents;  that  seven 
cents  per  call  is  a  reasonable  charge  to  be  made  by  said 
companies  to  cover  their  expenses  of  operation,  maintenance 
and  a  fair  return;  therefore  the  Commission  finds  that  said 
charge  of  fifteen  cents  is  excessive  and  that  the  sum  of  ten 
cents  is  a  reasonable  charge  to  be  made  for  said  service  in  the 
future. 
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IV. 

That  said  defendant,  Maiden  Supply  and  Power  Company, 
charges  on  incoming  long  distance  calls  to  its  patrona  living 
in  Maiden,  the  amu  of  ten  cents  for  messenger  fees  in  addi- 
tion to  the  regular  toll  and  the  fifteen  cents  above  mentioned ; 
that  the  evidence  shows  that  no  messengers  are  actoally  em- 
ployed in  the  delivery  of  said  calls,  and  the  Commission 
therefore  finds  that  said  charge  of  ten  cents  for  messenger 
fees  is  nnjuat  and  unreasonable  and  should  be  eliminated. 

V. 

That  the  said  defendant.  Maiden  Supply  and  Power  Com- 
pany, now  furnishes  service  to  its  patrons  between  the  hours 
of  six  A.  M.  and  nine  P.  M.  on  week  days  and  from  eight 
A.  M.  to  eleven  A.  M.  and  from  four  P.  M,  to  seven  P.  M.  on 
Sundays;  that  said  service  is  jnsui&cient  to  supply  the  needs 
of  the  telephone  users  of  the  town  of  Maiden  and  that  rea- 
sonable service  would  be  continuous  service  for  twenty-four 
hours  each  day;  that  the  company  cannot  furnish  said  coii- 
tinnous  service  at  the  present  rates  and  make  a  reasonable 
return  upon  the  fair  value  of  its  property;  that  the  evidence 
nhows  that  complainants  and  other  residents  generally  of 
said  town  of  Maiden  are  willing  to  accept  an  increase  in 
rates  in  order  to  have  continuous  telephone  service;  that  at 
the  hearing  the  chief  engineer  of  this  Commission  testified 
that  said  defendant  company  could  give  the  coutiiiuous 
twenty-four  hour  service  and  provide  for  operating  expenses, 
maintenance,  etd.,  and  make  an  eight  per  cent,  return  upon 
the  fair  value  of  its  property  if  allowed  to  charge  the  follow- 
ing schedule  of  rates : 

One-parly  business   'phone $2,25  per  month 

Two-party  business  'phone 2,00  " 

One-party   residence   'phone 2.00  "  " 

Two-party  residence  'phone I.?S  "  " 

Four-party    residence   'phone 125  "  " 

Extension  bell   50  "  " 

Extension  telephone    I.OO  " 

That  botli  the  complainants  and  the  defendant  company 
agreed  at  the  hearing  that  said  sehe<lule  of  rates  might  be 
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placed  in  effect  for  a  period  of  six  months,  with  the  under- 
standing that  either  party  might  petition  the  Commission 
for  a  change,  modiflcation  or  alteration  uf  said  service  or 
schedule  of  rates,  or  any  part  thereof,  at  the  expiration  of 
said  period  of  time. 

Witness,  The  Puhlic  Service  CommisBion  of  Washington, 
this  5th  day  of  June,  1913. 

ORDER. 

The  above-entitled  cause  came  on  regularly  for  hearing  at 
Maiden,  Washington,  on  the  29t]i  day  of  May,  1913,  before 
the  Public  Service  Commission  of  Washington,  the  complain- 
ants appearing  in  person  and  by  Mr.  Canfield,  their  attorney, 
the  defendant.  Maiden  Supply  and  Power  Company,  appear- 
ing by  Fred  E.  Helv>ig,  its  attorney,  the  defendant,  Rosalia 
Teleplione  Company  and  the  defendant,  The  Pacific  Tele- 
phone and  Telegraph  Company  appearing  by  Post,  Avery  and 
Iligfl'tns,  their  attorneys;  witnesses  were  duly  sworn  and 
examined  and  said  cause  was  duly  submitted  to  the  Commis- 
sion, and  the  Commission  having  duly  considered  the  evidence 
and  proofs  adduced,  and  being  fully  advised  in  the  premises, 
and  having  made  and  entered  its  findings  of  fact  lierein,  now 
makes  the  following 

ORDER. 


That  said  defendant  companies,  Maiden  Supply  and  Power 
Company  and  Rosalia  Telephone  Company,  be  and  they  are 
hereby  directed,  reijuired  and  ordered  to  charge  the  residents 
of  the  town  of  Maiden  on  each  long  distance  call,  either 
incoming  or  outgoing  from  Maiden,  a  sura  not  in  excess  of 
ten  cents,  in  addition  to  the  regular  toll  charge,  for  the  use  of 
the  >[alden-R09alia  line. 

II. 

That  the  defendant,  Maiden  Supply  and  Power  Company, 
be  and  it  is  hereby  directed,  required  and  ordered  to  discon- 
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tinue  Id  the  future  the  charge  of  ten  cents  for  messenger 
fees  oil  each  incoming  call,  to  residents  of  Maiden,  when  a 
messenger  is  not  employed  to  deliver  said  call. 

III. 

That  said  defendant,  Maiden  .Supply  and  Power  Company, 
be  and  it  is  hereby  further  directed,  required  and  ordered  to 
jfive  continuous  telephone  service  for  twenty-four  hours  each 
day,  and  to  charge  for  the  use  of  the  local  exchange  within 
the  town  of  Maiden  the  following  schedule  of  rates: 

One-party   businesa   'phone $2.25  per  month 

Two-party  business  'phone 2,00  " 

One-party   residence  'phone , 2.00    " 

Two-party  residence  'pbone 1,75  "  " 

Four-party  residence  'phone 1.25  " 

Extension  bell  50  " 

Extension   telephone    I.OO  "         " 

/(  M  further  ordered.  That  said  service  and  schedule  shall 
continue  in  force  from  July  1st,  1913,  to  January  1st,  1914, 
and  that  after  said  last-named  date  either  party  to  thia  cause 
may  petition  this  Commission  for  a  change,  modification  or 
alteration  of  said  service  or  schedule  of  rates,  or  any  part 
thereof. 

Witness,  The  Public  Service  Commission  of  Washington, 
this  5th  day  of  June,  1913. 
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Decided  May  7,  191s. 

E,  W.  Johnson,  et  al.,  vs.  Lodi  Telephone  Exchanob. 

Extension  of  Linei — Overloading  of  Put;  Lines — Refnssl  of  Serricfr— 
Valuation  of  Property — Depreciation  and  Interest. 

Complaint  as  to  the  character  of  the  service  rendered  by  tJie  Lodi  Tele- 
phone Exchange,  alleging,  among  other  things,  that  the  respondent  had 
refused  to  make  extensions  and  furnish  service  in  several  instances,  and 
asking,  among  other  things,  that  the  respondent  be  required  to  run  an  addi- 
tional wire  between  Lodi  and  Prairie  du  Sac  for  through  service  only,  since 
the  amount  of  local  business  handled  over  the  existing  line  for  patrons  di- 
rectly connected  therewith,  interfered  seriously  with  its  use  as  a  through  line. 

It  appeared  that  the  building  of  three  extensions,  one  being  the  additional 
line  between  Lodi  and  Prairie  du  Sac,  would  satisfy  the  demands  of  the 
complainants.  It  further  appeared  that  no  toll  charge  was  made  between 
Lodi  and  Prairie  du  Sac  for  the  reason  that  the  farmers  between  the  two 
places  did  business  with  both  towns;  and  that  free  service  was  given  tj 
subscribers  on  respondent's  line  No.  113  on  the  ground  that  their  business 
interests  were  divided  between  Poynette  and  .Arlington,  although  all  other 
subscribers  were  diarged  ten  cents  for  messages  to  Poynette. 

The  Commission  made  a  valuation  of  the  lines  affected  by  the  proposed 
extensions,  linding  the  reproduction  cost  new  and  the  present  value,  and 
estimated  iJie  cost  of  making  the  extensions  and  the  operating  expenses 
and  revenues  which  would  result  therefrom. 

Held:  That  the  additional  line  from  Lodi  to  Prairie  du  Sac  and  one  other 
of  the  three  extensions  are  required  to  relieve  the  overloading  of  the  re- 
spondent's lines  and  its  consequent  inability  to  take  on  new  subscribers,  and 
that  the  other  extension  is  needed  to  furnish  service  to  certain  farmers; 

That  the  respondent's  present  net  return  of  about  15  per  cent,  on  the 
investment  for  depreciation  and  interest  is  sufficient ; 

That  the  building  of  the  proposed  extensions  will  not  work  any  hardship 
since  increased  revenues  will  offset  all  additional  expense.  The  Commission 
specified  the  order  in  which  the  extensions  should  be  built. 

Discrimination — Free  Toll  Service. 

Held:  Thai  the  practice  of  giving  free  service  to  Poynette  to  subscribers 
on  Line  No.  113,  is  a  discrimination  against  the  respondent's  other  sub- 
scribers. 
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Sunday  Afternoon  Service. 

Held:  That  the  estabhshment  of  Sunday  afternoon  service  is  not  advis- 
r.bk  at  the  present  time  since  the  extra  service  would  result  in  increased 
central  office  expenses  which  could  not  be  met  without  adjusting  rales. 

Utflintioa  of  Dead  Wire. 

The  Commission  recommended  that  a  dead  i 
Merrimac  should  be  utilized  as  the  second  wire 
place  the  grounded  service  in  use. 

Order — Toll  Rates — Diviaion  of  Toll  Revenne — Limitation   of  Number 
of  Snbacribera  on  Line. 

An  order  was  made  requiring  the  respondent  to  build  the  proposeil 
extenuons  and  providing,  among  other  things,  for  the  use  of  the  Lodi- 
Prairie  du  Sac  line  exclusively  for  through  service,  for  a  toll  charge  of 
ten  cents  over  this  line,  for  a  division  of  this  toll  revenue  with  the  con- 
necting company,  for  the  limitation  of  the  number  of  subscribers  on  one 
line,  and  for  a  uniform  toll  chat^e  of  ten  cents  to  Poynette.* 

DECISION  AND  ORDER 

Complaint  against  the  Lodi  Teleplione  Exchange,  signed 
by  twentj-six  petitioners,  was  filed  witti  this  Commission  oii 
January  8,  3913.  The  matters  complained  of  are  as  follows: 
f  1)  for  several  days  al  a  time  it  is  impossible  to  get  service, 
(2)  the  service  is  very  poor,  (3)  the  lines  and  systems  are 
not  properly  repaired,  (4)  the  lines  are  overloaded,  (5)  the 
company  refuses  to  install  phones  when  requested,  (6)  no 
service  is  furnished  during  the  night  and  on  Sunday  after- 
noon. 

These  six  points  arie  complaints  set  forth  in  the  original 
petition  of  E.  W.  Johnson,  et  al.  At  the  hearing,  February 
20,  1913,  an  amendment  to  this  complaint  was  read  into  the 
testimony.    The  supplementary  complaint  is  to  this  effect : 

"That  the  respondent  company  maintains  a  line  between  Lodi  and  Sauk 
City  in  conjunction  with  the  Troy  and  Honey  Creek  Telephone  Company; 
that  Mch  line  is  used  for  local  business  by  patrons  connected  directly  to 
it,  and  the  amount  of  such  local  business  is  s?  great  as  to  interfere  materially 
with  the  use  of  a  through  line;  and  that  the  respondent  should  be  ordered 
to  run  an  additional  wire  between  Lodi  and  Sauk  City  in  connection  with 
said  Troy  and  Honey  Creek  Telephone  Company,  such  wire  to  Iw  used 
only  for  through  business  between  Lodi  and  Prairie  du  Sac." 
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Another  complaint  against  the  Lodi  Telephone  Exchange 
was  filed  in  September,  1912,  by  Christian  Falkenstein,  et  al. 
This  complaint  was  irregular  as  it  had  but  eight  signers. 
Uowever,  'the  matters  complained  of  in  that  petition  will  be 
considered  jointly  with  the  complaint  of  E.  W.  Johnson,  et  al. 
The  petition  of  Christian  Falkenstein,  et  al.,  sets  forth  (1) 
that  the  petitioners  are  all  resident*  of  Columbia  County, 
and  all  farmers  residing  on  one  of  the  main  roads  leading 
from  the  village  of  Lodi  to  the  village  of  Poynette,  and  at 
distances  ranging  from  one-half  mile  to  three  and  one-half 
miles  from  Lodi  where  ttie  Ludi  Telephone  Exchange  has  its 
central  ofBce,  (2)  that  the  petitioners  have  long  been  desirous 
of  having  telephone  connection  with  the  Lodi  Telephone  Ex- 
change and  have  at  various  times  for  several  years  requested 
that  a  line  be  run  out  to  their  homes,  and  (3)  that  the  Lodi 
Telephone  Exchange  has  repeatedly  promised  and  agreed  to 
give  the  telephone  connection  desired  but  has  failed  so  to 
do  up  to  the  present  time.  The  petitioners  ask  that  the  re- 
spondent be  ordered  to  furnish  them  with  telephone  servii'e. 

In  addition  to  these  two  petitions  a  number  of  informal 
complaints  from  residents  of  Lodi  and  nearby  country  have 
been  received  from  time  to  time  charging  that  telephone 
connections  had  been  asked  for  without  obtaining  any  satis- 
faction from  the  respondent's  manager. 

Hearing  on  all  these  matters  was  held  at  Madison  on 
February  20th,  1913.  The  appearances  for  the  petitioners 
were  E.  W.  Johnson,  Christian  Falkenstein,  F.  O.  Richards, 
Adolph  Leptin,  and  A.  W.  Schroeder.  '  W.  T.  Sparks,  man- 
ager and  proprietor  of  the  Lodi  Telephone  Exchange,  ap- 
peared for  tlie  respondent.  The  following  facts  were  given  in 
E.  W.  Johnson's  testimony: 

E.  W,  Johnson  testified  that  he  is  a  farmer  living  in  the 
town  of  West  Point  about  seven  miles  from  Ijodi ;  that  he 
WHS  formerly  a  subscriber  of  the  respondent's  exchange  but 
had  bis  telephone  removed  while  he  was  on  a  prolonged  ab- 
sence from  the  State;  that  upon  his  return,  some  time  in  the 
spring  of  1909,  be  requested  of  Mr.  Sparks  to  have  his  tele- 
phone reinstalled.  A  connection,  according  to  Mr.  Johnson, 
was  promised  him  by  the  respondent's  manager  on  a  number 
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of  occasioDs  but  do  connection  Uaa  been  made  as  yet.  The 
line  to  wbieh  this  complainant  desires  to  be  conneeted  goee? 
past  bis  house,  and  a  wire  still  runs  up  to  the  house  since 
the  time  when  the  complainaDt  had  a  telephone.  This  line 
passing  bis  bouse,  it  appears,  is  a  party  line  with  about 
eighteen  subscribers.  The  reasons  given  by  the  respondent's 
maoager  for  not  making  the  connectioo  were  generally  that 
he  was  very  busy  and  not  able  to  make  the  connection  just 
at  that  time.  It  is  Mr.  Johnson's  opinion  that  out  of  tlie 
twenty-six  signers  to  this  petition,  some  seven  or  eight  are 
willing  to  subscribe  for  telephones. 

A.  M'.  Schroeder  testified  that  be  lived  in  the  town  of 
Vienna  about  five  miles  from  Lodi;  that  two  years  ago  last 
March  he  asked  to  have  a  telephone  put  into  bis  house;  tliat 
the  respondent's  manager  bad  promised  to  install  one  for 
him  but  had  not  done  so;  that  one  of  the  respondent's  Hues 
runs  by  his  bouse  only  four  or  five  rods  away;  that  four  or 
five  of  his  neighbors  desire  connection  and  are  ready  to  sub- 
scribe for  telephones. 

From  the  exanunation  of  Schroeder  by  the  respondent's 
manager,  it  appears  that  the  latter  had  been  twice  to  the 
Schroeder  home  for  the  purpose  of  installing  a  telephone 
and  that  on  the  firat  occasion  Scbroeder  was  not  ready  for 
it  and  on  the  other  be  was  not  at  home. 

Christian  Falkenstein',  one  of  the  signers  of  tlie  irregular 
petition,  testified  that  he  is  a  farmer  living  alK>ut  two  miles 
east  of  Lodi ;  that  there  is  at  the  present  time  no  telephone 
line  running  by  his  farm ;  that  he  and  his  co-signers  desire 
a  new  line  to  be  built  that  will  furnish  them  with  telephone 
service ;  that  the  new  line  would  get  eiglit  or  nine  sultscribers ; 
that  the  new  line  would  have  to  be  about  three  and  three- 
quarters  miles  long;  and  that  he  has  been  waiting  for  a 
telephone  to  be  installed  for  seven  years. 

P.  G.  Richards,  one  of  the  signers  of  the  Falkenstein  peti- 
tion, testified  that  be  lives  about  a  mile  and  a  quarter  from 
,Lodi  on  the  ArltDgton  and  Poynette  road;  that  there  is  a 
section  of  line  about  three-fourths  of  a  mile  long  in  the  town 
of  Arlington  which  is  in  bad  repair  and  mostly  on  the  ground 
and  that  this  three-fourths  of  a  mile  has  one  subscriber  on 
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It  who  could  be  served  by  the  proposed  new  line  which  would 
go  directly  by  his  house;  that  this  would  remedy  the  poor 
couditioD  of  that  part  of  the  line  in  Arlington  and  would 
save  the  expense  of  repairing  the  three-fourths  mile  that 
has  fallen  into  such  poor  condition.  It  further  appears  that 
the  nearest  telephone  within  bis  reach  is  100  rods  away 
across  fields. 

The  respondent's  manager  o£Fered  a  map  showing  the  lines 
of  bis  system  and  the  location  of  present  subscribers.  Ac- 
cording to  his  description  of  the  line  that  E.  W.  Johnson  is 
interested  in,  this  part  of  the  system  is  made  up  of  three 
lines.  The  one  nearest  to  Lodi,  No.  Ill,  runs  out  about  three 
miles  and  has  twelve  patrons ;  the  second  one,  No.  120,  par- 
allels the  first  line  and  extends  about  three  and  one-half 
miles  further,  having  ten  patrons,  while  the  third.  No.  118, 
runs  still  further  and  adds  about  seven  miles  to  the  system 
with  eighteen  additional  patrons.  His  testimony  on  these 
lines  was  to  the  effect  that  in  order  to  take  on  more  patrons 
on  bis  No.  118  line,  it  would  be  necessary  to  relieve  the  con- 
gestion by  stringing  an  extra  wire  some  six  miles  in  length. 
The  expense  of  this  extension  seems  to  have  been  the  cause  for 
his  not  accepting  new  patrons  on  that  part  of  the  system. 

Respondent's  testimony  relating  to  the  proposed  Palken- 
stein  line  sets  forth  that  this  was  a  very  bad  road  to  build 
on  because  of  its  crooked  course  and  because  of  the  heavy 
brush ;  that  the  line  would  be  about  four  miles  long,  but  that 
although  the  road  was  a  difficult  one  for.  building  a  line,  it 
was  his  intention  to  build  this  extension  in  the  spring. 

As  regards  the  Prairie  du  Sac  connection,  respondent  testi- 
fied that  at  present  there  was  a  rural  grounded  line  between 
Lodi  and  Prairie  du  Sac,  partly  owned  by  respondent  and 
partly  owned  by  the  Troy  and  Honey  Creek  Telephone  Com- 
pany. This  line,  it  appears,  has  a  total  of  fourteen  telephones 
and  is  used  both  for  local  and  through  business,  no  toll  being 
charged  at  either  end.  The  reason  given  for  this  free  service 
was  that  the  farmers  between  Lodi  and  Prairie  du  Sac  do 
business  with  both  towns  and  expect  to  be  exempt  from  toll 
charges.  Respondent  pointed  out  that  a  toll  charge  to  Prairie 
du  Sac  would  cause  dissatisfaction   but  at  the  same  time 
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bi8  exchange  could  not  afford  to  construct  a  new  line  and 
maintain  it  free. 

Following  the  hearing,  an  investigation  of  the  traffic  and 
financial  conditions  of  the  respondent  was  made.  The  scope 
of  the  investigation  is  covered  in  the  ensuing  paragraphs : 

The  Lodi  Telephone  Exchange  is  a  privately  owned  enter- 
prise with  its  central  office  in  the  village  of  Lodi.  It  fur- 
nishes service  to  a  total  of  353  patrons,  159  of  which  are 
village  patrons  and  194  rural.  The  classification  of  the  vil- 
lage subscribers  and  the  rates  charged  each  class  are  as 
follows : 
Residence,  two-party  selective  ringing. 

grounded.  40  'phones  at  $1.00  per  month. 

Residence,  one-party  series,  grounded.  66  'phones  at  $1,00  per  month. 

Business,  one-party  series,  metallic.  53  'phones  at  $1.50  per  month. 

The  rural  subscribers  are  distributed  over  eighteen  lines 
varying  from  a  minimum  of  five  subscribers  to  a  maximum 
of  seventeen  subscribers  per  line,  the  average  being  eleven 
per  line.  Rural  subscribers  pay  |1.00  per  month.  Two  of  the 
rural  lines  are  used  as  a  connection  between  the  T.^i  ex- 
change and  the  exchange  of  a  foreign  company.  One  of  these 
runs  to  Merrimac  and  connects  with  the  Farmers'  Mutual 
Telephone  Company  at  that  point.  The  respondent  has  two  or 
three  subscribers  just  outside  tlie  Merrimac  exchange  and 
makes  no  toll  charge  for  messages  from  T^odi  to  those  subscrib- 
ers. Calls  that  go  to  the  Merrimac  switchboard,  however,  pay 
ten  cents  each.  The  other  line  mentioned  connects  the  ijo6i 
exchange  with  the  Troy  and  Honey  Creek  Telephone  Com- 
pany's exchange  at  Prairie  da  Sac.  No  toll  charge  is  made 
over  this  line. 

In  addition  to  the  above-mentioned  rural  lines  there  is  one 
through  grounded  toll  line  from  Lodi  to  Poynette  connect- 
ing with  the  Poynette  Telephone  Company  at  that  point. 
This  line  forms  an  outlet  of  business  from  the  Lodi  Telephone 
f'ompany  J:o,Tarious  towns  with  which  the  Poynette  company 
connects,  such  as  Portage,  De  Forest,  Arlington,  Morrison- 
ville,  Rio,  etc.  To  all  subscribers  of  the  Lodi  Telephone  Com- 
pany except  those  oil  the  rural  line  No.  113  the  charge  is 
(en  cents  or  more,  depending  on  which  village  is  called  out 
of  the  Poynette  exchange.     This  Ko.  113  line  has  10  sub- 
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scribers  at  the  present  time  and  runs  toward  Arlington.  The 
reason  given  for  charging  no  toll  to  the  patrons  of  this  line  is 
that  these  patrons  live  nearest  the  village  of  Poynette  and 
Arlington  of  any  of  the  patrons  of  the  Lodi  exchange,  and 
.  tbeir  bnsiness  interests  are  divided  between  these  various 
towns.  Hence  the  Lodi  Telephone  Company,  in  order  to  re- 
tain tbem  as  subscribers  of  tbeir  exchange,  has  given  tbeui 
this  privilege.  It  would  seem  that  this  practice  is  a  dis- 
crimination against  the  other  subscribers  of  the  Lodi 
company. 

Since  the  ca«e  at  hand  does  not  involve  a  complaint  of 
rates  but  is  rather  a  request  for  extension  of  service,  a  valu- 
ation of  the  entire  system  haa  not  been  made,  but  only  of 
that  part  of  the  system  complained  of  in  the  E.  W.  Johnsou, 
et  al.,  petition.    These  lines  are  numbei's  111,  118,  and  120. 

Their  summary  valuation  is  given  below. 

VALUATION  OF  LINES  111,  118  AND  120. 


B.  Distributing  System   $I,S05  $993 

C.  Buildings  &  Miscellaneous  Structures  ■     

D.  Exchange    Equipment    15  10 

E.  General    Equipment ....  

Total    $1,520  ?1.003 

Add  12%  (see  rote  below)   182  120 

Total  $1,702  $1,123 

F.  Paving   

H.    Material  &  Supplies   

$1,702  $1,123 

note:  .\ddition  of  12%  to  cover  engineering,  superintendence,  interest 
during  construction,  contingencies,  etc. 

Before  taking  up  the  question  of  specific  extensions,  wc 
should  first  consider  what  are  the  present  operating  ex- 
penses and  what  is  the  return  on  the  investment.  Owing  to 
the  incompleteness  of  financial  records,  it  has  been  difficult 
not  only  to  make  a  true  apportionment  of  expenses  but  even 
to  determine  with  certainty  just  what  those  expenses  were. 
It  is  believed,  however,  that  the  schedule  below  is  fairly 
representative  of  the  revenues  and  operating  expenses: 

'"   '  ■■■■"■■■  " tS'^ 
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COMPARATIVE  INCOME  ACCOUNT. 


YEAaSNDIKO 

YEAR  ENDING 

Eabnings 

JUNE  30, 1911 

JU^ 

n;  30, 1912, 

Exchange  Telephone  Earnings 
Earnings  from  Connecting  Lines 
Misc.  Exchange  Earnings 

$3,811.00 
112.67 
21275 

$3,954.00 
136.44 
196.20 

EXKNSES 

$4,136.42 

$4,286.64 

Central  Oflke 

Openkting  labor 
Supplies  and  expenses 
Mainlenance 

$468.00 
159.37 

$468.00 
15429 

14.91 

Wire  Plant  Expenses 
Operation 
Maintenance 

$165.00 
72327 

$627.37 

$165.00 
645.73 

$637.20 

88827 

810.73 

Sabstation  Expenses 
Operation' 
Maintenance 

$178.00 
165.00 

$250.95 
282.8S 

Commercial  Expenses 


General  Expenses 

General  office  salaries 

$250.00 

$250.00 

Misc.  general  oflke 

13.50 

263.50 

250.00 

Undistributed  Expenses 

$66.92 

Ifi&OO 

Maintenance  utility  equipment 

150.54 

11829 

Stationery  and  printing 

21.50 

24.50 

238.96 

208,79 

TOTAL    OF     ABOVE 

$2,437.32 

$2,519.60 

NET    OPERATING    REVENUES 

$1,699.10 

$1.767.W 

Taxes 

$96.95 

$99.29 

Interest  on  Floating  Debt 

60.00 

60.00 

I5&9S 

15929 

Net  Iwcome 

$1,542.15 

$1,607.75 

^  ,,.>.,  1 ' 
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The  above  income  account  does  not  show  any  allowance 
for  depreciation.  Some  of  the  maintenance  items  should 
possibly  be  depreciation  reserve  charges  if  proper  records 
had  been  kept,  but  as  there  were  no  abnormal  charges  and  as 
construction  items  have  been  elimlDated,  the  operating  ex- 
penses can  be  accepted  as  given  here.  Operating  revenues  in 
this  income  account  are  taken  from  the  reports  to  this  Ooni- 
miasion.  These  revenues  are  not  entirely  correct  as  they  rep- 
resent collections  only.  The  true  revenues  liave  been  com- 
piled in  the  following  manner: 

Rentals  computed   frotn  number  of  telephones  and  rale   for 

each  class  $4,554.00 

Wisconsin  Telephone  Company,  commission  (1912) 136.44 

Local   toll  revenues 19620 

Total  Revenues    $4,886.64 

If  the  total  expenses  of  1912,  |2,678.89  (including  taxes 
and  interest  on  floating  debt),  be  deducted  from  |4,886.64, 
there  remains  $2,207.75  available  for  interest  and  deprecia- 
tion. This  amount  constitutes  15  per  cent  on  a  hypothetical 
investment  of  $14,718.00.  The  exact  investment  in  the  re- 
spondent's system  is  not  known  as  no  construction  records 
have  been  kept.  The  manager's  own  estimate  places  it  at 
$12,000.00.  The  above  figure,  |14,718.00,  on  which  there 
(ieems  to  be  a  return  of  15  per  cent,  for  interest  and  depre- 
ciation, probably  covers  the  actual  investment. 

As  far  as  the  lines  111,  118  and  120  are  concerned,  these 
bring  a  total  revenue  from  their  thirty-nine  patrons  amount- 
ing to  1468.00  a  year.  Allowing  15  per  cent,  for  interest  and 
depreciation  on  an  investment  of  $1,700,  allowing  mainten- 
ance of  substations  at  f  1.25  per  station,  and  allowing  main- 
tenance of  about  fifteen  pole  miles  at  $8.24  per  pole  mile,  we 
get  expenses  for  this  part  of  the  system  amounting  to  $427.50. 
There  is  still  some  margin  to  contribute  toward  central  ofHee 
expenses.  This  merely  indicates  that  the  respondent  seems 
to  be  earning  sufficient  to  provide  for  operating  expenses, 
interest  and  depreciation. 

Without  a  valuation  of  the  entire  system  this  fact  cannot, 
of  course,  be  absolutely  determined.     It  can  be  said  with 
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reasonable  certainty,  bowever,  that  the  present  business  is 
bringing  just  about  enpugb  to  allow  7.5  per  cent,  deprecia- 
tion and  7.5  per  cent,  interest. 

The  next  consideration  is  the  amount  of  additional  invest- 
ment required  to  make  the  extensions  asked  for  in  this  case. 

1.  Extension  to  Relieve  Congestion  on  No.  118. 

If  E.  \V.  Johnson  and  others  adjoining  that  portion  of  tbe 
line  No.  118  are  to  be  taken  on,  something  must  be  done  to 
relieve  the  overcrowded  condition.  This  can  best  be  done 
by  running  an  extra  line  from  Lodi  for  a  distance  of  about 
six  miles.  Providing  part  of  an  abandoned  line  is  made  use 
of,  it  has  been  estimated  by  the  engineering  department  that 
this  extra  line,  which  will  be  strung  on  the  poles  already 
there,  will  cost  f68.22. 

2.    P-iLKENSTBIN    EXTENSION, 

In  order  to  satisfy  the  demands  of  Christian  Palkenstein, 
et  al.,  it  will  be  necessary  to  build  an  entirely  new  pole  line 
running  northeast  from  Lodi  for  about  three  and  one-half 
miles.  The  engineers  estimate  of  the  cost  of  this  extension, 
including  four  telephones  in  place,  is  f305.10. 

3.  Theough  Lines  to  Pbairib  du  Sac. 
Tbe  ordinary  rural  line  now  being  used  for  both  local  and 
rural  calls  is  overworked.  This  line  is  approximately  twelve 
miles  in  length,  seven  miles  of  which  are  owned  by  the  re- 
spondent and  five  of  which  are  owned  by  the  Troy  and  Honey 
Creek  Company.  Tbe  respondent's  portion  of  it  has  twelve 
subscribers  and  the  remainder  has  two,  making  fourteen 
subscribers  besides  the  two  centrals  that  use  this  joint  line. 
The  line  is  already  carrying  a  good  loading  for  purely  rural 
busine-ss  and  cannot  be  expected  to  handle  the  through  calls 
as  well.  Tlie  expense  of  putting  up  a  new  line  would  be 
shared  by  the  two  exchanges.  The  Troy  and  Honey  Creek 
Telephone  Company  has  signified  its  willingness  to  build 
its  part.  Assuming  that  this  line  would  be  a  full  metallic 
toll  line,  the  approximate  cost  of  building  it  has  been  esti- 
mated as  follows:  .  ::/- 

■■■"■- ^ c>'^ 
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Respondent's  share,  7  miles $251.53 

Troy  and  Honey  Creek  Telephone  Company,  S  miles...     182.36 

Total    $433.91 

INCEEASBD  EXl'ENSBS  FROM   EXTENSION. 

The  principal  question  to  determine,  then,  is  whether  the 
additional  business  likely  to  result  from  the  proposed  ex- 
tension will  take  care  of  the  increased  interest,  depreciation, 
and  maintenance.  A  summary  of  .the  cost  of  the  extension 
together  with  an  estimate  of  the  extra  expenses  to  be  met 
follows : 

1.  Estimated  cost  of  extension  in  town  of  West  Point  $68.22 

2.  Estimated  cost  of  extension  Falkenstein  line  305.10 

3.  Estimated  cost  of  Prairie  du  Sac  toll  h'ne  251.53 

Total  Cost  of  Extensions  $624it5 

Add  4  telephones  for  extension  1 48.00 

$672.85 

Interest  and  depreciation,  15  per  cent $100.00 

Maintenance  of  3,5  pole  miles  on  Falkenstein  line  (Figured  on 
average  of  maintenance  of  wire  plant  per  pole  mile  for  last 
two  years)    30.00 

Additional  substation  expenses,  8  telephones,  $1.25  each  (based  on 

average  of  last  two  years)    10.00 

Maintenance  of  14  miles  of  toll  wire  

Maintenance  of  6  miles  of  grounded  rural  wire  36.00 

Total  .Additional  Expense  to  be  Met $176.00 

In  the  above  estimates,  the  maintenance  of  wire  is  basetl 
on  the  arithmetic  average  4if  maintenance  of  aerial  wire  for 
Wisfonsin  Telephone  Company  in  1912,  which  was  $1.79  per 
mile  of  wire!  These  estimates  are  liberal,  and  should  he 
ample  to  cover  all  extra  expenses.  It  is  not  considered  likely 
that  central  office  expenses  will  be  increased  appreciably  and 
if  there  should  be  an  increase  at  all,  the  above  estimates  are 
sufficient  to  cover  them. 

We  have  assumed  so  far  that  there  would  be  eight  addi- 
tional subscriliers  taken  on,  four  of  them  to  be  connected  to 
the  new  wire  in  the  town  of  West  Point,  and  four  to  be  con- 
nected to  the  new  line  on  tiie  Poynette  road. 


...,..,  CA>oj^le 


E.  W.  Johnson,  et  al.,  vs.  Lodi  Tel.  Exchange.      101 
Pbobabi^  Bevbntte  pkom  Extensions. 

With  eight  oew  subscribers  taken  on,  there  would  result 
an  additional  exchange  earning  of  f96.00  a  year,  wliicli 
amount  covers  all  but  |80.00  of  the  increased  expense:*. 
M(wt  of  the  balance,  if  not  all,  will  be  disposed  of  through, 
the  toll  earnings  to  come  in  from  the  Prairie  du  Sac  line. 
Tickets  to  calls  over  the  Prairie  du  Sac  hue  covering  four 
days'  operation  in  the  month  of  April  show  an  avwage  of 
thirteen  calls  a  daj.  This  would  mean  about  six  calls  a 
day  to  Lodi's  advantage  if  tolls  were  divided  evenly.  Of 
conrtie  tbe  number  of  calls  will  drop  off  when  a  toll  is  im- 
posed. It  is  therefore  not  possible  to  determine  exactly  how 
many  calls  will  continue. 

Some  indication  of  the  number  of  calls  that  might  go  over 
this  Prairie  du  Sac  line  can  be  gained  by  considering  the 
calls  going  to  Poynette.  All  patrons  of  the  respondent  ex- 
cepting those  on  line  Ifo.  113,  who  talk  to  Poynette,  have  to 
pay  ten  cents  a  call.  In  spite  of  this  charge  there  were  59 
outgoing  calls  to  Poynette  last  March.  Calls  over  the  Lodi- 
Prairie  du  Sac  Line  ought  to  be  about  the  same.  If  we  allow 
for  Lodi's  share  an  average  of  two  calls  a  day  on  that  line, 
we  would  have  additional  revenue  of  about  {70,00. 

The  addition  of  two  or  three  more  subscribers  tlian  have 
been  estimated  for  the  Falkenstein  extension  would  bring  the 
revenues  to  a  point  where  all  additional  expenses  are  offset. 
It  is  not  possible  to  determine  with  certainty  just  what  new 
subscribers  will  be  taken  on,  or  just  what  volume  of  business 
will  go  over  the  toll  line.  Neither  is  it  practicable  to  de- 
termine exactly  what  the  increased  expenses  would  be.  How- 
ever, as  nearly  as  we  have  been  able  to  make  a  test,  it  ap- 
pears that  the  three  extensions  proposed  will  not  work  a 
hardship  on  the  respondent,  and  will  in  fact  be  compensated 
for  in  increased  revenues. 

The  stringing  of  the  toll  wire  and  of  the  fourth  wire  in 
the  town  of  West  Point  are  mattew  that  are  required  be- 
cause of  the  overloaded  condition  of  the  respondent's  lines 
and  its  consequent  inability  to  take  on  new  subscribers  to 
certain  parts  of  its  system.     The  Falkenstein  extension  is 
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needed  in  order  to  give  service  to  farmers  living  on  tlie 
I'oynette  road. 

An  order  for  directing  tliese  three  extensions  to  be  ma<le 
seems  to  be  a  fair  disposition  of  the  complaints. 

One  other  improvement,  not  jet  referred  to,  could  easilj- 
be  made.  This  relates  to  the  toll  line  to  Merriinac.  There 
are  at  present  two  dead  No.  8  wires  running  from  I^di  to 
Merriniac.  These  two  wires  used  to  be  a  toll  line — now 
abandoned.  One  of  these  dead  wires  could  be  used  as  the 
second  wire  of  a  full  metallic  circuit  to  replace  the  grounded 
line  now  used.  This  change  would  not  involve  very  large 
expense  and  it  is  recommended  that  the  improvement  be 
made  at  the  earliest  opportunity. 

The  order  in  which  this  «'ork  should  proceed  seems  to  be 
as  follows:  (1)  Toll  line,  (2)  West  Point  township  line, 
.{3)  Palkenstein  extension.  B,y  IniJlding  the  toll  line  first 
any  effect  which  the  toll  charges  might  have  on  members  in 
that  country  locality  can  be  observed.  Since  the  chief  peti- 
tion in  this  case  is  presented  hy  E.  W.  Johnson,  et.  at.,  and 
since  the  heaviest  loading  of  lines  is  in  West  Point  township, 
it  is  only  fair  that  relief  be  givfen  these  parties  prior  to 
Christian  Falkenstein,  et.  al.  Each  piece  of  work  should 
follow  closely  upon  the  preceding  job  so  that  the  extensions 
can  all  be  completed  by  July  1st,  1913. 

The  complaint  of  E.  W.  Johnson,  et  al.,  to  the  effect  that 
no  service  is  furnished  during  the  night  and  on  Sunday 
afternoon  does  not  appear  entirely  substantiated.  The  re- 
spondent's switchboard  is  provided  with  a  night  bell  which 
rings  in  the  manager's  apartments  above  the  exchange  office, 
and  we  are  informed  that  night  calls  are  answered.  Sunday 
afternoon  service  is  not  given  at  the  present  time,  but  this 
<'oramission  does  not  consider  it  advisable  to  order  Sunday 
afternoon  service  at  this  time.  Such  extra  service  wonld 
mean  some  additional  central  office  expenses  which  probably 
could  not  be  met  without  adjusting  rates. 

Therefore,  it  is  ordered.  That  the  respondent  in  this  case, 
the  L<Hli  Telephone  Exchange, 

1.  Shall  proceed  to  construct  a  full  metallic  toll  line  from 
the  central  ofQce  at  Lodi  to  the  point  of  junction  of  its  line 
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No.  116  with  the  Troy  and  Honey  Creek  Telephone  Company, 
mid  construvtiou  to  coniuience  as  soon  as  the  latter  shall 
have  agreed  to  construct  its  share  of  the  toll  line ; 

2.  Shall  folleet  a  toll  charge  of  ten  cents  per  message 
rm  each  and  every  call  going  from  Lodi  to  Prairie  du  Sac ; 

3.  Shall  utilize  the  Lodi-Prairie  dn  Sac  toll  line  ex- 
clusively for  through  service; 

4.  Shall,  in  making  settlements  with  the  Troy  and  Honey 
Creek  Telephone  Company  have  the  option  of  dividing  the 
toll  revenueH  from  the  LodirPrairie  du  Sac  toll  line  half 
and  half  or  in  proportion  to  outgoing  calls,  according  as 
agreement  shall  be  made  hetween  the  two  lines; 

5.  Shall  erect  an  additional  wire  extending  from  Lodi  to 
the  so-called  T  branch,  being  a  point  in  the  Town  of  West 
Point  on  the  boundary  between  sections  16  and  21,  and  shall 
so  apportion  its  subacribers  as  to  limit  the  number  on  one 
line  so  far  as  possible  to  ten; 

6.  Shall  construct  a  pole  line  on  the  Poynette  road  for 
a  distance  not  less  than  three  and  one-half  miles  from  I^di ; 

7.  Shall  abandon  its  practice  of  making  no  toll  charge 
for  patrons  on  line  No.  113  calling  Poynette,  and  shall  make 
a  uniform  toll  charge  of  ten  cents  per  message; 

8.  It  is  further  ordered  that  July  1st,  1913,  shall  be  con- 
sidered sufficient  time  by  which  to  comply  with  the  pro- 
visions. 

Date<i  at  Madison,  Wisconsin,  this  7th  day  of  May,  1913. 


In  re  Application  of  the  Casco  and  Brussels  Telephone 
Company  for  Authority  to  Increase  Rate.^. 

Decided  May   17,   1913. 
SobBtitntion  of  Flat  Toll  Rate  for  Distance  Rate  Denied. 

Upon  application  to  substitute  a  Rat  toll  rate  of  fifteen  cents  per  message 
in  place  of  the  rates  in  effect  based  on  distance,  viz :  ten  cents  for  less 
than  five  miles  and  fifteen  cents  for  greater  distances,  on  the  ground  that 
the  existing  rates  confused  the  operators. 

Held:  That  the  Company  does  not  appear  to  be  in  need  of  additional 
revenue,  and  that  the  reason  advanced  for  the  increase  is  not  sufficient  to 
justify  the  proposed  change. 

Consequently  the  application  to  increase  toll  rates  was  dismissed.  1 
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Reduction  of  Bnuneu  Rate. 

It  appearing  that  the  applicant  was  charging  (2.00  per  month  for  in- 
dividual line  business  service,  while  the  rate  on  file  (or  such  service  w:is 
$2^,  the  CommisvoD  authorized  the  change  because  it  constituted  a  re- 
duction.* 

DECISION  AND  ORDEB. 

Application  in  this  matter  was  filed  with  the  Commissiun 
on  March  3,  1913.  Applicant  is  a  telephone  utility  operating 
an  exchange  in  Casco,  ^'isconsin,  and  toll  lines  in  connec- 
tiun  therewith.  It  appears  from  the  application  that  the 
toll  rates  now  in  effect  are  ten  cents  and  fifteen  cents  ac- 
cording to  the  distance  over  which  the  message  is  trans- 
mitted. The  applicant  seeks  to  abolish  the  ten  cent  rate- for 
distances  of  less  than  five  miles  and  to  charge  fifteen  cents 
on  all  toll  calls,  for  the  reason  that  the  present  rates  based 
on  distance  are  confusing  t^>  operators. 

Hearing  was  set  for  April  15tb,  but  no  appearances  were 
entered. 

An  examination  of  the  report  of  the  utility  for  the  last 
fiscal  year  fails  to  indicate  that  the  utility  is  in  need  of  more 
revenue,  nor  would  the  proposed  change,  apparently,  pro- 
duce much  more  revenue.  According  to  the  statement  sub- 
mitted by  the  applicant,  the  revenues  from  the  ten  cent 
charge  were  f3.80  for  the  month  of  February,  and  from  the 
fifteen  cent  charge,  f li.25.  According  to  these  figures,  the 
increase  in  revenue  would  be  very  slight. 

Data  submitted  by  the  utility,  in  response  to  inquiries 
from  the  Commission,  were  so  incomplete,  that  the  records 
in  this  case  are  not  very  complete  with  regard  to  the  extent 
of  the  toll  system  or  the  reasons  why  the  distance  should 
not  be  recognized  as  a  factor  in  determining  rates.  The 
reason  advanced  by  the  utility,  that  the  present  rates  are 
confusing  to  operators,  does  not  appear  to  be  sufficient  to 
justify  the  proposed  change  in  rates. 

Attention  should  be  called  to  the  fact  that  the  utility  ap- 
peal's to  be  charging  l|2.tMI  per  month  for  single  party  busi- 
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iiess  'phoues,  although  tlie  legal  rate  od  file  is  {2.25.  As 
this  change  has  constituted  a  reduction  it  i»  authorized. 

The  application  to  increase  toll  rates  will  not  be  granted, 
and  the  case  is  dismissed. 

Dated  at  Madison,  Wisconsin,  this  ITth  day  of  May,  1913. 


The  Ett&ick  Telephone  Company  vs.  thh  La  Cbossb  Tblb- 

PHONB  COMPANr. 

Decided  June  3,  igsj. 

Metboda  of  EsUbUshing  Physical  Connection— Apportionnmit  of  Cost 

Upon  petition  alleging  that  the  respondent,  La  Crosse  Telephone  Company, 
refused  to  establish  physical  connection  between  its  lines  and  those  of  the 
petitioner  although  it  had  done  so  for  other  telephone  companies  in  the 
»ame  territory,  it  appeared  that  the  petitioner  operated  exchanges  in  Galcs- 
ville  and  Etlrick  in  competition  with  the  Western  Wisconsin  Telephone 
Company  and  that  a  connection  existed  at  Galesville  between  the  lines 
of  the  respondent  and  those  of  the  Western  Wisconsin  Telephone  Company 
over  a  toll  line  from  Galesville  to  La  Crosse. 

Two  plans  for  affording  the  petitioner  the  desired  service  to  La  Crosse 
were  prt^osed:  one,  requested  by  the  petitioner,  being  direct  physical 
connection  with  the  Galesville-La  Crosse  loll  line,  which  would  make  the 
line,  in  effect,  a  two-party  toll  line;  the  other,  proposed 'by  the  Western 
Wisconsin  Telephone  Company,  being  connection  of  the  petitioner's 
lines  with  the  loll  switchboard  of  the  Western  Wisconsin  company.  The 
La  Crosse  Telephone  Company  supported  the  Western  Wisconsin  com- 
pany in  its  objection  to  direct  physical  connection  because  it  was  un- 
willing to  act  contrary  to  the  wishes  of  that  company. 

The  petitioner's  objection  to  connection  with  the  lines  of  the  Western 
Wisconsin  Telephone  Company  was  that  under  the  arrangements  proposed 
the  petitioner's  subscribers  would  be  compelled  to  pay  a  toll  chat^e  (or 
sctvice  which  would  be  afforded  free  of  charge  to  the  patrons  of  the  Western 
Wisconsin  Company.  It  appeared,  however,  that  the  plan  would  be  satis- 
factory to  the  petitioner  if  this  difference  in  toll  charges  were  eliminated. 

Held:  That  public  convenience  and  necessity  require  the  establishment 
of  physical  connection  between  the  lines  of  the  petitioner  and  those  of 
the  respondent; 

That  no  irreparable  injury  will  result  to  the  owners  or  users  of  ihe  facih- 
ties  of  either  company; 
That  tbe  service  of  neither  will  be  materially  impaired  by  such  connection  ; 
That,  ahbougb  the  Commission  has  no  power  to  make  any  order  affecting 
the  Western  Wisconsin  Telephone  Company  because  it  is  not  a  party  to 
the  proceedings,  an  arrangement  for  physical  connection  through  its  switch- 
board will  meet  with  the  Commission's  approval. 
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Ordered,  That  the  Ettrick  Telephone  Company  and  the  La  Crosse  Tele- 
phone Company  establish  physical  connections  between  their  lines  in  such 
manner  that  intercommunication  may  be  had  between  their  subscribers, 
each  company  to  bear  one-half  of  the  expense  of  making  such  connection.* 

DECISION  AND  ORDER. 

The  petition  alleges  that  the  respoadent  refuses  to  nuthe 
physical  connectioii  of  its  lines  with  the  lines  of  petitioner 
but  does  receive  and  send  messages  for  other  telephone  com- 
panies in  the  same  territory;  and  that  the  respondent  also 
refuses  to  give  the  same  rates  to  petitioner  that  it  gives  to 
other  telephone  companies. 

Wherefore  the  petitioner  prays  that  the  respondent  be 
ordered  to  desist  from  violation  of  acta  referred  to  in  the 
petition  and  for  such  further  relief  as  the  Commission  may 
deem  necessary  and  just 

The  hearing  was  held  on  the  24th  day  of  September,  1912. 
The  petitioner  was  represented  by  John  Norgaard,  its  Presi- 
dent, and  the  respondent  by  J.  M.  Storkeraon,  its  President 

The  petitioner  is  a  mutual  company,  the  stockholders  of 
which  are  farmers  and  business  men  residing  in  and  around 
the  villages  of  Galesville  and  Ettrick.  It  operates  two  ex- 
changes, one  in  each  of  such  villages.  The  total  number  of 
its  telephones  is  approximately  375,  132  of  which  are  op- 
erated out  of  Galesville  and  243  out  of  Ettrick.  Of  this 
total  number,  approximately  100  are  residence  and  business 
'phones  and  the  remainder  are  rural  'phones.  All  construc- 
tion is  grounded. 

The  Western  WisfoiiRJn  Telephone  Company,  although  not 
a  party  to  the  proceeding,  is  interested  in  the  result  thereof. 
It  operates  eight  exchanges  with  a  total  of  1,507  subscribers. 
These  exchanges,  with  the  number  of  subscribers  in  each, 
are  as  follows : 

Arcadia    338 

Blair    26 

Centerville    167 

Ettrick    93 

Galesville    369 

Independence     101 

Trempaleau    99 

Whiti-hall    113 
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The  construction  used  on  all  rural  lines  is  grounded.  Toll 
lines  are  grounded  and  full  metallic  and  local  'phones  in  the 
various  villages  are  one  exchange  grounded,  one  full  metallic, 
one  combination  grounded  and  full  metallic,  and  five  ex- 
changes "common  return"  or  "McClure"  system. 

TLe  toll  connection  between  the  Western  Wisconsin  Tele- 
phone (Company  and  the  La  Crosse  Telephone  Company  is  a 
24-mile  full  metallic  copper  toll  line  running  between  La 
Crosse  and  Galesville,  owned  by  the  La  Crosse  Telephone 
Company.  Approximately  the  last  six  miles  of  this  line 
runs  on  the  poles  of  the  Western  Wisconsin  Telephone  Com- 
pany. At  the  present  time  each  company  collects' and  keeps 
all  tolls  arising  at  its  own  end  of  the  line.  The  La  Crosse 
company  charges  and  retains  a  straight  fifteen  cents  per 
call,  while  the  Western  Wisconsin  company  charges  and  re- 
tains a  straight  fifteen-cents  toll  to  those  of  its  subscribers 
who  do  not  pay  $24.00  per  year  fiat  rate  for  service  over 
the  entire  system  including  the  toll  lines  to  La  Crosse  and 
Winona. 

The  Western  Wisconsin  Telephone  Company  has  in  effect 
the  following  rates  for  service : 

$34.00  per  year  unlimited  service  over  the  entire 
system  including  use  of  toll  lines  to  La  Crosse  and 
Winona. 

$15.00    per  year   for   rural    'phones,   giving   unlimited 
service  to  one  exchange  and  principal  business  places 
in  one  or  more  of  the  other  exchanges,  according  to  the 
geographical  location  of  the  subscriber. 
$12.50   for  local  subscribers  calling  local   'phones   on 
one  exchange  but  no  rural  'phones. 
The    Ettrick    Telephone    Company    operates    exchanges    in 
tfalesville  and  Ettrick  in  competition  with  the  Western  Wis- 
consin Telephone  Company.    The  petition  calls  for  a  bridged 
connection  at  Galesville  directly  with  the  La  Crosse  toll  line 
now  used  by  the  Western  Wisconsin  Telephone  Company, 
thuM  making,  if  the  La  Crosse  exchange  is  considered  as  the 
main  central  office,  a  two-party  toll  line.    The  objection  inter- 
posed to  this  scheme  of  connwtion  is  the  contention  on  the 
part  of  the  Western  Wisconsin  company  that  it  would  re- 
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suit  in  a  great  deal  of  friction  between  operators  as  to  which 
one  should  have  the  use  of  the  line,  should  Iwth  want  it  at 
oQce.  As  an  alternative,  the  Western  Wisconsin  company 
is  willing  to  connect  the  lines  of  the  Ettrick  company  directly 
to  its  toll  board  at  Oalesville  and  to  do  the  switching  for  the 
Ettrick  company  to  the  La  Crosse  toll  lines  free  of  charge. 
With  this  arrangement  it  would  expect  to  give  the  subscrib- 
ers of  the  Ettrick  company  the  use  of  all  its  toll  lines  and 
exchanges  at  the  same  rate  which  it  charges  its  own  sub- 
scribers" at  Galesville  and  it  would  expect  the  samerates  in 
return  from  the  Ettrick  company.  Under  either  of  the  ar- 
rangements mentioned  the  Ettrick  company  would  be 
obliged  to  enter  into  a  contract  with  the  La  Crosse  company 
and  the' division  of  revenue  derived  from  the  line  between 
the  La  Crosse  company  and  the  Ettrick  company  would 
be  the  same.  The  contract  which  the  La  Crosse  company 
proposed  for  the  Ettrick  company  provides  for  a  division 
of  the  toll  on  the  following  basis:  the  La  Crosse  company 
to  keep  all  tolls  arising  at  its  own  end  of  the  line  and  also 
to  receive  75fo  of  the  toll  arising  from  the  Ettrick  company's 
lines,  the  latter  company  to  retain  25%  on  outgoing  business. 

it  is  probable  that  from  the  standpoint  of  the  La  Crosse 
company  a  toll  connection  with  the  Ettrick  company  is  not 
as  valuable  as  one  with  the  Western  Wisconsin  company. 
This  may  be  due  to  two  reasons,  (1)  the  Western  Wisconsin 
company  has  on  the  whole  a  better  class  of  construction  than 
rhe  Ettrick  company  has  and  hence  is  able  to  give  a  some- 
what better  class  of  service  and  is  therefore  of  more  value 
as  a  connection,  and  (2)  the  fact  that  the  Western  Wiscon- 
sin Telephone  Company  has  about  four  times  as  many  tele- 
phones as  the  Ettrick  company.  The  actual  cost  to  the  Jm 
Crosse  company  for  handling  the  business  of  both  companies 
will  be  practically  the  same. 

At  the  present  time  the  Ettrick  company  has  no  means 
of  access  to  La  Crosse.  Its  inability  to  make  satisfactory 
arrangements  for  a  connection  with  the  Ia  Crosse  company 
!ed  to  the  filing  of  the  petition  herein. 

As  appears  there  are  two  ways  in  which  the  petitioner 
could  be  given  the  desired  service  to  La  Crosse.    One  would 
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be  by  direct  physical  coouection  between  its  lines  and  tbe 
respondent's  lines  wliich  could  be  readily  made  because  the 
petitioner's  exchange  at  Galesrille  is  only  about  150  feet 
from  respondent's  lines ;  the  other  way  would  be  by  forming  a 
connection  between  the  petitioner's  lines  and  thos^  of  the 
Western  Wisconsin  Telephone  Company  at  Galesville. 

It  seems  from  the  testimony  that  the  respondent  originally 
held  out  assurances  that  it  would  make  physical  connection 
of  its  lines  with  those  of  the  petitioner  providing  the  pe- 
titioner would  be  willing  to  furnish  pin  room  from  Hunter's 
Bridge  to  petitioner's  exchange  at  QalesviUe  and  establish 
a  rate  of  fifteen  cents  per  message  between  Galesville  and 
La  Crosse.  Conferences  between  representatives  of  both 
companies,  with  a  view  of  entering  into  an  agreement  in 
the  matter  were  held,  but  it  seems  that  the  respondent  ulti- 
mately refused  the  direct  physical  connection  and' would 
consent  only  to  a  connection  being  made  between  petitioner's 
lines  and  those  of  tbe  Western  Wisconsin  Telephone  Com- 
pany at  Galesville  by  means  of  which  the  petitioner  could 
reach  La  Crosse  over  the  joint  lines  of  tlie  Western  Wis- 
consin Telephone  Company  and  those  of  the  respondent  com- 
pany as  above  shown. 

Id  explaining  the  respondent's  position  in  tbe  matter, 
it  was  said  that  originally  there  was  no  objection  to  direct 
physical  connection,  providing  it  would  prove  agn-eable  to 
the  Western  Wisconsin  Telephone  Company;  that  the  latter 
had  objected  to  the  direct  connection ;  and  that  the  respondent 
did  not  care  to  proceed  against  the  wishes  of  that  company 
for  the  reason  that  it  would  involve  the  respondent  in  a 
controversy  between  the  other  two  companies,  and  for  the 
further  reason  that  the  respondent  did  not  care  to  antagoiii?^ 
the  Western  Wisconsin  Telephone  Company  as  respondent's 
Unes  are  strung  on  poles  of  that  company  for  a  distance 
of  about  six  miles,  for  which  the  respondent  pays  no  rental 
and  has  no  binding  contract  for  maintaining  the  same.  The 
objection  to  reaching  La  Crosse  by  way  of  the  lines  of  the 
Western  Wisconsin  Telephone  Company  seems  to  be  that  the 
respondent  gives  the  W^estern  Wisconsin  Telephone  Com- 
pany unlimited  service  over  its  lines  without  any  charge 
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for  oufyoing  messages.  If  tlie  petitioner  accepted  tbe  terms 
of  the  Western  Wisconsin  Telepbone  Company  the  effect 
would  be  that  those  patrons  of  the  Western  Wisconsin  Tele- 
phone Company  who  have  unlimited  service  could  talk  to  La 
Crosse  from  (ialesville  without  paying  any  toll,  while,  on 
the  other  hand,  tlie  petitioner's  patrons  would  have  to  pay 
fifteen  cents  for  a  three-minute  conversation  and  five  cents 
for  every  additional  minute  for  the  same  service.  However, 
this  objection  did  not  seem  to  be  vital  from  the  petitioner's 
standpoint  and  such  arrangement  would  he  satisfactory  to 
it  if  it  were  allowed  a  percentage  on  incoming  as  well  as 
outgoing  messages. 

The  foregoing  are  the  principal  facts  bearing  ujwn  the 
matters  at  issue.  The  testimony  makes  it  quite  clear  that 
the  main  relief  sought  in  the  instant  case  is  some  sort  of 
physical  connection  between  the  petitioner's  lines  and  those 
of  the  respondent  which  will  enable  the  subscribers  of  pe- 
titioner's system  to  communicate  with  the  respondent's  sub- 
scribers in  La  Crosse  and  vice  versa.  For  one  reason  or 
another  such  a  connection  seems  to  be  somewhat  unsatis- 
factory to  both  the  respondent  and  the  Western  Wisconsin 
Telephone  Company.  A  connection,  however,  between  tbe 
petitioner  and  the  Western  Wisconsin  Telephone  Company 
would  meet  with  the  favor  of  both  the  respondent  and  the 
Western  Wisconsin  Telephone  Company.  The  only  objection 
to  this  mode  of  connection  on  the  part  of  petitioner  seems  to 
he  that  the  competition  between  the  two  companies  renders  it 
undesirable.  Nevertheless  we  are  of  the  opinion  that  such  a 
connection  would  obviate  any  diflSculty  that  might  arise 
between  any  two  of  the  three  companies  concerned  in  the 
matter.  Had  the  Western  Wisconsin  Telephone  Company 
been  a  party  to  this  proceeding,  we  should  doubtless  have 
suggested  that  as  the  expense  of  connecting  with  such  com- 
pany at  Galesville  is  very  slight,  a  trial  of  such  arrangement 
be  made,  but  we  have  no  power  in  the  present  proceeding 
to  make  any  order  affecting  any  company  not  a  party  thereto. 
If,  however,  such  an  arrangement  can  be  made  between  the 
parties,  it  will  meet  our  approval. 

The  judgment  of  the  commission  is  that  public  convenience 

, ..,..Xa>oj^[c 


API'L.  ok   BEBF  RlVEK  Vallby   Tkl.   C(t.  Ill 

and  necessity  require  a  plijskal  connection  to  l»e  su  made 
l>etween  tlie  telephone  lines  of  the  parties  to  tbis  proceeding 
as  to  enable  intercommunication  between  their  suhscriliers 
respectively;  that  no  irreparable  injury  will  result  to  the 
owners  or  other  users  of  the  facilities  of  either  of  said  com- 
panies; and  that  the  service  of  neither  of  said  companies 
will  be  materially  impaired  by  such  connection. 

The  expense  of  making  the  connection  is  slight  and  will  be 
apportioned  between  the  parties  equally. 

If  the  parties  cannot  agree  upon  the  joint  tolls  or  the  ap- 
portionment of  the  same,  the  commission  will,  pursuant  to 
sub-section  2  of  Section  1797m-30,  fix  and  establish  such* 
tolls,  and  apportion  the  same  between  the  parties. 

Noic  therefore  it  is  ordered,  That  the  Ettrick  Telephone 
Company  and  the  La  Crosse  Telephone  Company  make  such 
a  physical  connection  of  their  lines  that  the  subscribers  of  the 
Ettrick  Telephone  Company  and  those  of  the  La  Crosse 
Telephone  Company  may  communicate  with  each  other  from 
the  stations  installed  in  their  houses  and  places  of  business, 
respectively.  Each  of  the  companies  is  to  pay  one-half  of  the 
expense  of  making  such  connection. 

Thirty  days  is  deemed  a  sufficient  time  within  which  in 
comply  with  this  order. 

Dated  at  Madison,  Wisconsin,  this  third  day  of  June,  A.  I>. 
1913. 


In  the  M.\itbk  of  the  AppY-ication  of  the  Beef  River 
Valley  Telephone  Company  fob  Aiithokitv  to  In- 
cBEASE  Rates. 

Decided  June  w,  I9'3- 

Increase  in  Rates— Insufficient  Revenue — Elimination  of  Dbcriminatian 
between   Stockholders  and  N  on- Stock  holders. 

This  application  tor  authority  to  substitute  a  rate  of  $6.00  per  telephone 
per  year  to  all  subscribers,  whether  stockholders  or  not,  in  place  of  the 
existing  rates  of  $4.00  and  $6.00  to  stockholders  and  n  on -stock  holders 
respectively,  was  granted,  the  Commission  holding  rhat  the  proposed  change 
would  comply  with  the  provision  of  the  law  prohibiting  discrimination 
between  stockholders  and  n  on -stockholders,  and  that  it  was  improbable 
that  the  applicant  could  meet  ordinary  expenses,  including  a  proper  pro- 
vision   for   depreciation,   out   of   the    revenue   to   be   derived   from   the   new 
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DECISION  AND  ORDER. 

Application  iii  this  matter  van  tiled  with  the  Conimission 
March  22,  1913.  The  applicant  i^  a  telephone  companj  op- 
crating  a  telephone  exchange  in  the  village  of  Osseo  and 
vicinity  and  having  its  principal  office  in  that  village.  Ac- 
cording to  the  application,  the  rates  of  the  applicant  now  in 
effect  are  f4.00  per  year  for  each  telephone  used  by  sub- 
scribers who  are  st(K-kholders,  and  $6.00  per  year  for  each 
telephone  used  by  subscribers  who  are  not  stockholders. 
The  application  points  out  that  the  income  of  the  utility  is 
derived  almost  wholly  from  its  rentals  and  that  the  income 
is  insufficient  to  pay  the  expenses  of  operating  the  telephone 
system,  keepiog  it  in  repair  and  making  provision  for  de- 
terioration. Application  was  made  for  authority  to  charge 
f6.00  per  year  for  each  'phone  whether  or  not  the  subscrilier 
is  a  stockholder.  Hearing  in  this  matter  was  set  for  May 
20,  1913,  at  Madison,  but  no  appearances  were  entereil.  No 
objections  to  the  proposed  increase  have  been  filed  with  the 
Commission,  and  so  far  as  our  information  goes,  there  is  no 
objection  on  the  part  of  the  subscribers. 

It  should  be  pointed  out  that  the  proposed  chaise,  which 
will  place  both  stockholders  and  non-stockholders  upon  the 
same  basis,  is  in  compliance  with  the  provision  of  the  pub- 
lic utility  law  which  prohibits  any  discrimination  in  rates  be- 
tween stockholders  and  non-stQckholders.  A  charge  of  $6.00 
I>er  year  per  telephone  appears  to  be  entirely  reasonable, 
in  fact  it  is  ijuprobable  that  the  company  can  meet  all  the 
expenses  ordinarily  to  be  met  by  a  telephone  utility,  in- 
(eluding  proper  provision  for  the  depreciation  of  its  plant, 
from  the  revenues  to  be  obtained  from  the  charge  of  f6.00 
per  telephone  per  year.  No  analysis  of  the  finances  of  the  ap- 
plicant is  considered  necessary  and  the  application  in  this 
case  will  be  approved. 

The  applicant,  the  Beef  Rirer  Valley  Telephone  Company, 
is  therefore  authorized,  to  charge  subscribers  $6.00  per  tele- 
phone per  annum  without  regard  to  whether  or  not  sub- 
scribers are  stockholders. 

Dated  at  Madison,  Wisconsin,  this  12th  day  of  June,  1913. 


..,  C  jDogle 
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IX  THE  MaTTEH  of  THE  APPUCATION  OP  THE  QbANT  CoUNTT 

Telephone  Company  foe  Authobity  to  Incebase  Rates. 

Decided  June  li,  1913. 

Subatitution  of  Fixed  Rates  in  Place  of  Asseasmenti — Cost  of  Plant- 
Interest  and  Depreciation — Penaltjr  for  Delayed  Payment. 

Upon  application  asking  the  Commission  to  establish  the  rales  to  be 
charged  for  the  applicant's  service,  it  being  the  applicant's  intention  to 
abandon  its  previous  policy  of  raising  revenue  by  assessment,  the  Com- 
mission determined  the  cost  and  annual  expenses  of  the  plant,  computing 
interest  and  d^reciation  at  14  per  cent. 

Held:  That  rates  of  $1.00  per  month  for  rural  .line  telephones  and  $1.25 
per  mraitfi  for  individual  line  business  telephones  will  produce  slightly  more 
than  the  estimated  expenses,  although  the  investment  in  the  plant  and 
equipment,  and,  consequently,  the  amount  needed  for  interest  and  deprecia- 
tion, will  probably  increase  in  the  near  future,  and  the  rates  authoriied 
must,  therefore,  be  regarded  as  merely  tentative. 

The  above  mentioned  rates  were,  accordingly,  authorized  and  a  penalty 
of  fifteen  cents  per  month  for  non-payment  within   thirty  days  was  pro- 

DECI8I0N  AND  ORDER. 

Application  in  this  matter  was  flled  with  the  Commission 
April  18,  1913.  The  applicant  is  a  telephone  utility, 
having  its  principal  place  of  business  in  Livingston,  Wis- 
consin, and  operating  a  telephone  system  in  Grant  and  Iowa 
Counties.  The  application  states  that  the  company  has  no 
fixed  rates  at  the  present  time  and  that  revenues  have  been 
raised  by  assessment.  The  applicant  has  decided  to  abandon 
the  assessment  policy  and  asks  the  CommissioD  to  establish 
rates  for  telephone  service. 

Hearing  in  this  matter  was  held  on  May  20, 1913,  at  Madi- 
son. Mr.  H.  fl.  Livingston,  Secretary  of  the  applicant,  ap- 
peared for  the  utility.  There  were  no  appearances  in  oppo- 
sition. Prom  the  testimony  introduced  at  the  hearing,  it 
appears  that  in  December,  1912,  the  stockholders  of  the  ap- 
plicant decided  to  abandon  the  assessment  policy,  which 
made  the  share  of  stock  the  imit  for  purposes  of  payment,  and 
to  adopt  regularly  scheduled  rates  for  telephone  service,  un- 
der which  the  telephone  should  be  the  unit  for  purposes 
of  payment.  » 

■Editor's  headnote. 
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The  report  of  tlie  utility  for  the  year  ending  June  30, 1912, 
ishows  a  total  of  145  aubscribers,  but  the  testimony  indicates 
that  this  shows  the  uumt>er  of  stockholders  rather  than  of 
subscribers,  and  that  only  about  135  'phones  were  actually 
in  use.  From  the  information  presented  in  the  utility's  re- 
port, it  seems  that  10  of  the  'phones  is  use  were  on  single 
party  business  lines  and  that  about  125  were  on  rural  lines, 
although  a  part  of  these  were  within  the  village  limits. 

The  report  filed  for  the  year  ending  June  30,  1912,  showed 
a  total  operating  expense  of  $1,093.  A  later  report  was  filed 
for  this  same  period  in  connection  with  an  application  of  this 
utility  for  authority  to  issue  stocit,  which  showed  a  total 
operating  expense  of  $1,304.83.  According  to  the  testimony 
introduced  at  the  hearing,  these  amounts  do  not  include  the 
cost  of  any  extensions  of  the  plant.  The  wide  difference 
between  the  expense  reported  in  the  two  reports  indicates 
that  the  reported  expenses  cannot  be  accepted  for  purposes 
of  this  ease  without  being  tested  very  carefully  in  accordance 
with  the  experience  of  other  companies  somewhat  similarly 
situated.  Unfortunately,  the  reports  filed  have  been  so  in- 
complete that  it  is  practically  impossible  to  estimate  expenses 
with  any  degree  of  assurance  as  to  the  accuracy  of  the  results. 
From  such  information  as  we  are  able  to  obtain  with  refer- 
ence to  this  utility,  the  expenses  amounting  to  $1,304.83  ap- 
pear to  be  abnormally  high.  It  is  improbable  that  either 
of  tlie  amounts  reported  as  the  total  of  operating  expenses 
for  the  last  fiscal  year  is  anywhere  nearly  accurate.  But 
expenses  of  |1,093  do  not  appear  to  be  sO  unusual  that  they 
should  be  rejected  for  the  purposes  of  this  case.  The  testi- 
mony indicates  that  all  of  the  telephones  and  very  nearly 
all  of  the  stub  lines  are  owned  by  the  individual  subscribers. 

The  applicant  has  no  satisfactory  record  of  the  cost  of 
its  plant,  but  its  representative  at  the  hearing  estimated  that 
the  cost  of  the  property  owned  by  the  company  was  ap- 
proximately 13,500.  At  first  consideration,  this  amount  ap- 
pears rather  low,  but  the  testimony  indicates  that  the  type 
of  construction  and  character  of  materials  used  were  such 
that  $3,500  is  probably  a  reasonable  estimate  of  the  cost  of 
the  property.     Interest  and  depreciation,  if  computed  at  14 
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per  cent,  of  the  cost  of  the  property,  amounts  to  f490.00  per 
year.  With  operating  expenses  of  (1,093,  the  total  expense 
which  the  utility  must  be  prepared  to  meet  would  be  tl,583, 
or  in  round  numbers,  (1,600  per  year. 

It  was  suggested  by  the  representative  of  the  applicant 
that  a  rate  of  |1  per  'phone  per  month  might  be  a  reasonable 
one.  If  a  utility  owned  all  of  the  equipment  used  in  serv- 
ing the  public  and  auch  equipment  was  of  a  very  high  grade, 
it  is  improbable  that  |1.00  per  'phone  per  month  would  be 
sufficient  to  meet  all  of  the  requirements  in  the  way  of  ex- 
penses, including  depreciation  and  interest.  In  this  caae, 
however,  from  such  facts  as  are  available,  it  appears  that  a 
rate  of  fl.OO  per  'phone  per  month  on  rural  lines  will  prob- 
ably be  sufficient.  For  the  single  party  business  'phones, 
the  rate  should  be  somewhat  higher,  probably  about  (1.25 
per  'phone  per  month.  According  to  the  service  data,  which. 
is  a  part  of  the  record  in  this  case,  it  seems  that  about  10 
subscribers,  as  stated  above,  are  on  single  party  lines  and 
that  about  1^  are  on  rural  lines.  With  rates  of  (1.25  per 
month  for  a  single  party  business  'phone  and  (1.00  per 
month  for  rural  line  'phones,  the  annual  revenues  would 
be  about  (1,650  or  slightly  more  than  the  estimated  ex- 
penses. In  this  case,  however,  it  should  be  noted  that  the 
utility  is  finding  it  necessary  to  rebuild  portions  of  its  plant 
and  that  the  investment  in  the  plant  and  equipment  upon 
which  interest  and  depreciation  should  be  computed  would 
probably  be  somewhat  higher  in  the  near  future  than  the 
amount  used  for  the  purposes  of  this  case. 

Rates  as  authorised  in  this  decision  must  be  regarded  as 
tentative.  The  information  available  is  so  scanty  and  so 
unreliable  that  it  is  an  impossibility  to  fix  rates  at  this  time 
with  any  degree  of  mathematical  accuracy,  but  it  is  believed 
that  until  such  time  as  the  utility  keeps  records  which  will 
show  the  true  condition  of  the  business,  the  rates  authorized 
in  this  decision  are  those  which  should  be  put  into  effect. 
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The  applicant,  the  Grant  County  Telephone  Company,  is 
therefore  authoriaed  to  put  into  effect  the  following  schedule 
.of  rates: 

Single  Party  Business  Service  fl.25  per  'phone  per  month. 

Rural  Service,  including  local  subscrib'ers 
on  farm  lines  $1.00  per  'phone  per  month. 

In  addition  to  the  above  rates,  a  penalty  of  fifteen  cents  per  'phone  per 
month  diall  be  rfiarged  in  all  cases  where  bills  are  not  paid  within  one 
month  from  the  time  they  become  dne. 

Dated  at  Madison,  Wisconsin,  this  12th  day  of  June,  1913. 
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INTERSTATE  COMMERCE  COMMISSION. 

In  the  Matter  of  Telephone  Connection  between  Lines 
OF  The  Chesapeake  and  Potomac  Telephone  Com- 
pany AND  THE  Telephone  System  of  the  Wae  Depaet- 
ment  of  the  united  states  government  at  fobt 
MbtbBj  .Yisginia. 

Docket  No.  5412. 

Dtcided  May  31,  iP'S- 

Vkfaieal  C<HUMCtion  with  Goverameitt  laaei. 

ORDER  OF  DISMISSAL.* 

Upon  conrideration  of  the  record  in  the  above-entitled  pro- 
ceeding* an  application  for  dismissal  of  this  proceeding,  filed 
by  the  Secretary  of  War,  setting  forth  the  fact  that  the  mat 
ters  and  things  involved  herein  have  been  amicably  adjusted 
between  the  parties, 

/(  is  ordered.  That  this  proceeding  be,  and  the  same  is 
hereby,  dismissed. 

/(  w  further  ordered,  That  a  copy  of  this  order  be  s^ved 
upon  each  of  the  parties  to  this  case. 


*The  order  instituting  this  proceeding  is  printed  in  ConuniMion  Lesiflet 
So.  14,  at  p.  125.— Ed. 
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Board  of  RaUway  Conunissioners. 
In  the  Matteb  op  the  Application  op  the  Maeconi  Wibb- 

LBSS   TBLBQEAPH   COMPANY   OP   CANADA,   LiMITBD,   HEBE- 

iNAFTBE  Called  the  "Applicant  Company"  fob  an 
Obdeb  Kequibing  tub  Canadian  Pacific  Railway  Com- 
pany's Telegraph  to  Accept  and  Tbansmit  Tbans  At- 
lantic W1BE1.BSS  Messages  oveb  Its  Land  Lines. 

Pile  No.  10041.42— (.^tder  No.  18811. 

Decided  March  i,  1913. 

Forwarding  of  Trans-Atlantic  Wireless  Messages  by  Land  Lines 

ORDEE. 

Upon  the  hearing  of  tbe  applicatioQ  at  the  sittings  of  the 
Board  held  in  Montreal,  February  27th,  1913,  in  the  pres- 
ence of  counsel  for  the  applicant  company,  and  the  railway 
company,  and  what  was  alleged, 

/(  is  ordered,  That  tbe  railway  company  be,  and  it  is  hereby 
required  to  accept  and  transmit  trans-atlantic  wireless  mes- 
sages over  its  land  lines  connecting  with  the  applicant  (com- 
pany's traiiis-atlantic  duplex  »tations  at  Glaoe  Baj  and 
Louisburg,  Cape  Breton. 
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In  the  Mattee  of  the  Application  of  the  Consul-Gen- 
BBAL  of  Japan  fob  an  Obder  Requiring  Telegraph 
Companies  Bubjextt  to  the  Jurisdiction  of  the  Boabd 
to  Tbansmit  Tblbgeams  in  Plain  Japanese  Language 
(Soman  Letters)  at  Single  Count,  in  the  Bamb  Man- 
ner AND  at  the  Same  Bate  as  They  Transmit  Tele- 
grams IN  French,  German  and  Other  So-Called  Plain 
Languages  Authorized  by  International  Tblegbaph 
Conventions  Relating  Theeeto. 

File  10041.33. 
Decided  March  2S,  '9J3. 

TraiMQiiaBion  of   Domestic  TelegraiDs  in  Japanese  at  Code- Language 

and  Cipher  Counts — Fraudulent  Messages — Japanese  to  be 

Included  in  Official  Vocabulary. 

Upon  application  by  the  Consul- General  of  Japan  for  an  order  requiring 
telegrai^  companies  to  receive  and  transmit  domestic  telegrams  in  plain 
Japanese  language  (Roman  letters)  at  plain- language  count,  it  appeared  that 
plain- langiiage  and  code- language  messages  in  English  could  be  sent  be- 
twecn  points  in  Japan  at  the  plain-language  and  code-language  counts  re- 
spectively. It  further  appeared  that  the  cable  companies  and  land  line 
compuiies  transmitted  international  telegrams  in  Japanese  according  to 
the  plain- language  and  code-language  rules,  and  that,  although  the  Canadian 
land  line  companies  had  formerly  applied  the  same  rules  to  domestic  me'i- 
sages,  t.  e.,  messages  between  different  points  in  Canada  and  between  points  in 
Canada  and  points  in  the  United  States,  they  had  Anally  decided  to  apply  the 
cipher  count  to  all  domestic  messages  in  Japanese,  for  the  reasons  that  fraud 
was  frequently  practised  in  plain -language  and  code-language  messages,  and 
that  telegraph  operators  did  not  generally  understand  Japanese  and,  conse- 
quently, could  not  feadily  detect  such  impositions.  In  this  connection  it  was 
further  objected  by  the  telegraph  companies  that  the  Qfticial  Vocabulary,  or 
dictionary,  used  by  operators  in  deciphering  telegrams,  did  not  include  the 
Japanese  language. 

The  Board  found  that  the  provision  made  by  the  International  Convention 
in  St.  Petersburg  for  dealing  with  cases  of  fraud  in  the  construction  of 
international  telegrams  or  some  other  provision  should  be  adopted  in  the 
case  of  fraudulent  domestic  messages. 

It  wis  further  found  that  telegraph  operators  would  experience  no  greater 
difficulty  in  deciphering  domestic  Japanese  messages  than  in  deciphering  in- 
ternational Japanese  messages  wbich  are  regularly  transmitted  according 
lo  both  the  plain- language  and  code-language  counts,  and  would  find  it  nj 
more  difficult  to  decide  offhand  whether  the  words  in  a  Japanese  telegram 
arc  in  current  usage  than  those  in  a  German,  Hutch  or  Latin  telegram. 

Held:  That  under  the  International  Telegraph  Service  Regulations,  inter- 
national telegrams  in  Japanese  are  entitled  to  the  sam«  trcat^icpt  ,a^  i^^t 
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sages  in  English  and  that  domestic  telegrams  in  Japanese  should  also  be 
received  and  transmitted  by  telegraph  companies  at  the  plain -language  and 
code-language  counts. 

The  Consul- General  agreed,  however,  to  concur  in  an  order  re- 
quiring telegraph  companies  to  receive  and  transmit  both  plain -language  and 
code-language  telegrams  in  Japanese  at  the  code-language  count,  until  a 
sufficiently  comprehensive  dictionary,  including  the  Japanese  language,  should 
have  been  prepared  and  approved,  and  such  an  order  was  made  by  the  Board.* 

JUDGMENT. 

MiLLS^  Commiaaioner: 

In  re  the  application  of  the  Oonsul-General  of  Japan  for  an 
order  requiring  telegraph  companiea  subject  to  the  jurisdic- 
tion of  the  Board,  to  transmit  telegrams  in  plain  Japanese 
language  (Boman  letters)  at  single  count,  in  the  same  manner 
and  at  the  same  rate  as  they  transmit  telegrams  in  French, 
German,  and  the  other  so-called  plain  languages  authorized 
by  international  telegraph  conventions  relating  thereto. 

In  the  year  1875,  a  number  of  empti-es,  kingdoms,  repub- 
lics, states,  confederations,  principalities,  etc, — all  spoken  of 
as  "States" — held  an  International  Telegraph  Convention  in 
St,  Petersburg.  This  convention  agreed  upon  certain  princi- 
ples, which  it  enunciated  in  the  form  of  twenty-one  Articles; 
and,  on  these  articles,  as  a  foundation  for  action,  it  formu- 
lated, in  much  detail,  what  it  considered  necessary  Begula- 
tions  affecting  international  telegraph  service,  referred  to  as 
International  Telegraph  Service  Regulations. 

A  Central  Office  for  the  administration  of  the  service, 
called  the  International  Bureau  of  the  Telegraph  Union,  was 
established  at  Berne,  Switzerland,  and  placed  in  charge  of 
the  Swiss  Confederation. 

The  last  convention  was  held  at  Lisbon,  Portugal,  in  the 
year  190S;  and  the  Regulations  as  modifled-and  extended  at 
that  convention  are  spoken  of  as  International  Telegraph 
Service  Regulations  (Lisbon  Revision,  1908). 

At  the  conclusion  of  the  Lisbon  Convention,  there  were 
fifty  states— High  Contracting  Parties — in  the  Telegraph 
Union,  grouped  in  six  classes,  with  a  view  to  an  equitable  di- 
■  Editor's  head  note. 
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vision  of  tbe  expenses  of  the  service,  each  state  contributing 
in  the  proportion  of  a  certain  number  of  units : 

Ist   class 25  units. 

2nd     "    20       " 

3rd       "    15      " 

4th       "    10       " 

oth       " 5       " 

6th       "    3       " 

I  notice  that  Japan  is  in  the  first  group,  and  pays  the  same 
proportion  as  Great  Britain,  Germany,  France,  and  other 
great  powers. 

In  the  International  Telegraph  Service  Begulations  (Lis- 
bon Revision,  1908),  the  expressions  "plain  language",  "code 
language",  and  "cipher  language"  are  defined  as  follows : 
Plain  \ongMage: 

"Plain  language  is  that  which  offers  an  intelligible  sense  in  one  or 
mare  of  the  languages  authorised  for  international  telegraphic  corre- 
spondenoe."— Reg.  VII,  paragraph  1. 

"Each  administration  notifies  amongst  the  languages  used  in  the  terri- 
tories of  the   State  to  which   it  belongs,   those  which  it   authorizes   for 
employment   in    international    telegraphic    correspondence    in    plain    lan- 
guage.   The  use  of  Latin  is  also  authorized." — Reg.  VII,  paragraph  3. 
Codt  language: 

"Code  language  is  that  which  is  composed  of  words  not  forming 
intelligible  phrases  in  one  or  more  of  the  languages  authorized  for 
telegraphic  correspondence  in  plain  language." — Reg.  VIII,  paragraph  1. 
"The  words,  whether  genuine  or  artificial,  must  be  formed  of  syllables 
capable  of  pronunciation  according  to  the  current  usage  of  one  of  the 
following  languages :  German,  English,  Spanish,  French,  Dutch,  Italian, 
Portuguese,  or  Latin."— Reg.  VIII,  paragraph  2. 

"Words    in    code   language   must    not   be   longer   than    ten   characters 
according  to  the  Morse  alphabet,  the  combinations  ae,  aa,  ao,  oe,  ue, 
being  counted  as  two  letters  each.     The  combination  ch  is  also  counted 
as  two  letters  in  artificial  words." — Reg.  VIII,  paragraph  3, 
Cipher  language: 

■'I.  Cipher  language  is  that  which  is  formed — 

1st  Either  of  Arabic  figures,  of  groups  or  series  of  Arabic 
figures  having  a  secret  meaning,  or  of  lellers.  (excluding 
the  accented  letters  a,  a.  a,  e,  fi,  o,  ii),  groups  or  series  of 
letters  having  a  secret  meaning; 
2nd  Of  words,  names,  expressions,  or  combinations  of  letters, 
not  fulfilling  the  conditions  of  plain  language  (Reg,  VII) 
or  of  code  language  (Reg,  VIII). 
2.  The  mixture,  in  one  group,  of  figures  and  letters  having  a  secret 
s  not  admitted." — Regulation  IX. 
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"The  text  of  telegrams  may  be  in  plain  or  secret  language,  the  latter 
being  sub-divided  into  code  and  cipher  langu^e.  Each  of  these  languages 
may  be  employed  alone  or  conjointly  with  the  oriiers  in  the  same  telegram. 

"All  the  Administrations  admit,  in  all  their  relations,  telegrams  in  plain 
language.  They  may  decline  to  forward  or  to  receive  for  delivery  private 
telegrams  composed  either  wholly  or  in  part  in  secret  language ;  but  they 
must  allow  these  telegrams  to  pass  in  transit,  unless  the  service  be  suspender! 
as  defined  in  Article  8  of  the  St.  Petersburg  Convention."— Reg.  Vll,  para- 
graphs 1  and  2. 
Plain-language  count; 

"In  telegrams  in  which  the  text  is  written  entirely  in  plain  language, 
each  ordinary  word  and  each  authorized  compound  are  counted  re- 
spectively at  the  rate  of  one  word  tor  each  fifteen  characters,  according 
to  the  Morse  alphabet,  plus  one  word  (or  the  excess,  it  any." — Reg.  XIX, 
paragraph  3. 
Code-language  count: 

''In  code  language  the  maximum  length  of  a  word  is  fixed  at   ten 
characters  counted  according  to  the  prescriptions  of  Reg.  VIII,  para- 
graph 3,"  as  above. — Reg.  XIX,  paragraph  4. 
Cipher  count: 

"Groups  of  figures  or  of  letters,  commercial  marks  composed  of 
figures  and  letters,  are  counted  at  the  rale  of  one  word  for  each  five 
figures  or  letters  which  they  contain,  plus  one  word  for  any  excess. 
Each  of  the  combinations  ae,  aa.  ao,  oe.  ue,  and  ch  is  counted  as  two 
letters."— Reg,  XIX,  paragraph  7, 

Teleobams  in  Plain  Language. 

Under  tliese  Regulations,  "all  the  administratiotis  admit, 
in  all  their  relations,  telegrams  in  plain  language",  for  trans- 
mission by  both  land  and  cable  lines,  each  administration  hav- 
ing given  uutioc  as  to  tlie  language  or  languages  "tohich  it  au- 
thorises for  employment  in  international  telegraphic  corre- 
spondence in  plain  language".  Administrations  may  decline 
to  transmit  or  to  receive  for  delivery,  private  telegrams  com- 
posed wholly  or  partly  of  secret  language ;  but  none  of  them 
ever  refuses  to  transmit  or  to  receive  for  delivery,  on  the 
terms  of  plain-language  count,  messages  written  in  any  plain 
language  authorize*!  by  one  of  the  High  Contracting  Parties. 
So,  it  is  manifest  that  Japanese  is  one  of  the  languages 
herein  referred  to  (Regulations  VI  and  VII), — being  in  ex- 
actly the  same  position  as  the  English  language. 

Tei-et.bams  in  Code  Language. 

There  are  certain  restrictions  in  the  case  of  code  telegrams. 
The  decision  of  the  last  Convention — that  held  at  Lisbon  in 
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1908 — was,  that  in  code  language  "the  words,  whether  genu- 
ine or  artificial,  must  be  formed  of  syllables  capable  of  pro- 
nunciation according  to  the  current  usage  of  one  of  the  fol- 
lowing languages:  German,  English,  Spanish,  French, 
Dutch,  Italian,  Portuguese,  or  Latin." — Regulation  VIII. 

Tbe  words,  "whether  genuine  or  artificial",  in  the  preceding 
paragraph,  clearly  siiow  what  the  decision  was, — not  that 
code  telegrams  maj  he  sent  only  of  one  of  the  eight  lan- 
guages named,  but  in  words  of  any  language,  or  no  language, 
provided,  "whether  genuine  or  artificial",  they  are  "formed  of 
syllables  capable  of  pronunciation  according  to  the  current 
usage  of  "one"  of  the  languages  referred  to. 

Therefore,  I  think  there  can  be  no  doubt  that,  in  inter- 
national telegraphic  correspondence,  code  messages  consist- 
ing of  Japanese  words  written  in  Roman  letters  and  "formed 
of  syllables  capable  of  pronunciation  according  to  the  cur- 
rent usage  of  the  English  language,  must  be  transmitted, 
code-language  count,  on  the  same  terms  and  conditions  as 
code  messages  composed  of  English  words. 

Cablb  Comfanibs. 

The  cable  companies  transmit  telegrams  in  the  Japanese 
language,  according  to  the  plain-language  and  code-language 
rules :  our  land  line  companies,  like  other  land  line  companies 
on  both  sides  of  the  Atlantic,  perform  their  part  nf  the  serv- 
ice in  the  transmission  of  international  cable  messages  in 
Japanese,  according  to  the  plain-language  and  code-language 
roles ;  and  they  formerly  applied  the  same  rales  to  ordinary 
inland,  or  domestic,  messages — messages  between  points  in 
Canada  and  from  points  in  Canada  to  points  in  the  United 
States;  but  they  finally  decided  to  apply  the  cipher  count 
(one  word  for  each  five  letters  or  characters,  plus  one  word 
for  any  excess)  to  all  messages  in  Japanese  between  points 
on  this  side  of  the  Atlantic.  This  practice,  it  appears,  is 
generally  followed  in  the  United  States,  also,  although  Mr. 
Newcomb  Carlton,  Vice-President  of  the  Western  Union 
Telegraph  Company,  made  the  following  statement  in  a  let- 
ter dated  June  7, 1912 : 

-- ai'^ 
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■'I  beg  to  say,  on  bdialf  of  the  VVesiern  Union  Telegraph  Company,  that 
there  is  no  objection  to  the  use  of  the  Japanese  language  or  of  any  other 
language  vohich  can  he  expressed  in  Roman  letters  in  telegrams;  but  that 
un  account  of  the  difficulty  with  which  Japanese  words  are  transmitied 
and  their  frequent  excessive  length  as  compared  with  the  English  language, 
on  the  general  use  of  which  our  schedule  of  tariffs  is  predicated, — we  find 
it  necessary  to  count  the  same,  as  many  other  foreign  lai^uages  are  counted, 
M  the  rate  of  five  letters  or  fraction  of  five  letters  to  the  word." 

Allegations  op  Tblbgraph  Companies. 

At  the  hearing  of  this  case,  two  reasons  were  given  for  tfae 
change,  from  both  the  plain-language  count  and  the  code-lan- 
guage count,  to  the  cipher  count  in  the  case  of  domestic,  or 
inland,  messages  in  the  Japanese  language : 

Ist.  That  dishonesty  was  frequently  practiced  in  plain- 
language  messages,  by  comhining  four  or  five  words,  writing 
the  combination  as  one  word,  and  thus  defrauding  the  tele- 
graph companies ;  and  that,  in  code  messages,  the  words  were 
studiously  combined  or  formed  so  as  to  avoid  the  use  of  any 
but  words  of  the  uniform  length  of  ten  letters  (the  maximum 
allowed  hy  code-language  count),  thus  violating  the  spirit 
of  the  rule  and  imposing  on  the  telegraph  companies. 

2ud.  That  operators,  who  generally  understand  only  their 
own  language,  find  great  difficulty  in  deciphering  Japanese 
telegrams,  so  as  to  be  sure  that  none  but  ordinary  words 
and  compounds  authorized  by  the  vurrent  usage  of  the  Jap- 
anese language,  are  used. 

Fraudulent  Telegrams. 

Provision  was  made  hy  the  Internationai  Convention  in  St 
Petersburg  for  dealing  with  cases  of  dishonesty  in  the  con- 
struction of  telegrams  for  iDternational  transmission ;  and  1 
think  a  like  method,  or  some  swifter  and  more  effective  pro- 
cedure, should  be  adopted  in  the  case  of  fraudulent  inland 
messages — messages  between  points  in  Canada  and  from 
points  in  Canada  to  points  in  the  United  States.  Note  the 
following  statemeuts : 

"Combinations  or  alterations  of  words  contrary  to  the  usage  of  the  lan- 
guage are  not  admitted :  the  same  applies  to  combinations  or  alterations 
dissimulated  by  means  of  reversal  of  the  order  of  letters  or  syllables. 

The  counting  of  the  office  of  origin  is  decisive,  both  for  purposes  cf 
transmission  and  of  the  international  accounts.    Nevertheless,  when  a  tete- 

'"   '  ■■■■"■■■  " tS'^ 
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grain  contains  combinations  or  alterations  of  words  of  one  of  the  languages 
of  the  country  of  destination,  or  of  a  language  other  than  those  of  the 
country  of  origin,  contrary  to  the  usage  of  such  language,  the  office  of  destina- 
tion has  the  right  to  recover  from  the  addressee  the  amount  of  charge  not 
collected.  If  this  right  is  exercised,  the  telegram  is  delivered  to  the  addressee 
only  on  payment  of  the  short-charge.  !n  case  of  refusal  to  pay,  a  service 
advice  is  addressed  to  the  office  of  origin.  If  the  sender,  duly  notified  of 
the  reason  for  non-delivery,  agrees  to  pay  the  excess,  a  service  advice  is 
addressed  to  the  delivery  office;  and,  on  receipt  of  this  service  advice,  the 
office  of  destination  delivers  the  telegram. 

When  l4ie  administration  of  origin  discovers,  after  the  charge  has  been 
collected,  that  a  telegram  contains  either  inadmissible  combinations  or  altera- 
tions of  words,  or  expressions  of  words  which,  although  not  fulfilling  the 
conditions  of  plain  or  code  language,  have  been  charged  for  as  belonging  to 
these  langruages.  it  applies  to  these  expressions  or  words,  for  ttie  calculation 
of  the  short-charge  to  be  recovered  from  the  sender,  the  rules  to  which 
they  should  have  been  respectively  subjected.  The  combinations  or  altera- 
tions are  counted  in  accordance  with  the  number  of  words  which  they  would 
contain,  if  they  were  written  in  the  usual  manner. 

The  administration  of  origin  acts  in  the  same  way  When  irregularities 
are  pointed  out  to  it  by  a  transit  administration  or  by  the  administration  of 
destination." — Regulation  XIX,  paragraph  8,  9,  and  10. 

No  doabt  the  ordinary  telegraph  operator  who  underBtands 
only  the  English  language,  would  find  great  difficulty  in  de- 
ciding off-haud  whether  the  words  in  a  Japanese  telegram, 
thongh  written  in  Boman  letters  and  formed  of  syllables  ca- 
pable of  pronunciation  according  to  the  current  usage  of  the 
English  language,  were  all  ordinary  Japanese  words  and  com- 
pounds authorized  by  the  current  usage  of  the  Japanese  lan- 
guage. In  fact  he  could  not  then  and  there  settle  any  such 
question.  No  more  could  he  do  so  in  the  case  of  a  German, 
Dutch,  or  Latin  tel^ram.  He  would  simply  have  to  insist 
on  its  being  plainly  written  in  Roman  letters,  and  transmit 
it,  with  the  understanding  that,  if  it  was  afterwards  found 
to  contain  any  word  or  combination  of  words  not  authorized 
by  the  current  usage  of  the  language  in  question,  the  sender 
would  have  to  pay  the  shortage  in  charge,  and  would  be  liable 
to  prosecution  for  fraud. 

Further,  it  should  be  noticed  that  the  said  operator  would 
have  no  greater  difRcuIty  in  deciphering  domestic  messages, 
say,  messages  from  Ottawa  to  Vancouver,  than  he  has  now 
in  deciphering  transcontinental  cable  messages, — from  Ot- 
tawa to  Tokio,  for  example, — which  are  regularly  transmitted 
according  to  both  plain  language  and  code-language  count 
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OEDEK  NO.  19069. 
Dated  April  i,  igij. 

Upon  the  bearing  of  the  application  at  the  sittings  of  tlie 
Board  held  in  Ottawa,  December  17th,  1912,  in  the  pres- 
ence of  representatives  of  the  Canadian  Pacific  Railway  Com- 
pany's Telegraph,  and  the  Great  North  Western  and  the 
Western  Union  Telegraph  Companies,  and  what  was  alleged 
at  the  hearing, 

/(  is  ordered,  That  all  telegraph  companies  suhject  to  the 
jurisdiction  of  the  Board  he,  and  they  are  liereby,  re(|uired 
and  directed  to  transmit,  and  to  receive  for  delivery,  both 
plain-language  and  code-language  Japanese  telegrams,  at 
code-language  count  {maximum^  ten  letters  fwr  word),  l>e- 
tween  points  In  Canada,  and  on  the  Canadian  portion  of 
the  service  in,  and  in  connection  with,  tiie  tran8missi<m  and 
receipt  of  such  telegrams  to  and  from  inland  points  outside 
of  Canada,  until  such  time  as  a  sufficiently  comprehensive 
dictionary  (including  the  Japanese  language)  is  prepared 
and  approved, — it  being  understood  that  code  words  of  more 
ihan  ten  letters  must  be  counted  and  charged  at  cipher  rate, 
namely,  five  letters  to  the  word,  but  genuine  words  of  more 
than  ten  letters  may  be  used  in  their  ordinary  sense  in  a 
code  message  or  in  a  plain-language  message,  and  in  such 
case,  shall  be  counted  at  the  rate  of  ten  letters  to  a  word; 
plain-IanfTuage  telegrams  to  be  composed  of  plain  Japanese 
words  written  in  Roman  letters  and  autliorised  by  the  current 
usage  of  the  Japanese  language ;  and  code-language  telegrams 
to  be  constructed  of  words,  "whether  genuine  or  artificial'', 
written  in  Roman  letters  and  formed  of  syllables  capable 
of  pronunciation  according  to  the  current  usage  of  the  Eng- 
lish language. 

The  tolls  prescribed  herein  shall  l>e  made  effective  not  later 
than  the  First  day  of  June,  1913. 
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In  the  Mattbb  op  the  Application  of  the  City  of  Hamil- 
ton,. IN  the  Province  of  Ontario,  under  Sections  247 

AND  248  OF  THE  RAILWAY  ACT,  FOE  AN  OEDER  DIRECTING 

THE  Great  North  Western  Telegraph  Company,  th^ 
Canadian  Pacific  Railway  Company's  Telegraph  and 
THE  Bell  Telephone  Company  of  Canada  to  Remove 
Their  Poles,  Wires  and  Cables  from  Portions  of  Cer- 
tain Spbcifibu  Streets  in  the  said  City  of  Hamilton. 

Files  19730,  Pai-t  2;  19723,  19724  and  19725. 

Decided  April  28,  1913. 

Removal  of  Pole  Linea  fram  Streets — Underground  Coaatruction — Rear 
Conatniction. 

Upon  applications  by  the  City  of  Hamilton  to  compel  the  Great  North 
Western  Telegraph  Company,  the  Canadian  Pacific  Railway  Company's 
Telegraph  and  the  Bell  Telephone  Company  to  remova  their  poles  and  wires 
from  specified  streets, 

Held:  That  structurally  and  from  an  engineering  standpoint  there  is  no 
■  ilijictiun  to  placing  the  wires  of  the  Great  North  Western  Telegraph  Com- 
pany underground   in   jointly-used   conduits  supplied   by   the   municipality; 

That  the  Bell  Telephone  Company  should  place  its  wires  underground  on 
the  streets  in  qnestion,  but  since  a  large  proportion  of  its  construction  is 
already  underground,  its  system  of  conduits  should  be  continued  under 
one  management  and  one  ownership; 

That  it  would  be  impracticable,  as  well  as  'extravagant,  to  carry  Hie  in- 
dividual wires  directly  from  the  underground  con^luits  into  the  subscribers 
houses  and  that  the  City  should  secure  easements  for  pole  locations  in  the 
rear,  which  will  provide  a  cheaper  and  much  more  efficient  method  of 
CI  instruction. 

An  order  was  made  accordingly,  providing  tor  the  removal  of  the  pole 
lines  of  the  Great  North  Western  Telegraph  Company  and  of  the  Canadian 
Pacific  Railway  Company's  Telegraph,  when  the  Cily  should  have  furnished 
conduits  for  their  wires,  and  also  for  the  removal  of  the  pole  lines  of  the 
Bell  Telephone  Company,  when  the  City  should  have  provided  sites  in 
alleys  or  back  yards  (or  the  poles  necessary  to  carry  the  individual  wires 
(rom  the  conduits  into  the  subscribers'  houses.  It  was  provided  that  'be 
telephone  company  should  supply  the  conduits  for  its  wires.* 

Oral  Judgment  Delivered  by  The  Cihep  Commissioner 
at  the  Close  op  the  Hearing  : 

I  am  referring  now  to  tlie  applications  made  by  tlie  City  of 
Hamilton  to  compel  tlie  Great  North  Western  Telegraph  Com- 
'Editor*!  headnote. 
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pany,  the  Canadian  Pacific  Railway  Company's  Telegraph, 
and  the  Bell  Telephone  Company  to  take  all  poles  and  wires 
off  specified  streets. 

,  We  have  been  endeavoring  for  a  length  of  time  to  get  some 
proper  data  on  which  to  proceed  in  connection  with  the  distri- 
bution of  coat  in  these  cases.  The  matter  has  been  taken  np, 
not  only  with  the  City,  but  with  others;  and  we  have  been 
endeavoring  to  get  data  from  different  places  in  tlie  United 
States,  and  also  some  information  as  to  what  success  the 
Quebec  Provincial  Commission  has  had  in  formulating  a 
rule  to  be  followed  in  such  cases.  « 

The  case  was  heard  by  Mr.  Commissioner  McLean  and. 
myself  in  November,  if  I  remember  rightly;  and,  while  we 
are  unable  to  deal  properly  with  the  question  of  cost  to-day 
(in  view  of  the  lack  of  this  information,  we  shall  have  to 
take  it  up  probably  from  another  standpoint),  the  applica- 
tions can  be  disposed  of,  in  order  that  the  work  may  go  on, 
now  that  the  winter  is  over. 

The  companies'  objections  as  to  the  feasibility  of  the  work 
and  the  use  of  joint  conduits,  we  do  not  think  are  well  taken. 
The  plans  of  the  City,  as  amended  by  the  Board's  expert, 
the  expert  of  the  Hydro-Electric  Commission  (who  was  as- 
sociated with  the  Board's  expert),  and  the  experts  of  the 
different  companies  considering  the  plans,  seems  to  us  to  be 
sufficient  to  answer  the  purpose,  and  to  answer  it  safely.  So, 
structurally,  and  from  an  engineering  standpoint,  we  find 
that  there  is  no  objection  to  the  wires  of  the  Great  North 
Western  Telegraph  Company  being  placed  underground  in 
conduits  to  be  supplied  by  the  Municipality  as  the  Munici- 
pality desires. 

Tlie  position  of  the  Bell  Telephone  Company  is  different. 
In  our  view,  it  is  better,  not  only  for  the  Bell  Telephone 
Company,  but  also  for  the  Municipality  itself,  that  a  system 
which,  having  regard  to  the  length  of  streets  now  under  con- 
struction— a  large  portion  of  its  works  being  already  under- 
gronnd — should  be  continued  under  one  management  and 
one  ownership,  so  far  as  conduits  are  concerned;  but  the 
Bell  Telephone  Company  will  be  directed  to  carry  its  wires 
underground  in  this  particular  part  of  the  City, — ^with  one 
qualification.  ,,,„ 


Appl.  op  Ciry  of  Hamilton.  '  131 

While  the  Telephone  Company  objected  entirely  to  the  do- 
ing of  the  work,  its  real  objection  was  the  fact  that  the  people 
on  the  street*,  those  to  be  benefited  by  the  removal  of  the 
poles,  would  not  allow  the  Company  to  use'their  back  prem- 
ises in  any  way  for  the  purpose  of  erecting  poles,  so  that  the 
wires  going  to  the  diflferent  subscribers  could  be  properly  and 
economically  carried  to  their  houses  and  places  of  bnsinesB. 
The  result  of  the  labors  of  the  Quebec  Commission  seems  en- 
tirely to  support  the  view  of  the  Company ;  and  I  understand 
that  it  is  also  the  view  of  the  local  authorities  here.  Mr. 
SiftOD's  own  plans  support  the  .view,  that  it  would  be  im- 
practicable as  well  as  extravagant  to  carry  the  individual 
wires  directly  from  the  underground  conduits  into  the  houses 
of  the  consumers.  I  understand  that  Mr.  Sifton,  representing 
the  City,  does  not  propose  to  do  so.    That  is  right,  is  it  not? 

Me.  Siftwn:  Yes. 

The  Chief  Commissionee:  But  he  will  supply  consumers 
from  poles  erected  in  the  rear,  and  that  he  is  now  making 
arrangements  to  get  pole-rights,  in  order  that  he  may  feed  in 
from   the  rear. 

Ma.  Sibton:  Yes. 

The  Chibp  Commissioner:  The  Bell  Telephdne  Company, 
therefore,  will  not  be  required  to  place  underground  the  con- 
nections to  individual  houses  and  stores.  That  will  be  looked 
after  in  the  same  way  that  the  City's  own  work  will  be  looked 
after,  by  poles  erected  in  the  rear,  forming  a  cheaper  and 
much  more  efficient  method  of  construction.  The  City  is 
now  arranging  for  its  own  pole  facilities;  and  it  will  arrange 
for  the  Bell  Telephone  Company.  Where  the  City  is  getting 
its  easements  for  its  poles,  it  can  very  easily  carry  attach- 
ments for  the  Bell  Telephone  Company,  so  that  their  sub- 
scribers may  get  proper  service  from  the  rear.  With  that  qual- 
ification and  upon  that  being  done  by  the  City,  the  Bell  Tele- 
phone Company  will  take  its  poles  and  wires  off  the  streets 
in  question.  Those  streets  have  been  carefully  considered 
by  Mr.  McLean  and  myself.  They  are  probably  some  of  the 
most  important  in  the  City.  They  are  congested;  there  are 
"  entirely  too  many  poles  and  wires  on  them;  and  the  City's 
request  for  the  removal  of  the  poles  is,  we  think,  entirely 
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Each  matter  under  the  Act  will  have  to  be  dealt  with  on  its 
individual  merits,  everything  considered;  and  the  fact  that 
a  municipality  makes  a  request,  and  we  are  granting  it  in 
this  case,  does  not  warrant  the  conclusion  that  poles  are 
10  be  taken  off  all  City  streets. 

On  the  question  of  cost,  we  have  not  be  able  to  get  the 
necessary  data.  It  will,  however,  be  dealt  with  as  soon  as 
possible. 

COMMI8SIONEB  McLban:  I  agree  with  the  disposition  of 
these  applications  as  expressed  in  the  Judgment  of  the  Chief 
Commissioner. 

ORDEB  NO.  19238. 

Dated  May  10,  191$. 

Upon  hearing  the  applications  at  joint  sittings  held  by 
the  Board  and  the  Hydro-Electric  Power  Commission  of 
Ontario,  in  the  Cities  of  Hamilton  and  Toronto  on  the  28th 
day  of  May  and  the  26th  day  of  September,  1912,  and  the 
further  hearing  before  the  Board  in  Toronto  on  the  6th  day 
of  November,  1912,  the  City  of  Hamilton  and  the  Companies 
interested  being  represented  by  Counsel  at  the  hearings,,  the 
evidence  offered,  and  what  was  alleged ;  and  upon  the  report 
and  recommendation  of  the  Electrical  Engineer  of  the  Board, 

/*  is  ordered, 

1.  That  when  the  City  of  Hamilton  has  provided  under- 
ground conduits  in  accordance  with  plans  prepared  by  the 
City  and  approved  by  the  Electrical  Engineer  of  the  Board, 
the  lines  and  wires  of  the  Great  North  Western  Telegraph 
Company  and  the  Canadian  Pacific  Railway  Company's  Tele- 
graph shall  be  placed  and  carried  in  the  said  conduits,  and 
the  said  Companies  shall  remove  their  poles,  wires  and  lines 
from  the  following  portions  of  street,  in  the  said  City  of 
Hamilton,  namely: 

(fl)  The  Great  North  Western  Telegraph  Company — King 
Street  from  Sophia  to  Wentworth  Streets,  Main  Street  from 
McNab  to  St.  Catherine  Streets,  James  Street  from  Main  to 
Stewart  Streets,  Merrick  Street,  from  James  to  York  Streets. 

(6)  The  Canadian  Pacific  Railway  Company's  Telegraph — 
From  portions  of  King  and  James  Streets. 
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2.  That  the  Bell  Telephone  Compauy  of  Canada  be,  aod 
it  is  hereby,  required  and  directed  to  place  and  carry  its 
tines  or  wires  in  underground  conduits,  supplied  by  the  Com- 
pany, on  the  following  portions  of  streets  in  the  said  City, 
namely :  York,  Market,  King,  Main,  Jackson,  Catherine, 
Bowen,  John,  Huglison,  James,  McNab,  and  Bay  Streets, — on 
the  condition  that  the  City  supply  sites,  either  in  lanes  or 
back  yards,  for  poles  to  be  connected  with  the  undergroond 
systems,  and  from  which  poles  may  be  made;  and  iiie  Tele- 
phone Company  shall  take  its  poles,  and  wires  oflf  the  streets 
in  que&tion  at  the  expiration  of  three  months  after  the  nec- 
essary sites  in  lanes  or  back  yards  have  been  supplied. 

3.  That  the  question  of  the  apportionment  of  cost  of  the 
said  work  between  the  parties  in  interest  be,  and  it  is  hereby, 
reserved. 
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NEBRASKA. 

State  Railway  Commission. 

In  the  Matteb  ok  the  Api-liuation  of  the  Lincoln  Tele- 
phone &  Telegraph  Company  I'oe  Pbbmission  to  Con- 
solidate TUB  EXUHANOBS  in  LINCOLN,  AND  ESTABLISIIING 

Temporary  Kates  to  He  Charueii  kor  Besvk'e. 

Application  No.  1C37. 

Decided  June  s6,  19/j. 

Upon  the  application  of  the  Lincoln  Telephone  &  Telegraph  Com- 
pany for  an  increase  in  rates,  following  a  consolidation  of  automatic  and 
manual  plants  in  the  so-called  Lincoln  zone,  the  Commission  found  the 
reproduction  value  of  the  property  devoted  to  the  use  of  the  exchange 
proper  within  the  zone,  after  eliminating  all  duplications  and  loll  prop- 
erly jointly  used,  at  $1,785,907.74,  and  its  depreciated  present  value, 
$1,331,418.73.  After  continued  hearings  and  upon  3  careful  analysis 
of  the  direct  operating  cost  of  the  company,  and  allowing  nine  per 
cent  on  the  reproduction  value  to  cover  current  repairs,  realized  and 
deferred  depreciation,  and  a  seven  per  cent,  return  on  the  depreciated 
present  value  o(  the  property,  a  deficit  of  $7,851.14  is  found  to  exist  and 
a  schedule  of  increased  rates  authorized. 

Reproduction  Value. 

As  a  basis  for  rate  regulation,  where  the  books  do  not  clearly  and 
fully  show  costs,  eliminating  plant  abandoned,  in  the  past,  and  where 
the  present  condition  enables  the  company  to  render  efficient  service, 
the  reproduction  new  value  will  be  adopted,  with  such  modifications  as 
may  seem  just  and  proper  in  each  individual  case  for  basing  rates.  Such 
value  when  found  will  become  the  basis  or  starting  point  for  future 
regulation,  by  adding  thereto  the  additions  and  betterments  and  deduct- 
ing plant  abandoned  or  replaced  thereafter, 

Prcaent  Value. 

As  a  basis  for  reasonable  rate  of  return  on  property  devoted  to  the 
public  use,  the  present  depreciated  value,  modified  as  circumstances  in 
each  instance  may  demand,  will  be  used  and  such  value  will  be  adopted 
for  that  purpose  under  conditions  named,  which  i 
the  reproduction  value  of  property. 
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Overhead  CtaaiYes. 

Where,  as  in  this  ease,  the  units  which  form  the  basis  of  the  valuation 
represent  the  bare  cost  of  material  and  direct  labor  charges  oaljr,  with- 
out supervision,  engineering'  or  contractor's  profits,  an  amount  for 
engineering,  organization,  interest  during  construction  and  contingencies, 
equaling  17.2  per  cent,  of  the  gross  reproduction  value  found,  is  held  to 
be  reasonable  and  well  within  the  average  allowed  by  other  commis- 
sions and  regulating  bodies.  It  is  below  the  percentage  calculated  by 
many  eminent  engineers  on  this  class  of  utility.  Inasmuch  as  the 
percentage  allowed  herein  is  the  result  of  the  calculation  of  different 
percentages  on.  the  component  parts  of  the  plant,  this  cannot  be  con- 
cluded to  be  the  delinite  or  Rxed  percentage  that  will  be  allowed  in  all 
cases,  but  each  case  will  need  separate  investigation  and  the  per  cent, 
will  necessarily  differ  with  the  varying  ratio  of  the  component  parts  of 
the  whole  plant  This  percentage  includes  no  allowance  whatever  for 
cost  of  financing,  contractor's  profit  or  discount  on  sale  of  securities. 

Prancbue  or  Good  Will. 

This  Commission  holds  that  these  values  have  no  place  in  the  con- 
sideratioo  of  cases  of  this  nature,  and  that  the  public  should  not  be  expected 
to  pay  returns  on  values  for  such  considerations  where  actual  costs 
are  not  showit. 

Workiiig  Capital. 

The  Commission  holds  that  in  this  class  of  utility,  considering  the  size 
of  the  plant  and  other  circumstances,  an  allowance,  amounting  to  prac- 
tically five  per  cent,  of  the  reproduction  new  value,  would  be  reasonable, 
although  in  this  case  the  Commission's  allowance  for  this  is  only  to  the 
extent  of  the  stores  and  supplies  on  hand  and  no  consideration  is  given 
to  the  necessary  amount  which  should  be  allowed  for  bills  receivable, 
bank  balances,  etc. 

Going  Concern  Value. 

The  Commission  does  not  in  this  case  allow  going  concern  value,  but 
does  not  mean  to  be  understood  as  refusing  to  recognize  such  values,  par- 
ticularly when  they  can  be  definitely  shown  to  exist. 

Advance  Construction. 

Construction  in  excess  of  immediate  present  needs  of  a  telephone 
property,  where  it  may  he  reasonably  required  to  meet  future  growth  and 
development,  is  recognized  as  proper  and  economical  by  regulating  au- 
thorities throughout  the  country.  The  advance  construction  in  the  prop- 
erty under  consideration  found  to  be  not  excessive  nor  unreasonable. 

Depreciation  and  Uaintenance. 

1  recognizes  that  in  most  of  the  cases  that  have  come 
per  cent,  has  been  allowed  for  depreciation  above  cur- 
,  and  that  under  certain  conditions  this  percentage  is 
reasonable;  however,  it  does  not  definitely  adopt  this  per  cent.,  but.  feel- 
ing that  depreciation  and  maintenance  are  interdependent,  holds  that 
nine  per  cent.,  to  cover  both,  will  be  a  fair  allowance  in  this  case.  \  . 
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Operating  Exp«nges. 

The  calculations  used  for  baling  the  operating  costs  of  the  future  ex- 
clude all  abnormal  conditions  which  it  is  claimed  existed  in  the  past, 
and  also  exclude  liberal  allowance  for  cost  of  toll  operation,  so  that  the 
Commission  feels  thai  the  figures  adopted  express  the  minimum  allow- 
ance  for   direct   operating  charge. 

Rate  of  Return. 

Under  the  circumstances  and  conditions  in  this  case,  the  Commission 
holds  that  an  allowance  of  seven  p 
on  the  depreciated  present  value,  i 

Monthly  Reports. 

The  Commission,  for  the  purpose  of  keeping  fully  advised  of  the 
operation  of  the  plant  under  the  order  herein,  requires  the  company  lo 
submit  monthly  reports,  disclosing  in  full  detail  the  revenue  by  classifica- 
tion, the  cost  of  operation,  maintenance  and  depreciation,  as  well  as  the 
condition  of  the  service. 

AlTEA RANGES : 

The  Lincoln  Telephone  &  Tele^aph  Company,  by  Frank 
H.  Woods,  its  President;  lialleck  F.  Roxe  and  Atlvii  W. 
Field,  attorneys. 

The  City  of  Lincoln,  by  F.  C.  Foster.  City  Attorney. 

The  Village  of  University  Place,  by  L.  E.  Graver,  attorney. 

The  City  of  Haveiock,  by  K.  E.  Hpencer.  City  Attornt^y,  and 
H',  D.  Fisher^  Secretary  of  the  Haveiock  Commercial  Clnb, 

The  Lancaster  ('ounty  Farmers  Club,  by  B.  C.  Luckey. 

The  Village  of  Bethany,  by  R.  R.  Spurrier. 

The  Village  of  Malcolm,  by  /.  D.  Daaenbrock. 

The  Northwest  Lancaster  County  Farmers  Club,  by  J.  D. 
Dasenbrock. 

The  Citizens  and  Telephone  Users  of  Lincoln,  by  W.  At. 
Morning.  IV.  H.  Eiiglavd,  George  A.  Adams.  Fetrus  Peterson. 
and  W.  F.  Kelleij. 

OPINION. 

On  December  16,  1912,  the  Lincoln  Telephone  &  Telegraph 
Company  filed  with  the  Nebraska  State  Railway  Commission 
its  application  for  permission  to  consolidate  the  exchanges  in 
the  Lincoln  district,  and  requested  an  order  establishing 
certain  increased  temporary  rates. 
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The  eugineering  department  liad  previouslj  in  the  courae 
uf  its  duties  made  a  complete  and  careful  investigation, 
W8  of  Julj  1,  1912,  of  the  various  exclianges  proposed  to  be 
consolidated,  and  upon  the  filing  of  the  application  pro- 
ceeded at  once  to  gather  the  further  data  necessary  to  bring 
the  valuations  to  date.  The  accounting  department  began 
at  once  an  investigation  of  the  books  and  accounts  of  the 
company,  beginning  with  its  inception,  and  also  those  of  its 
predecessors,  the  Lincoln  Telephone  Company,  and  the  West- 
em  Telephone  Company,  as  well  as  to  bring  down  to  date 
the  examination  of  the  boohs  of  the  Nebraska  Telephone 
Company,  which  during  the  year  1912  had  been  made  up  to 
December  31,  1911,  this  latter  extension  of  the  examination 
being  particularly  as  to  the  Lincoln  exchange. 

The  examination  of  the  engineering  and  accounting  de- 
partments both  were  further  continued  and  extended  dur- 
ing the  hearings  whieli  were  begun  on  January  3d  and  con- 
tinued from  time  to  time  to  April  25th,  resulting  in  a  full 
and  complete  exposition  of  the  affairs  of  the  plants,  both 
as  to  valnes,  operating  revenues  and  expenses,  cost  of  main- 
tenance and  depreciation,  as  well  as  the  service.  Extensive 
and  minute  details  regarding  all  these  matters  were  brought 
out  in  the  reports  and  exhibits  of  the  Commission's  engineer- 
ing and  accounting  departments,  as  well  as  the  exhibits  of 
the  petitioner,  and  fully  explained  in  the  testimony,  which 
was  voluminous,  and  in  the  taking  of  which  every  party  at 
interest,  as  well  as  the  general  public,  were  given  full  op- 
portunity to  cross-examine  witnesses  and  produce  such  evi- 
dence as  they  might  consider  material  to  the  case.  In  order 
that  the  Commission  and  the  public  might  be  assured  that 
the  investigation  covered  all  essential  elements  necessary 
to  a  correct  solution  on  the  proper  bases,  and  well  considered 
premises,  the  Commission  called  in  outride  talent  of  high 
standing  and  unquestioned  ability,  to  check  and  verify  the 
valuations  and  theories  of  our  engineering  department. 

This  same  valuation  was  subsetiuently  subjected  to  further 
and  more  searching  investigation  by  the  engineers  employed 
by  the  city  of  Lincoln,  who  made  to  a  great  extent  the  valua- 
;ion  both  as  to  reproduction  new  and  depreciated  present 
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value,  iadependently  of  the  other  two  valuations  referred 
to.  During  the  course  of  the  hearings  and  since,  a  far-reach- 
ing investigation  has  been  made  with  regard  to  the  service, 
covering  a  large  volume  of  tests  sufficient  to  satisfy  the  Com- 
mission that  the  result  thereof  gave  a  proper  basis  for  de- 
termining general  averages  and  percentages. 

At  various  times  during  the  hearing  the  controversy  be- 
came quite  acrimonious,  and  the  Commission  .cannot  help 
but  feel  that  the  enmities  apparently  engendered  were 
largely  begotten  of  the  mutual  mistrusts  and  misunderstand- 
ings, on  the  part  of  the  public,  much  of  which  it  was  developed 
was  by  reason  of  the  suspicion  on  the  part  of  some  that 
much  of  the  company's  capitalization  was  fictitious,  and 
that  the  corporation  was  demanding  of  the  public  returns 
on  watered  stock,  and  to  meet  such  demand  was  asking  rates  . 
that  were  unconsciooable. 

It  can  be  no  longer  seriously  doubted  that  with  regulation 
the  widest  and  most  efficient  telephone  service,  as  well  as 
tlie  lowest  rates,  are  possible  only  when  one  operating  com- 
pany has  the  entire  business  of  a  community  or  tenitory. 
It  is  a  waste  of  capital  and  a  disadvantage  to  the  public  to 
have  two  such  corporations  competing  with  each  other  for 
the  telephone  business,  encumbering  the  streets  with  two  sets 
of  poles  and  wire,  forcing  a  large  proportion  of  the  popula- 
tion to  pay  for  both  services  and  the  rest  to  be  satisfied  with 
restricted  service  in  that  they  can  only  reach  the  one  set  of 
subscribers. 

For  a  long  time,  prior  to  the  taking  over  of  the  Nebraska 
Telephone  Company's  plants  in  the  Lincoln  zone  by  the  Lin- 
coln Telephone  &  Telegraph  Company,  the  public  were  dis- 
satisfied by  the  inconveniences  caused  by  the  dual  system, 
as  well  ae  the  consequent  restriction  of  the  service,  and  all 
who  were  forced  to  subscribe  and  pay  for  two  telephones 
were  complaining  of  the  extra  cost  imposed  by  the  necessity 
therefor. 

On  August  22,  1912,  the  city  of  Lincoln,  by  lU  attorney 
on  behalf  of  the  citizens,  made  formal  complaint  and  prayed 
the  Commission  for  an  order  commanding  the  Lincoln  Tele- 
phone &  Telegraph  Company  to  immediately  make  physical 
connection  of  the  two  systems,  to  the  end  that  every,, sni^C 
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scriber  sliould  have  the  full  and  unrestricted  use  of  both 
systems,  aiid  further  prayed  that  uuless  such  order,  if  given, 
were  complied  with  promptly  that  the  company  be  prohib- 
ited from  making  auy  charge  or  collecting  any  rental  from 
subscribers  to  the  manual  system. 

Bealiziog  the  keen  and  widespread  interest  that  was 
awakened  by  the  application,  and  the  well-recognized  fact 
that  not  only  every  business  establishment,  every  office  and 
urofessional  man  and  nearly  every  household,  but  nearly 
overy  individual  citizen  in  the  district,  would  be  affected 
by  the  outcome  of  the  hearing  and  the  decision,  the  Oummis- 
slon  has  supplemented  the  knowledge  heretofore  acquired  in 
investigations,  hearings,  and  discussions,  by  a  careful  cod- 
siderattoD  of  bearings  bad  before  other  Commissions,  a  study 
of  reports  in  similar  investigations  in  other  jurisdictions,  and 
an  extended  comparative  study  of  conditions,  rates,  costs 
and  service  in  other  communities,  seeking  light  on  the  subject 
from  every  available  source,  and  has  endeavored,  so  far  as 
lay  in  its  power,  to  give  full  and  fair  hearing  as  well  as  due 
consideration  to  every  complaint  or  suggestion  that  has  been 
made. 

Valdhs. 

Under  the  law,  the  engineering  department  of  this  Com- 
mission made  a'  full,  painstaking,  and  complete  valuation 
of  all  the  physical  proi>erties  of  the  telephone  companies 
and  their  various  exchanges,  comprising  the  plant  as  con- 
solidated and  under  consideration  in  this  hearing  as  of  July 
1.  1912,  and  since  have,  by  making  further  investigation,  in- 
ventoried all  the  additions  and  betterments  from  July  1, 
1912,  down  to  date.  The  values  for  each  of  the  component 
parts  of  the  Lincoln  zone  prior  to  the  con.solidation  were 
made  up  separately  and  then  assembled,  eliminating  what- 
ever of  plant  or  apparatus  became  useless  by  reason  of  tlie 
consolidation,  except  only  such  part  of  the  conduits,  cables 
and  transmission  lines  and  other  apparatus  which  would 
form  a  reasonable  building  in  advance  of  immediate  needs. 
From  a  careful  study  of  the  various  parts  of  the  plant,  and 
an  actual  estimation  hv'  examination  and  determination  of 
the  age,  the  department  also  ascertained  the  present  depre- 
ciated value  of  the  whole.  '    tS'- 
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In  the  result  of  these  values  the  Comuiissioo  has  the  ut- 
most conhdeuce,  and  this  coufideoce  was  not  shakeu,  but 
rather  strengthened,  by  the  reports  brought  in  on  behalf  of 
the  city,  wlio  caused  a  valuation  to  be  niade  by  an  euiiueut 
engineering  firm,  whose  findings  cuufirined  the  values  sub- 
mitted by  the  Commission's  engineers,  although  arrived  at 
by  different  methods.  The  present  depreciated  value  found 
by  the  city's  engineers  was  somewhat  lower  than  that  de- 
termined to  be  the  proper  value  by  our  own  department, 
but  this  was  by  reason  of  the  fact,  as  disclosed  by  the  testi- 
mony, that  the  city's  engineer  applies  to  the  rarions  compo- 
nent parts  of  the  plant,  a  ratio  of  depreciation  based  ou 
general  averages  met  in  investigations  in  some  of  the  large 
cities  of  the  country,  among  which  was  the  city  of  Chicago, 
and  the  percentage  applied  included  as  one  of  the  strong 
considerations  the  depreciation  resulting  from  obsolescence, 
inadequacy  and  public  regulation,  which  it  is  well  recognized 
is  much  greater  in  large  cities  than  in  smaller  cities,  and  part 
of  which  items  do  not  enter  into  consideration  at  all  in  very 
small  exchanges,  or  in  the  suburban  distribution  system. 

The  Commission  has  adopted  the  depreciated  value  de- 
termined by  its  engineers,  for  the  reasons  that  they  have 
admittedly  made  a  closer  and  more  extended  inspection  of 
the  property,  a  more  tliorough  study  of  actual  ages  of  the 
component  parts,  and  had  a  better  knowledge  of  the  physical 
condition  of  the  property. 

In  order  to  further  assure  itself  of  the  reasonableness  and 
accuracy  of  the  result  obtained  by  its  engineering  department 
the  Commision  called  in  the  chief  telephone  engineer  of  the 
Wisconsin  Commission,  one  of  the  oldest  and  strongest  public 
service  regulating  bodies  in  the  central  states,  whose  opinions 
are  recognized  and  quoted,  and  have  the  respect  of  the  entire 
country.  This  engineer  made  a  careful  and  painstaking  ex- 
amination of  the  entire  valuation  made  by  our  own  engineers, 
checking  in  detail  all  of  the  items  in  the  various  component 
parts  thereof,  checking  the  unit  prices,  and  in  fact  the  whole 
fabric  which  produced  the  result,  and  except  in  that  he  sug- 
gested a  slight  revision  upwards  in  .one  item  and  downwards 
in    another,    which    variations  practically    counterbalanced 
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each  otlier,  he  bad  no  criticisms  to  make  of  tiie  valuation, 
but  aBsured  tbe  Comraiesion,  both  in  consultation  and  on  tlie 
witoeae  stand  during  tlie  bearings,  tliat  the  results  obtained 
by  our  engineering  department  met  with  his  full  approval, 
and  that  they  were  as  nearly  correct  as  it  was  possible  to 
determine. 

It  afterwards  developed  that  there  was  a  mistake  of  con- 
siderable moment  in  the  quantities  subiiiitted  by  the  company 
ID  the  first  schedules  brought  in  by  the  Commission's  en- 
gineers resulting  in  calculations  being  applied  on  under- 
ground conduit  to  tbe  duct,  instead  of  the  trench  feet,  which, 
of  course,  the  engineer  referred  to  could  not  discover  without 
taking  personally  a  measurement,  but  this  was  discovered 
when  the  city's  engineer  went  over  the  inventory,  made  the 
measurements  and  compared  same  with  those  of  our  own 
department.  The  error  was  corrected,  and  there  can  be  no 
suspicion  of  other  errors  of  like  nature,  because  of  the  thor- 
ough cheek  which  finally  resulted  through  the  comparisons 
madCx 

The  taking  of  testimony  developed  considerable  contro- 
versy with  regard  to  the  question  of  general  expense  items 
entering  into  the  values,  and  this  controversy  was  apparently 
founded  on  tbe  suspicion  that  the  amounts  allowed  for  gen- 
eral expense,  or  so-called  overhead  items,  was  excessive.  Tbe 
(Commission  is  convinced  that  the  amount  of  17.2  per  cent,  for 
general  expenditures  allowed  by  our  engineers  is  conserva- 
tive, particularly  in  view  of  the  manner  in  which  they  liave 
built  up  their  unit  cost.  It  is  generally  in  line  with  the  ac- 
cepted percentages  and  theories  of  commissions  and  regu- 
lating bodies  of  other  jurisdictions,  many  of  which  allow  over 
20  per  cent  (or  these  items.  In  the  case  of  tbe  taking  over 
of  the  telephones  of  the  Kingdom  by  tbe  Crown,  the  Com- 
missioners in  Great  Britain  allowed  for  this  item  26  per  cent. 
Various  Commissions,  as  well  as  many  of  the  prominent 
engineers  of  the  country,  apply  the  general  expenses  in  this 
way,  others  include  or  conceal  such  expenditures  in  the  units 
of  costs  thereby  producing  apparently  smaller  percentages 
tor  overhead  expenses,  and  when  so  treated  in  a  valuation 
there  will  be  apparently  no  general  charges  whatever.     In 
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other  cases  part  of  the  general  expenses  are  applied  to  the  unit 
price  and  another  part  is  set  up  as  general  expense,  which 
thus  makes  it  appear  as  tliough  a  lower  ratio  of  general  ex- 
pense had  been  applied  in  the  valuation.  Thus  in  the  case 
t,f  Wisconsin,  which  during  the  hearing  was  quoted  as  allow- 
ing only  12  per  cent,  it  is  found  that  that  Commission  does 
in  fact  allow  as  much  as  15  per  cent,  for  the  so-called  over- 
head items,  and  that  as  much  as  10  per  cent,  in  addition  is 
first  applied  to  the  units,  thus  bringing  the  range  of  alliiw- 
ances,  depending  upon  the  particular  utility  under  consid- 
-  eration,  from  19  to  25  per  cent.  We  quote  from  an  address 
delivered  in  Chicago,  March  24,  1913,  by  Mr.  Commissioner 
Halford  Erickson: 

OVEKHBAD  CIIAEGES. 

"As  to  overhead  expenses,  that  is  also  a  matter,  1  think,  that  is  not  qtiitc 
understood.  The  Wisconsin  Commission  in  the  case  of  small  utilJliL's  allows 
twelve  per  cent.  In  the  case  ot  large  utilities  where  they  have  a  great  deal 
of  difficult  city  work  to  do,  crossing  rivers  and  work  of  that  kind  which 
often  involves  considerable  risk,  we  alluw  iifieen  per  cent.  That,  however, 
is  the  figure  which  is  apparent,  which  is  visible  in  determining  the  uiiit  price 
upon  which  to  compute  the  cost  ot  the  various  elements.  We  nearly  always 
allow  ten  per  cent,  for  contractor's  profit.  That  is  an  element  which  entered 
into  the  cost  as  a  whole  and  is  not  given  separately.  However,  if  that  were 
taken  out  ot  the  unit  prices  where  it  appears,  and  added  to  the  twelve  per 
cent.,  that  figure  would  he  considerably  increased.  It  might  not  add  ten 
per  cent,  to  that  figure,  but  it  probably  would  add  eight  per  cent,  or  seven 
per  cent.,  sometimes  nine  per  cent,,  so  that  the  overhead  expense  used  by 
ub  is  considerably  higher  than  twelve  per  cent.  We  have  explained  that 
or  several  occasions,  but  it  appears  perhaps  that  our  practice  is  not  quite 
imder  stood." 

Book  Value. 

The  CoHuniHsiou  is  of  the  opiijion  that  the  book  values  for 
several  reasons  nee<l  not  be  at  this  time  considt^rcd.  Wliether 
they  are  below  or  above  the  values  found  in  the  inventory 
taken  and  the  valuation  made  by  the  engineers  is  not  es- 
sential for  the  purpose  of  determining  the  reasonableness 
of  the  rates  or  exi>enseB,  nor  is  it  pussible  to  reach  a  reliable 
result  from  the  examination  uf  the  books  which  might  he 
apj>lied  to  the  case  in  hand,  for  various  reasons.  One  of 
the  principal  reasons,  as  was  developed  in  the  testimony,  is 
the  fart  that  the  capitalization  which  would  apply  to  the 
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Lincoln  zone,  as  distinguished  from  the  entire  plant,  is 
not  shown  on  the  books,  and  it  is  impossible  to  segregate 
it,  except  by"  some  arbitrary  percentage  based  upon  ar- 
bitrary considerations.  Such  modes  of  procedure  can- 
not ever  be  definite,  certain  or  satisfactory.  In  the 
second  place,  as  was  developed  in  the  testimony,  the 
plant  is  made  up  of  various  plants,  some  built,  same  ac- 
quired by  the  purchase  of  stock,  and  others  acquired  by  the 
purchase  of  plant,  and  in  these  purchases  the  consideration 
being  at  various  percentages  under  the  actual  values  of  eapi- 
talieation  of  such  acquired  plants.  Under  the  conditions  ob- 
taining in  this  case,  the  Commission  is  convinced  that  tlie 
only  definite  basis  for  reasonable  value  to  be  used  herein 
is  to  be  found  through  the  metliods  followed.  This  principle 
conforms  also  with  the  general  opinion  of  most  rate-making 
bodies  who  have  the  power  to  make  physical  valuations, 
except  only  when  such  valuations  are  not  made  or  are  not 
available.  Inasniuch  as  the  book  values  for  the  reasons  here-  - 
tofore  set  forth  do  not  form  the  basis  of  the  findings  herein, 
it  will  be  unnecessary  to  review  the  testimony  brought  out 
regarding  it 

Going  Concern  Value. 

The  company  contends  that  it  is  entitled  to  earn  a  retnrn 
upon  the  reproduction  new  value  of  its  property,  plus  "iro- 
ing  concern  value,"  defining  it  as  that  value  which  is  pro- 
duced through  the  cost  of  establishing  the  business.  Many 
of  our  regulating  bodies  are  recognizing  and  giving  con- 
sideration to  such  values.  This  Commissi(m,  while  recog- 
nizing that  this  element  may  have  a  proper  place  in  the 
basis  of  values  for  rate-making  under  certain  condition.s, 
which  would  necessarily  vary  with  the  history  of  every  cor- 
poration' coming  before  it,  is  not  yet  prepared  to  accept  it. 
The  increase  in  revenue  prayed  for  by  "the  petitioner  does  not 
require  that  this  need,  at  the  present  time,  be  taken  into 
consideration,  and  the  Commission  will  withhold  its  views 
on  the  subject  until  it  shall  have  "more  fully  analyzed  the 
fundamental  principles  and  various  theories  on  which  such 
values  should  be  based. 
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Feanchisb  OB  Good  Will. 

Contrary  to  the  suspicion  entertained  by  some  of  tii«  public 
coming  before  the  Commission  at  this  hearing,  the  petitioner 
in  this  case  malies  no  claim  for  returns  or  earnings  on  any 
value  whatsoever  that  might  be  interpreted  as  franchise  or 
good  will  value.  This  Commission  i«  of  the  opinion  that 
good  will  or  franchise  values  )iave  no  place  in  the  valuation  of 
a  public  service  corporation  subject  to  regulation,  and  would 
entertain  no  such  claim  if  it  were  made,  except  only  as  to 
legitimate  costs  thereof,  when  such  can  be  shown.  If  a  public 
utility  should  demand  a  return  on  valuation  of  that  nature 
for  which  there  has  been  no  actual  investment,  before  this 
(;;ommis8ion,  it  would  appear  too  much  like  asking  the  pub- 
lic to  pay  in  perpetuity  for  the  privilege  of  making  free  gifts 
to  the  corporation.  The  subject  needs  no  other  comment 
on  our  part  than  to  say  that  it  has  no  consideration  in  this 
hearing,  or  in  the  valuation  used  for  basing  rates  or  rate 
of  return  to  the  company. 

WOEKING   CaI'ITAL. 

No  teh'phtme  business  can  l>e  properly  conducted  without  a 
certain  amount  of  working  capital,  in  the  form  of  cash  in 
banks  and  accounts  receivable,  Tliese  latter  items  will  nec- 
essarily fluctuate  with  the  size  of  the  plant,  with  the  diligence 
observed  in  making  collection,  and  somewhat  with  the  ability 
of  the  people  to  pay  promptly,  as  well  as  the  habits  of  coni- 
niunitieR  in  paying  their  hills.  In  the  meantime  tlie  corpora- 
tion must  pay  the  wages  of  its  employes  promptly,  muBt  also 
pay  promptly  for  stores  and  supplies,  or,  if  it  does  m)t,  must 
pay  interest  thereon,  and  funds  so  employed  or  so  withheld 
from  the  use  of  the  corporation  for  its  legitimate  needs,  must 
necessarily  pay  rate  of  return,  us  well  as  funds  employetl 
in  the  actual  physical  plant  placed  at  the  disposal  of  the 
public. 

From  studies  made  the  Commission  feels  that  an  allowance 
of  about  »1  f)i»,000.00  for  working  capital  together  with  stores 
and  supplies,  for  a  company  of  this  size,  would  seem  reason- 
ably necessary;  such  allowance  would  be  the  equivalent  of 
6  per  cent,  on  the  reproduction  value. 
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The  value  used  by  the  Coramisaion  includes  only  $69,846,72- 
for  stores  aod  supplies,  so  that  the  total  allowance  for 
working  capital  is  approximately  f39,000.0U  short  of  the 
reasonable  allowance  above  indicated. 

Advance  Construction. 

Investigation  of  the  affairs  of  many  of  the  telephone  com- 
panies in  cities  above  20,000  population,  demonstrates  clearly 
that  every  prudently  projected  plant  has  more  or  less  idle 
plant  intended  for  future  development,  and  it  is  necessary, 
in  order  to  be  able  to  efficiently  serve  the  public  and  meet 
promptly  increases  in  the  demands,  that  this  should  be  so. 
There  are,  of  course,  limits  within  which  such  advance  con- 
struction will  be  reasonable,  and  when  it  is  reasonable  there 
can  be  no  question  hut  that  the  corporation  is  entitled  to  con- 
sider it  as  part  of  the  plant  upon  which  it  shall  be  entitled 
to  make  earnings.  A  section  of  the  community  which  decides 
to  take  the  service  of  the  company,  say  to  the  extent  of  eighty 
subscribers,  would  be  very  foolish  to  insist  that  the  company 
should  only  lay  a  cable  of  sufficient  capacity  to  serve  that 
eighty,  and  then  within  a  few  months,  when  ten  or  twenty 
additional  subscribers  appear,  tliat  the  company  should  be 
required  to  practically  do  the  same  work  over  in  laying  the 
further  extensions  for  another  twenty  subscribers.  To  add 
a  cable  of  the  exact  capacity,  would  be  foolishly  taxing  them- 
selves for  extra  costs  which,  when  projecting  plant  beyond  the 
actual  present  needs  within  reason,  will  result  in  much 
lower  costs  on  the  average,  and  tax  the  users  during  the  in- 
terim for  only  a  slight  additional  amount  of  temporarily  idle 
plant. 

The  testimony  develops  that  the  Lincoln  Telephone  & 
Telegraph  Company  and  the  Nebraska  Telephone  Company, 
looking  forward  to  the  ultimate  consolidation  of  the  two 
plants,  by  the  purchase  of  the  one  by  the  other,  were  very  re- 
luctant in  the  last  two  years  prior  to  the  consolidation,  in 
the  matter  of  making  extensions,  and  where  such  were  made 
they  were  made  for  the  minimum  amount  of  SCTvice,  with  the 
refinit  that  just  prior  to  the  consolidation  of  the  two  plants 
this  so-called  idle  plant  was  at  a  very  low  point.    After  the 
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conBOlidation  the  cutting  out  of  a  large  number  of  duplicate 
telephones  uecessarilj  increased  tliis  amount  of  idle  plant, 
as  t»  distribution  and  central  office  equipment,  but  a  careful 
investigation  and  comparison  of  these  Items  leads  the  Com- 
mission to  the  conclusion,  which  is  concurred-  in  by  all  the 
engineers  participating  in  the  valuation,  that  in  the  final 
result  this  advance  eoiistniction  is  not  in  excess  of  reasonable 
expectation  for  immediate  growth,  except  only  as  to  certain 
duplications  of  pole  lines,  which  would  not  be  reasonable 
or  economic  to  keep  in  service,  and  these  are  deducted  from 
tbe  values  found. 

Special  attention  is  called  to  the  fact  that  all  values  for 
old  Nebraska  Telephone  Company's  building,  real  estate,  cen- 
tral ofHce  equipment  and  apparatus  is  completely  eliminated 
in  the  valuation  as  submitted  by  the  engineers,  and  the  value 
finally  adopted  by  the  Commission  includes  only  plant  in 
actual  service,  and  allows  nothing  for  franchise  and  going 
concern  values,  or  the  cost  of  financing.  This  latter  item 
might  properly  be  included  and  upon  a  most  conservative 
basis  could  not  be  estimated  at  less  than  6  per  cent. 

In  view  of  all  these  considerations,  the  Commission  takes 
as  a  basis  of  its  findings  the  valuations  as  found  by  its  en- 
gineering department,  as  disclosed  by  the  exhibits,  oj^  fl,- 
893,586.31  reproduction  new,  and  as  the  present  depreciated 
value,  11,410,411,60.  From  these  values,  however,  the  Com- 
mission conchides  that  it  is  proper  first  to  make  two  de- 
ductions, the  one  being  for  a  proportion  of  the  values  of  lines 
jointly  used  for  exchange  and  toll  purposes,  the  proper  pro- 
portion having  been  determined  by  the  engineers,  and  re- 
sulting in  a  deduction  of  f58,253.9S  from  reproduction  value 
new,  and  |43,014.19  from  depreciated  present  value.  Aside 
from  this  above  jointly  used  property,  no  toll  property  is 
included  in  the  valuations  above  given.  A  further  deduction 
comes  by  reason  of  the  evident  pole  line  duplication  above 
referred  to  in  the  question  of  idle  plant,  which  was  also  the 
subject  of  a  full  and  comprehensive  study  on  the  part  of  the 
engineers,  and  this,  taken  at  the  gross  value  placed  thereon, 
entails  a  further  deduction  from  reproduction  new  value  of 
149,424.59,  and  from  present  depreciated  value  of  $35,978.73, 
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'(■aving  as  a  l>asi8  for  the  findings  in  this  hearing  a  net  re- 
,)po<luftion  new  value  of  11,785,907.74  and  a  present  depre- 
ciated value  of  f  1,331,418.73. 

Tiie  value  claimed  by  the  company,  after  making  read- 
justments and  deductions  ou  consolidation  expenses  for 
ahaiidoned  and  duplicated  property  or  apparatus,  was 
^¥2.175,956.67. 

Comparisons  between  company  values  and  those  adopted 
by  the  Commission  are  as  follows : 

FEK  subscroek's 


Company  claims  $2,175,956.67  $165.69 

Commission  adopted 

Reproduction  new  value  $1,785,907.74  $I35,7S 

Present  depreciated  value  $1,331,418.73  $101.20 

Much  confusion  exists  in  the  minds  of  a  large  part  of  the 
public  with  regard  to  the  purposes  and  the  reasons  for  mak- 
ing physical  valuations  and  applying  the  results  in  a  more 
or  less  modified  degree  in  rate-making  cases.  One  of  the 
principal  objections  frequently  put  forward  is  that  any  physi- 
cal valuation  does  not  necessarily  disclose  the  actual  cost 
to  the  investor  of  the  plant  under  consideration.  This,  of 
course,  it  will  be  conceded  may  be  true  in  some  cases.  An- 
other objection  frequently  made  is  that  such  physical  valu- 
ation almost  invariably  shows  greater  value  than  actual  costs, 
because  it  includes  labor  costs  at  the  present-day  rate,  which 
are  concededly  somewhat  higher  than  they  were  eight  to 
twelve  years  ago.  This  must  also  be  conceded,  although 
it  is  not  so  positive  a  matter  as  the  preceding,  but  it  Is 
noticed  that  in  most  of  the  arguments  put  forward  only  the 
one  side  of  the  problem  is,  as  a  rule,  considered,  and  it  will 
be  found  that  these  advances  are  frequently  overcome,  or  at 
least  met  in  part,  by  reasim  of  the  fact  that  while  higher 
rates  for  labor  may  be  applied,  concurrently,  there  are  also 
applied  lower  nnit  costs  in  many  of  the  component  parts  of 
the  plant  by  rea^n  of  the  fact  that  much  of  the  material 
is  now  cheaper  than  it  was  in  the  same  corresponding  period 
referred  to  in  the  labor  item.  This  is  especially  true  as  re- 
gards cable  and  copper  wire,  which  forms  a  large  per  cent. 
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of  tbe  total  value  of  the  plant  under  consideration. 

The  physical  valuation  made  in  this  state  was  made  in 
strict  accord  with  the  law,  and  tliis  is  so  generally  witli 
physical  valuations  made  in  other  jurisdictions.  This  man- 
ner of  arriving  at  the  present  value  of  properties  as  one  of 
the  principal  factors,  has  also  the  sanction  of  our  federal 
government,  as  instanced  by  the  law  recently  passed.  Con- 
trary to  the  suspicion  entertained  hy  a  large  portion  of  the 
public,  this  is  not  for  the  purpose  of  placing  upon  public 
utilities  excessive  values  or  justifying  high  financing  some- 
times practiced  in  the  past  and  watered  stock  which  may 
have  been  heretofore  issued.  On  the  contrary,  it  is  for 
the  express  purpose,  as  we  interpret  the  laws,  of  eliminating 
so  far  as  possible  any  such  considerations. 

It  is  the  interpretation  of  this  Commission  that  the  reason 
for  adopting  this  plan  of  arrlying  at  present  values  is  be- 
cause in  a  very  large  percentage  of  the  public  utilities,  ap- 
plying especially  to  the  older  companies,  it  is  impossible  to 
reach  the  actual  cost  from  an  examination  of  tbe  books,  for 
various  reasons.  One  of  the  principal  reasons  arises  because 
of  tbe  varying  policies  pursued  by  the  different  corporations 
in  the  matter  of  cbai^ng  additions  and  betterments,  and  in 
the  matter  of  treating  replacement  and  construction  accounts ; 
in  all  of  which  that  have  heretofore  been  examined,  it  has 
developed  that  because  of  the  lack  of  uniform  accounting 
systems  each  corporation  has  set  up  its  own  policies  and  theo- 
ries, which  seldom  conform  to  the  present  accepted  theories 
of  setting  up  these  accounts.  A  further  reason  is  because 
prior  to  regulation  many  of  the  corporations  paid  little  at- 
tention to  the  actual  values  in  the  issues  of  stocks  and  bonds, 
and  in  such  cases  it  would  he  absolutely  impossible  to  trace" 
out  all  the  intermediate  steps  and  manipulations  and  reach 
a  correct  result. 

The  suspicion  held  on  the  part  of  some  that  physical  valu- 
ations will  be  newly  made  at  each  controversy  or  hearing 
that  may  come  up  in  regard  to  any  particular  plant  is  also 
unfounded  under  the  interpretation  placed  upon  the  law 
by  this  Commission,  Practically  concurrent  with  the  enact- 
ment of  the  laws  regarding  the  making  of  physical  valuations 
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in  this  and  otiier  jurisdictions,  as  well  as  by  tte  federal  gor- 
enuuent,  tliere  were  promulgated  accounting  systems,  whicli 
will  make  impossible  any  manipulations  that  may  iiave  been 
practiced  in  the  past,  and  will  set  out  definitely  by  sharp  lines 
of  demarcation  the  differences  between  construction,  better- 
ments, maintenance,  depreciation  and  operating  expenses. 
The  physical  valuation  is,  in  fact,  made  for  the  purpose  of 
reaching  a  definite  starting  point  which  will  be  equitable 
as  between  companies  and  the  public,  and  in  case  any  contro- 
rersies  arise  in  the  future  which  shall  make  it  necessary  to 
know  at  the  time  the  value  of  the  plant,  the  physical  valua- 
tion first  taken  under  the  authority  of  these  laws  will  be 
used  as  the  foundation,  and  never  deviated  from,  it  being 
merely  necessary  to  add  the  definitely  set  up  additions  and 
betterments,  after  deducting  plant  abandoned  or  no  longer 
used  for  the  service  of  the  public,  to  find  the  then  actual 
value  of  the  plant 

The  outstanding  stocks  and  bonds  of  a  corporation  which 
were  issued  prior  to  regulation,  whether  the  same  express  the 
actual  value  of  the  plant,  or  whether  they  are  in  excess,  or 
are  tor  a  less  amount  than  the  real  value,  have  only  collater- 
ally any  effect,  and  are  not  necessarily  taken  into  considera- 
tion in  the  matter  of  making  rates  for  the  future,  and  when 
so  treated  it  will  be  readily  seen  that  any  question  of  over- 
capitalization io  the  past  is  absolutely  elimiuated  and  need 
not  enter  into  ibe  problem. 

Stocks  and  bonds  are  in  fact  not  certificates  which  will 
determine  or  designate  the  rate  that  a  corporation  shall 
charge,  or  that  will  necessarily  determine  the  rate  of  return 
which  tiie  corporation  shall  be  permitted  to  earn,  but  are  in 
fact  merely  certiflcates  designating  the  ratio  of  ownership 
in  the  plant  and  reciting  the  ratio  in  which  the  profite  above 
actual  operating  expenses  may  be  divided  among  the  holders. 

The  bond  itself  as  to  principal  is  merely  a  mortgage  in 
most  cases  and  proclaims-  that  at  a  certain  definitely  fixed 
date  the  corporation  will  pay  back  to  the  holder  thereof  a 
certain  amount,  or  in  case  of  dissolution  that  the  holder  shall 
first  be  reimbursed  in  the  principal  sum  before  any  distri- 
bution is  made  between  holders  of  other  securities.    As  te  the 
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interest,  sucli  a  bond  promises  first  to  the  holder  a  definite 
sum.  at  specified  dates  and  tbat  such  interest  shall  be  paid 
before  an^  dividend  is  deolai-ed  to  the  stockholders,  whose 
claims  are  always  secondary. 

The  certificate  of  preferred  stock,  when  issued,  comes  as 
a  rule  next  to  the  bonds,  and  guarantees  to  its  liulders  that 
if  any  earnings  are  made  above  interest  paid  out  ou  the 
bonds  or  prior  liens,  that  then  such  holder  shall  receive  a 
definite  sum  in  the  form  of  dividends  at  certain  intervals  prior 
to  the  declaration  of  any  dividends  to  the  comiuou  stock- 
holder. Sometimes  this  preferred  stock  recites  tliat  the 
holders  thereof  shall  have  a  preferred  claim  above  coiiiuion 
stockholders  in  case  of  dissolution. 

The  common  stockholder  then  comes  in  with  his  shares, 
and  if  after  paying  all  prior  fixed  charges,  any  net  earnings 
remain,  these  may  be  divided,  among  the  holders  of  common 
stock  In  the  ratio  of  the  nilmber  of  shares  held  by  them,  as 
disclosed  by  the  certificates  issued,  and  in  case  of  dissolution 
they  are  entitled  to  a  division  of  the  balance  of  the  property 
left  after  paying  off  bonds,  sometimes  preferred  stock,  and 
all  other  legitimate  claims,  whether  the  amount  be  equal  to 
the  par  value  of  the  stock  or  whether  it  be  more  or  less.  As 
a  net  result,  the  only  value  that  the  certificate  of  stock  really 
has,  regardless  of  the  amount  written  in,  whether  it  he  f  1.00 
or  $100.00  face  value,  is  nothing  other  than  a  determinatinti 
of  the  ratio  of  ownership  and  the  ratio  in  which  the  holder 
shall  have  a  right  to  net  profits,  if  there  be  any.' 

Depheciation. 

In  this,  as  in  practically  all  of  the  notable  rate  hearings, 
the  question  of  depreciation  has  been  one  regarding  whicli 
much  testimony  was  adduced,  and  is  always  tlie  subject  of 
much  controversy,  not  so  much  as  regards  tlie  question  of 
whether  or  not  there  is  depreciation  or  wlietber  it  should  or 
should  not  l>e  allowed,  but  as  to  the  rate  iiecessary  to  prt>tect 
the  company  against  the  loss  of  its  plant.  The  deprt^ciatioii 
of  a  plant,  though  it  may  not  he  so  apparent,  is  just  as  real 
and  substantial  a  charge  against  revenues  as  the  wages  paid 
to  operat<irs  or  any  other  employee  of  the  company.    For  the 
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public  to  refuse  to  pay,  through  addition  to  the  rates,  a  suffi- 
cient allowance  to  guarantee  the  company  against  seeing  the 
plant,  which  it  places  at  the  disposal  of  the  public,  gradually 
fritter  away  and  become  lost,  is  unconscionable  and  inequi- 
table.   Ho  just  or  fair-minded  person  any  longer  expects  this. 

In  the  various  hearings  had  before  commissions  in  other 
jurisdictions,  engineers  generally  agree  as  to  the  average 
life  of  the  component  parts  of  the  plant,  and  the  amounts 
necessary  to  set  aside  to  cover. the  depreciation.  It  is  found 
that  the  rates  of  depreciation  set  out  will  range  in  different 
localities,  dependent  somewhat  upon  the  class  of  plant,  from 
5  per  cent  to  7  per  cent.,  and  In  some  few  cases  even  more, 
but  the  generally  accepted  ratio  in  the  larger  plants  is  6 
per  cent,  and  this  is  an  allowance  many  of  the  Commissions 
have  agreed  and  are  naing  in  reaching  their  conclusions  in 
telephone  rate  cases.  In  this  case  the  variation  between  the 
findings  of  the  various  engineers  and  the  estimated  require- 
ment, as  set  forth  by  the  company,  ranges  from  6.01  per  cent, 
to  6.54  per  cent,  on  reproduction  value. 

This  charge  agaiiwt  the  revenues  is  intended  to  cover  the 
gradual  wasting  away  of  the  plant  by  wear  and  tear,  which 
is  not  susceptible  of  being  cared  for  through  current  main- 
tenance and  to  cover  loss  by  reason  of  obsolescence,  inade- 
quacy or  public  regulation.  These  last  three  items  are  nec- 
essarily always  more  or  less  a  matter  of  conjecture,  but  the 
experience  of  the  past  has  shown  that  they  are  none  the  less 
real,  and  proper  allowance  therefor  is  absolutely  necessary 
if  justice  shall  be  done  to  the  corporation  serving  the  public. 

The  original  Lincoln  Telephone  Company  never  paid  a 
cent  of  dividends. on  its  common  stock  and  only  |2,951.60 
during  its  whole  existence  on  preferred  stock.  The  Western 
Telephone  Company  never  paid  a  dividend  on  its  common 
stock.  It  is  true  that  the  Lincoln  Telephone  &  Telegraph 
Company,  up  to  the  year  1913,  failed  to  make  true  and  proper 
provision  for  depreciation,  but  this  was  because  of  the  fact 
that  at  no  time  during  the  period  of  its  existence  did  tlie 
company  receive  sufficient  revenues  to  enable  it  to  do  so 
and  still  continue  to  invite  the  necessary  capital  needed  for 
eztenaionB  and  betterments,  and  for  that  reason  it  chose  toi 
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pa;  dividends  on  the  stock  rather  than  to  set  aside  such  a 
depreciation  fund,  as  a  prudently  managed  company  with 
sufficient  revenue  should  always  do. 

It  is  the  opinion  of  this  Commission  that  the  only  safe 
policy  for  the  company  to  pursue,  is  to  set  aside  such  funds 
tor  depreciation  reserve  and  charge  them  against  the  current 
revenues,  as  is  reasonably  demonstrated  to  be  necessary  to 
keep  the  plant  up  to  full  operating  efficiency  and  provide 
for  replacements,  for  extraordinary  or  unforeseen  damage, 
for  obsolescence,  inadequacy  and  public  regulation.  To  do 
this  it  would  appear  that  for  the  present,  in  view  of  the  ex- 
perience of  the  past  and  the  plans  pursued  in  past  operation, 
6  per  cent,  will  not  produce  an  excessive  amount  for  such 
account. 

It  will  also  be  the  policy  of  the  Commission  to  expect 
of  the  corporation  that  it  shall,  so  far  as  possible,  use  the 
depreciation  reserve  funds,  not  needed  for  replacements  in 
the  immediate  future,  in  making  extensions  and  betterments 
of  the  plant.  Such  part  of  the  plant  as  is  represented  by 
the  investment  from  depreciation  reserve  shall  be  permitted 
to  earn  the  same  ratio  of  return  as  the  stockholder's  invest- 
ment, but  neither  such  reserve  fund  nor  the  earnings  there- 
from shall  be  available  as  dividends  to  stockholders,  or  for 
any  other  purposes  than  those  set  out  When  funds  are 
needed,  properly  chargeable  to  the  depreciation  reserve,  tor 
replacements,  which  had  thei*etofore  been  invested  in  exten- 
sions or  plant,  then  such  extensions  must  at  that  time  be 
capitalized  and  the  proceeds  of  the  capitalization  made  avail- 
able for  the  legitimate  purposes  of  the  depreciation  reserve 
fund. 

The  use  of  the  depreciation  reserve  fund  ini  the  manner 
iibove  indicated  will  in  time,  when  the  depreciation  reserve 
fund  may  have  reached  a  fair  proportion,  possibly  permit 
a  reduction  in  the  principal  sum  or  percentage  to  be  set 
aside  annually  for  depreciation  reserve,  and  will  thus  work 
towards  tlie  reduction  of  charge  against  operating  revenues, 
eventually  benefiting  the  public  by  permitting  corresponding 
reduction  in  rates. 

Notwithstanding  the  above  remarks  regarding  depreciation 
whicli  apply  generally,  the  Commission  jis  jip^  gati^fli^in 
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tliis  particular  case  to  apply  specifically  the  percentage  Id- 
dicated,  for  the  reason  that  the  Commission  is  not  convinced 
that  the  amounts  claimed  as  necessary  for  current  main- 
tenance are  in  fact  correct. 

Maintenance. 

The  testimony  developed  that,  from  1909  to  1911,  inclusive, 
the  maintenance  charges,  for  both  the  Lincoln  Telephone 
&  Telegraph  Company  and  the  Nebraska  Telephone  Com- 
pany, and  for  the  year  1912  covering  the  consolidated  plant, 
ran  from  over  five  to  over  seven  per  cent  on  the  book 
value  of  the  plant  This  the  Commission  feels  is  excessive, 
and  is  probably  so  by  reason  of  the  fact  that  the  line  of 
demarcation  drawn  between  charges  against  maintenance  and 
what  should  in  fact  have  been  depreciation  or  replacements 
was  not  clearly  enough  defined  to  determine  definitely  the 
proper  charges  against  this  account 

Many  of  our  Commissions  and  engineers  recognize  the 
theory,  which  was  annonnced  by  this  Commission  several 
years  ago  in  the  Lincoln  Traction  case,  that,  except  under 
certain  conditions,  maintenance  and  depreciation  are  practi- 
cally inseparable  and  always  interdependent.  In  a  plant 
where  current  repairs  are  promptly  and  carefully  made, 
depreciation  will  be  less  than  in  a  plant  where  maintenance 
charges  are  low  and  current  repairs  more  or  less  neglected, 
and  also  if  the  line  of  demarcation  is  not  sharply  drawn, 
many  items  properly  chargeable  to  depreciation  will,  in  the 
handling  of  current  repairs,  naturally  creep  into  the  main- 
tenance accounts. 

The  Commission  therefore  is  inclined  to  think  that  with 
the  adoption  of  the  new  system  of  accounting  promulgated 
by  this  Commission  and  the  Interstate  Commerce  Commis- 
sion, it  will  develop  that  there  is  no  necessity  for  quite  so 
large  a  charge  against  maintenance  account  as  has  been 
made  in  the  past,  part  of  the  items  entering  therein  being 
hereafter  chargeable  to  the  depreciation  account  Pending 
the  actual  demonstration  by  experience,  the  Commission  will 
allow  for  depreciation  and  maintenauce  combined  a  charge 
3f  9  per  cent  per  annum  on  the  reproduction  new  value  as 
found  herein.  ■--  ■■■■■■'-■ --tS'^ 
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It  will,  of  course,  be  understood  that  a  proper  and  ratable 
proportion  of  this  amount  will  be  charged  monthly  to  the 
-  operating  expensea,  and  credited  to  the  depreciation  reserve 
account,  and  that  there  shall  be  charged  against  the  amouut 
so  set  aside  and  charged  again^^t  operating  expenses,  all  main- 
tenance charges  and  replacements,  the  remainder  represent- 
ing the  depreciation  reserve.  If  the  expectation  of  the  Com- 
mission is  realized  and  the  maintenance  charges  are  brought 
down  below  the  experience  of  the  immediate  past,  the  rea- 
sonable demands  of  Uie  company  for  full  depreciation  allow- 
ance will  be  met 

Opbeation. 

A  most  thorough  and  exhaustive  study  of  the  operating 
costs  of  the  Lincoln  Telephone  Company,  beginning  with 
1904;  of  the  Lincoln  Telephone  &  Telegraph  Company  be- 
ginning with  its  organization  from  1909  down  to  1911,  and 
also  of  the  operation  in  tlie  Lincoln  district  of  the  Nebraska 
Telephone  Company,  beginning  with  1899,  was  made  by  the 
accountants  of  the  Commission.  These  examinations  were 
further  supplemented  by  a  careful  and  extended  analysis  of 
the  operation  of  the  two  plants  in  1912  for  the  Lincoln 
zone,  and  a  very  large  part  of  the  testimony  adduced  at  the 
bearing  was  in  relation  to  the  operating  expenses  of  the 
company. 

Paradoxical  as  It  may  seem  to  the  general  public,  who 
have  not  given  tlie  matter  some  study,  the  cost  of  operation 
per  unit  iu  the  telephone  business  increases  with  the  ex- 
tension of  the  plant.  This  is  thoroughly  demonstrated  by 
careful  examinations  made  in  a  large  number  of  instances,  and 
has  for  many  years  been  accepted  as  ti-ue  by  all  regulating 
iHMlies  in  the  country.  It  is  a  source  of  considerable  irrita- 
iion  to  one  who  lias  not  given  the  matter  study,  to  be  told 
tliis  is  so,  when  his  peneral  knowledge  of  business  affairs 
jeads  him  to  the  cimciusifm  that  with  the  increased  bulk  of 
business  ttie  cost  per  unit  recofles,  but  the  people  generally 
do  not  know  of  the  added  complications  wliioh  arise,  and  the 
extra  labor  which  is  needed  to  give  service  in  a  telephone 
plant  serving  15,000  Hul»*criber8  as  against  say  3,000. 

...... ......Ctooglc 
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A  teleplioiie  plant  of  1,000  subscribers  is  a  comparatively 
.simple  business  to  operate,  but  when  this  increases  to  an 
exchange  of  5,000  subscribers,  complications  will  have  arisen, 
which  will  add  much  to  the  unit  cost  of  operation,  and  it 
must  not  be  forgotten  that  the  increase  in  service  is  not  in 
the  direct  ratio  of  the  number  of  subscribers  added  to  the 
first  exchange,  but  rather  more  in  the  line  of  geometric  pro- 
gression, that  is  to  say  that  in  a  telephone  plant  of  5,000 
subscribers  the  probable  conversation  going  over  the  lines 
is  not  merely  five  times  as  much  as  in  a  plant  of  1,000  sub- 
scribers, but  is  very  much  greater  than  the  mere  ratio  of 
Dumber  of  'phones. 

In  a  number  of  consolidations  that  have  been  made  be- 
tween competing  plants  in  various  cities  of  the  country  in 
the  past  few  years  where  careful  tests  have  been  made  of 
the  added  load  on  the  operation,  by  reason  of  such  consolida- 
tion, it  has  been  found  that  where  prior  to  the  consolidation 
the  conversation  per  telephone  in  each  of  the  plants  aver- 
aged about  seven  or  eight,  that  immediately  after  the  con- 
solidation, when  it  became  possible  for  the  subscribers  of 
each  separate  plant  then  to  reach  all  the  subscribers  of  both 
plants,  the  conversations  per  telephone  installed,  in  fact 
increased  to  about  eleven  or  twelve,  or  30  to  50  per  cent 
added  load  on  the  service,  aad  no  one  wilt  contend  that 
such  an  added  service  can  be  performed  without  added  costs. 
The  tests  made  in  Lincoln  demonstrate  that  the  average  call- 
ing rate  increased  32.2  per  cent.  While  recognizing  these 
conditions  this  Commission  does  not  think  that  they  arc  en- 
titled to  the  great  weight  or  stress  generally  given  them  by 
the  telephone  companies,  but  rather  that  the  principal  rea- 
son for  added  c<»ts  in  the  larger  exchange,  lies  in  the  fact 
that  as  the  exchange  is  extendeil,  the  average  investment  be- 
comes much  greater.  Conse<]uent  upon  this  the  requirements, 
for  depreciation,  maintenance  and  returns  on  investment  are 
increased. 

The  amount  necessary  to  cover  these  costs  are  in  excess 

of  75  per  cent,  of  the  gross  revenue,  leaving  less  than  25 

per  cent,  for  direct  operating  expenses.     This  demonstrates 

clearly  that  where  th<'  increase  is  neede<I  it  is  not  so  much  by 
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reaaoD  of  added  operatiug  costs  but  75  or  80  per  cent,  of  the 
increase  is  because  of  added  burden  for  iuvestmeut,  maiu- 
teuauce,  depreciation  and  taxes. 

Taking  ttie  Nebraska  Telephone  Company's  experience  in 
Lincoln,  we  find  that  for  the  seven  years,  beginning  with 
1905  and  ending  with  1911,  the  average  cost  per  subscriber's 
station,  eliminating  the  toll  expense  estimated  at  the  full 
credit  given  to  the  exchange  of  ^5  per  cent  of  the  gross,  plus 
an  added  20  per  cent  estimated  excess  cost  of  toll  operation 
over  credit,  the  direct  operating  expenses  averaged  |12.1U 
per  station  per  annum.  This  included  general  expenses  and 
taxes.  In  addition  thereto  the  maintenance  expense  aver- 
aged (9.19  per  subscriber's  station  per  annum,  making  a 
total  average  cost  per  subscriber's  station  per  annum  of 
(21.35.  As  against  this  the  average  revenue  was  (20.88, 
leaving  a  net  loss  during  this  entire  period  from  the  operation 
of  the  plant.  This,  it  will  be  readily  understood,  was  brought 
about  by  reason  of  competition,  as  is  clearly  shown  in  mak- 
ing comparisons  of  rates  prior  to  the  establishment  of  the 
Lincoln  Telephone  Company,  and  after. 

In  the  year  1904,  just  before  tha  Lincoln  Telephone  Com- 
pany began  business,  and  for  some  time  prior  thereto,  the 
average  exchange  revenue  per  subscriber's  station  witli  the 
Nebraska  Telephone  Company  was  (30.00  per  annum,  and 
this  on  a  small  exchange,  it  having  reached  at  tlie  end  of 
1904  only  2,977  subscribers.  Growing  from  the  number  u> 
5,681  at  the  end  of  1911,  so  that  instead  of  increasing  the 
rates  with  the  increase  of  the  size  of  the  plant,  as  is  tlie 
geuerally  accepted  theory  that  it  ought  to  do,  they  in  fact 
cut  the  gross  revenues  by  one-third,  and  the  losses  incurrwl 
were  to  the  extent  of  the  full  amount  of  dividends  that  the 
plant  should  have  earned  during  that  period,  plus  depre- 
ciation reserve,  which  should  have  been  set  up  during  all  the 
time,  except  only  for  realized  depreciation  which  was  chained 
in  the  maintenance  account  in  the  first  four  years  of  the 
period  under  consideration. 

It  was  fonud  that  the  Lincoln  Telephone  Company,  dur- 
ing its  existence  and  up  to  the  period  when  it  was  taken  over 
by  the  Lincoln  Telephone  &  Telegraph  Company,  expended 
for  operation  of  the  plant,  as  is  shown  by  the  exhibits  Qf  J^h? 
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accountants,  |11.61  per  subscriber's  station.  Beginning 
with  about  3,000  'phones  in  1904,  it  liad  installed  at  the  end 
of  1908  5,870  'phones,  and  the  operating  expenses  would  ap- 
pear to  be  very  low  for  the  period,  considering  tlie  number 
of  'phones  installed,  but  it  developed  at  the  hearing  that  some 
of  the  charges  which  should  have  been  in  fact  cliarged  to 
operating  expenses  and  maintenance,  were  charged  in  addi- 
tions and  betterments,  so  that  it  did  not  show  the  true  operat- 
ing costs,  and  it  was  conceded  that  if  it  were  possible  to  make 
a  readjustment  of  all  the  charges,  the  operating  expenses 
would  show  much  in  excess  of  this  amount 

After  the  taking  over  of  the  plants  by  the  Lincoln  Tele- 
phone &  Telegraph  Company  a  more  modern  and  definite 
system  of  accounting  was  adopted  by  them,  and  the  operat- 
ing expenses  shown  by  the  books  for  1909,  1910  and  1911 
more  nearly  show  the  actual  and  normal  expense  of  opera- 
tion, wbicb,  as  a  result  of  the  investigation  show  |14.84  per 
subscriber's  station  per  annum.  It  was  developed  at  the 
hearing  that  the  charges  for  removals  and  changes  were  not 
included  in  these  operating  expenses,  averaging  f2.20  [kt 
subscriber's  station  per  annum,  so  that  taking  into  considera- 
tion this  omission,  it  would  show  expense  of  $17.04  per  an- 
num. During  that  same  period  of  three  years,  the  operat- 
ing expenses  of  the  Nebraska  Telephone  Company  were 
120.85  per  annum.  In  botb  of  these  last  calculations  there 
is  included  the  operating  expenses,  but  not  the  maintenance 
c(»st  of  the  toll  plant,  which,  if  considered,  would  reduce 
the  operating  expenses  of  the  Lincoln  Telephone  &  Telegraph 
Company  for  the  three  years  named  to  fl5.42  per  subscrib- 
er's station,  and  the  Nebraska  Telephone  Company  to  $18.79 
per  subscriber's  station. 

It  must  be  conceded,  of  course,  that  comparisons  as  be- 
tween a  strictly  manual  plant  and  another  that  is  strictly 
automatic,  is  of  little  avail  in  the  case  under  consideration, 
and  that  there  is  little  about  the  operation  of  the  two  plants 
which  is  comparable,  and  we  must  take  conditions  as  they 
now  are,  rather  than  prognosticate  upon  a  combination  of  the 
two  in  the  past.  The  Nebraska  Telephone  Company's  plant 
wan  taken  over  by  the  Lincoln  Telephone  &  Telegraph  Cora- 
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puny  in  Feliniary,  1912,  and  tlie  coiiiiMiny  bcfjim  inniit'diately 
to  make  its  arrangvmonts  for  brin^rin^  about  a  physical  con- 
nection of  the  two  plants,  in  rlie  mcanliiiio  rnnniiij;  tiic 
two  plants  seimrately,  and  in  Hie  latter  part  of  tlie  year, 
beginning  the  actnal  consolidation,  wliidi  was  nut  finally 
completed  until  abont  February  of  this  year. 

The  expenses  were  analyzed  in  deluil,  and  were  the  subjei-t 
of  searching  and  close  examinations  in  the  hearing,  and 
while  there  may  seem  to  l»e  some  opjiortuiiity  f(»r  slight  reiiur- 
tious  in  part  of  the  operating  (.'Xjiensps  of  the  company  wiicn 
all  the  confusion  of  working  the  two  plants  together,  of  c(»n- 
solidation.  and  ti-ouldes  attendant  ujhiii  tliein,  shall  have  l>ecn 
eliminated,  yet  the  expenses  examined  since  the  date  of  the 
actual  physical  consolidation  do  not  indicate  tiiat  there  is 
opportunity  for  any  immediate  reduction.  In  fact,  the  com- 
pany, through  their  witnesses  for  each  operating  departiiK'iit. 
strenuously  contended  that  the  oj>erating  exi>enses  would 
rather  increase  than  decrease. 

As  heretofore  stated,  the  Commission  is  not  satisfied  witli 
regard  to  the  maintenance  expense,  and  anti(ripates  that 
some  considerable  saving  might  be  effected  therein,  but  as  tu 
the  general  expenses,  the  taxes  and  direct  operation  costs, 
the  Commission,  after  a  careful  study  and  analysis  of  the 
exhibits,  is  inclined  to  think  that  estimating  the  ojK'rating 
expenses  for  the  future  on  the  basis  of  1012.  which  is  borne 
out  by  the  costs  for  the  first  four  montlis  of.  1!H3.  ^10.44 
will  be  a  reasonable  amount  to  start  with  as  a  basis  of  o]>- 
erating  expenses  including  toll  operation,  and  therefore 
adopts  that  figure. 

Considerable  testimony  was  brought  out  by  some  of  the 
representatives  of  the  public,  with  regard  to  the  supposed 
increase  in  general  expemaes.  particularly  becanse  of  the  ad- 
vance in  the  salary  of  the  president  from  $3,600.(10  to  $10.- 
000.00  per  annnm,  and  increases  of  from  ¥500.00  to  ¥2.000.00 
per  annum  in  the  salaries  of  snme  of  the  principal  heads 
of  departments.  There  ts  no  foundation  for  the  criticism, 
and  the  unit  cost,  in  fact,  as  is  clearly  demonstrated,  is  de- 
creased and  not  increa.ied.  This  is  easily  explained  when 
consideration  is  given  to  the  fact  that  in  1911,  prior  to  the 
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consolidation,  tlie  president's  salary  of  f3,fi00.0(>  was  biiriu> 
by  8,941  subscribers,  which  made  practically  a  charge  of  4() 
cents  per  subscriber's  station  per  anmiin.  In  1912  there 
were  taken  over  by  purchase  over  34,000  subscribers,  so  that 
the  salary  of  flO.OOO.OO  was  then  distributed  over  this  larger 
number,  and  the  unit  cost  became  practically  23  cents  per 
subscriber's  station  per  annum,  making  a  saving  in  this  item 
of  17  cents  per  subscriber's  station  per  annum,  instead  of  an 
increase.  The  same  argument  will  apply  to  the  other  ad- 
vances in  salaries  which  were  criticised  at  the  hearing. 

There  was  no  evidence  adduced  which  would,  in  any  way, 
indicate  that  it  would  he  possible  to  further  reduce  the  operat- 
ing expenses,  but,  on  the  contrary,  a  more  careful  analysis 
of  the  exhibits  and  the  testimony  convinces  the  Commission 
that,  for  the  present  at  least,  the  costs  above  named  for  direct 
operation,  taxes,  and  general  expenses,  must  stand  as  a 
reasonable  estimate  of  the  cost. 

Rate  of  Return. 

So  element  of  rate  regulation  has  caused  mcire  discussion 
or  controversy  than  that  of  rate  of  return,  and  the  opinions 
of  the  past  vary  from  the  statement,  that  any  earnings  above 
mere  operating  expenses  up  to  10  per  cent.,  constitute  a  fair 
rate  of  return  on  fair  value.  The  controversy  is  endless, 
and  the  Commission  will  not  endeavor  to  give  here  it's  full 
views  with  regard  to  proper  rate  of  return.  The  Commission 
is  not  satisfied  to  agree  with  some  decisions  that  have  come 
to  its  notice,  to  the  effect  that  any  earning  is  not  confisca- 
tion. An  investor  has  a  right  to  expect  not  merely  that  his 
investment  shall  remain  intact  and  not  be  gradually  eaten 
away  by  losses  or  depreciation,  but  he  has  also  a  right,  which 
we  think  cannot  be  disputed,  to  an  earning  which  is  a  rea- 
sonable interest  on  the  investment.  We  are  not  prepared  to 
determine  npon  the  rate  which  shall  irrevocably  bind  the 
Commission  as  a  fixed  percentum  that  shall  in  all  cases  be 
demanded  as  of  right,  because  of  such  decision,  but  will 
leave  it  open  to  determine  in  each  particular  case  as  to  what 
may  be  the  reasonable  earnings  to  which  the  corporation  is 
entitled. 
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It  must  always  be  borne  in  mind  that  different  classes  of 
utilities  must  earn  different  rates  of  return,  in  order  to  be 
able  to  finance  their  needs  and  meet  the  reasonable  demands 
of  the  public  for  extensions  and  enlargements  of  plant.  This 
can  never  be  done  except  at  a  sacrifice,  if  the  returns  allowed 
by  the  regulating  body  are"  too  low  to  satisfy  the  investing 
public.  But  the  rates  need  not  always  be  the  same.  That 
is,  for  some  classes  of  securities,  which  are  first  liens  on 
property,  and.  practically  a  guarantee  that  the  principal  as 
well  as  tbe  interest  will  be  faithfully  and  promptly  paid, 
5  per  cent,  may  be  ample.  In  others,  where  there  is  some 
slight  risk,  6  per  cent  would  hardly  be  adequate,  and  for  tlic 
stockholder  who  gives  a  first  lien  on  his  property  througii 
bonds  and  takes  all  the  chances  of  the  various  vicissitudes 
through  which  a  new  corporation  is  often  obliged  to  pass 
before  reaching  a  steady  dividend  paying  period,  this  Com- 
mission is  of  the  opinion  that  6  per  cent  ought  to  be  the  mini- 
mum at  which  rate  a  corporation  can  hope  to  invite  sub- 
scribers to  buy  stock  with  a  fair  expectation  of  having  its 
hopes  realized  and  being  able  to  finance  its  needs.  Nor  do 
we  mean  to  be  understood  in  this  as  saying  that  6  per  cent, 
is  all  that  will  be  allowed  in  such  cases.  There  are  reasons 
why,  even  in  the  same  class  of  corporations,  there  will  be 
fiuctuations  and  differences  dependent  largely  upon  the  con- 
ditions, the  location,  Ihe  class  of  people  served,  efficiency  of 
management,  and  other  considerations  too  numerous  to  men- 
(ion,  all  of  which  have  more  or  less  bearing  on  the  net  earn- 
ings of  any  public  utility. 

In  at  least  five  of  the  notable  telephone  cases  brought 
before  eastern  Commissions  in  the  past  two  years,  8  per  cent, 
has  been  designated  as  a  reasonable  rate  of  return  on  the 
value  found  by  the  Commissions,  and  these  decisions  are 
entitled  to  the  respect  of  the  entire  country;  so  that  if  cor- 
porations of  this  kind  in  the  East  are  allowed  to  earn  8  per 
cent,  where  money,  as  a  rule,  brings  less  interest  than  it  does 
out  West,  and  where  capital  is  more  easily  secured  at  lower 
rates  than  in  this  section  of  the  country,  this  Commission 
can  hardly  demand  that  the  investing  public  shall  be  held  to 
lower  rates,  or  expected  to  serve  tbe  public  with  le»  c«m- 
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pensation.  In  New  Jersey,  New  York,  Maryland,  and  other 
states,  Commissiona  have  agreed  in  cases  of  this  kind  that 
tfie  earning  of  8  per  cent,  on  the  value  of  the  property  used 
in  serriug  the  public  ia  not  esceesive.  The  Commission  of 
Canada  lately,  in  an  important  case,  determined  that  rates 
would  not  he  disturbed  or  lowered,  notwithstanding  that  the 
company  was  earning  8.28  per  cent 

But,  as  was  well  said  by  the  New  York  Public  Service  Com- 
mission for  the  Second  District  in  a  very  recent  decision :" 

"The  truth  is,  no  one  can  tell  what  return  a  given  rate  will  produce  either 
in  the  aggregate  or  as  a  percentage  upon  some  other  sum.  The  returns 
can  only  h«  ascertained  by  experience.  *  All  that  can  be  determined,  in  such 
a  case  as  this,  is  that  the  rate  is  not  confiscatory ;  that  is  to  say,  it  will 
return  at  least  6  per  cent,  upon  the  ascertained  fair  value  of  the  property 
used  in  the  public  service.  There  is  no  such  thing  as  keeping  the  return- 
however,  at  .6  per  cent.  The  conditions  will  vary  from  year  to  year 
Operating  expenses  will  vary ;  gross  earnings  will  vary ;  and  in  a  town 
which  is  nut  thoroughly  developed,  as  Buffalo  is  not,  a  rate  should  be  so 
lixed  as  to  increase  the  return  to  the  company  by  increasing  its  revenues 
above  the  limit  fixed  withdut  a  proportional  increase  in  expenses." 

Id  like  manner  this  Commission  does  not  care  at  this  time 
to  bind  itself  to  either  6,  or  7,  or  8  per  cent,  and  promul- 
gate any  of  them  as  a  fixed  rate  of  return,  which  will  be  fair 
in  all  cases.  Nor  for  the  purposes  of  this  case  is  it  necessary 
to  reach  a  final  decision  that  8  per  cent,  is  necessary,  or  right. 
It  does,  however,  feel  that  to  calculate  tlie  rate  of  return  at 
7  per  cent  on  the  present  depreciated  value  of  the  plant, 
will  not  be  unfair  to  the  public. 

Having  in  mind  the  opinions  expressed  above,  the  calcula- 
tion made  on  the  basis  of  the  present  rate  would  show  the 
following  sitaation: 

VALUES 

KEPRODUCTION      PRESENT   UEPRE- 
NEW  VALUE  CIATID   VALUE 

In  accordance  with  report  of  the  Commission's 

Engineering  Department                                        $1,893,586.31  $1,410,411.60 

Less  toll  proportion  of  jointly  used  property    58,253.98  43,014,19 

Leu  pole-line  duplication  in  plant                        49.424.59  35,978.73 


Net  Values  $1,785,907.74         $1,331,418.78 

'Fukrmann  vs.  Buffalo  General  Electric  Company,  printed  in  Commission 
L,caflet  No.  18,  at  page  10«.— Ed 
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present  exchange  revenue 

Applying    present    rales    to    subscriber's    stations    in    service 

April  30 $286.389i» 

CHARGES  AGAINST  REVENUE 
Operating  and  general  expense,  including  taxes,  but  excluding 

cost  of  toll  operation $104.309 12 

Maintenance  and  depreciation,  9  per  cent,  on  reproduction  value.       160,731.70 
Returns  on  property,  7  per  cent  on  present  depreciated  value.        93,199.32 

TOTAL ^ $3582*)  14 

Estimated  Deficit  ' $  71,851.14 

Feeling  sure  of  our  premises,  in  the  opinions  expressed 
above,  it  is  evident  that  this  situation  needs  correction,  and 
that  to  demand  of  the  company  that  the;  shall  continue 
to  serve  the  public  at  the  present  rates,  without  relief,  would, 
in  a  very  short  time,  inevitably  waste  away  the  stockholders' 
equities  and  force  the  company  into  bankruptcy.  There  can 
be  no  doubt  but  tliat  relief  is  needed,  nor  can  their  be  much 
question  as  to  the  amount.  The  only  qjiestion  which  remains 
is  the  manner  in  which  this  deficiency  shall  be  met,  and  how  it 
should  he  distributed  among  the  various  classes  of  patrons. 

Bates. 

From  a  careful  study  of  the  telephone  situation,  both  here 
and  elsewhere,  that  has  been  extensively  gone  into,  this  Com- 
mission is  convinced  that  the  present  generally  accepted  basis 
of  rates  and  classifications  contains  many  inequalities,  in- 
consistencies and  discriminations,  but  the  problem  is  a  se- 
rious one  and  the  companies  and  regulating  bodies  are  not 
yet  prepared,  excepting  in  a  few  of  the  very  largest  places 
in  the  country,  to  establish  rates  that  will  more  equitably 
distribute  between  the  different  classes  of  users  of  the  tele- 
phone the  necessary  revenue  to  cover  operating  expenses 
and  produce  a  reasonable  return  on  the  investment. 

This  Commission  is  inclined  to  agree  with  a  number  of 
other  commissions  who  have  lately  determined  that  the  only 
truly  equitable  basis  for  making  rates  would  be  the  measure 
of  the  service;  that  is  to  say,  that  each  subscriber  should 
pay  first  a  fixed  or  readiness-to-serve  charge,  which  would 
cover  the  cost  of  maintenance,  depreciation  and  taxes  as  well 
as  a  return  to  the  investor  on  the  amount  of  plant  placed  at 
'He  subscriber's  disposal,  and  in  addition  thereto  a  measured 
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rate  which  will  cover  the  direct  operating  expenses  incurred  in 
rendering  the  service  needed.  Such  a  scheme  of  rates  could 
at  this  time,  however,  hardly  be  applied  in  a.  ci^  of  this  size, 
nor  does  the  petitioner  make  a  request  therefor.  In  the 
smaller  cities  where  it  has  been  tried,  it  has  not  proven  en- 
tirely satisfactory,  because  it  is  clearly,  shown  that  the  adop- 
tion of  such  a  rate  schedule  has  restricted  the  service,  compli- 
cated and  increased  the  cost  of  accounting,  and  served  to 
cause  many  irritations  which  are,  as  a  rule,  absent  in  cities 
where  the  Sat  rate  obtains,  differentiating  only  between 
classes. 

This  Commission  is  not  persuaded  that  the  classiflcation 
obtaining  in  this  territory  sufficiently  distinguishes  between 
various  users  in  accordance  with  even  the  average  amount 
of  service  of  the  classes  named,  but  to  re-classify  the  sub- 
scribers will  require  a  long  and  tedious  study,  extensive  re- 
adjustment of  plant  apparatus  and  the  use  of  meters  not  yet 
perfected.  Under  all  the  circumstances  the  Commission  feels 
that  it  will  best  serve  the  purposes  and  create  the  least  irri- 
tation to  permit  the  present  classifications  to  stand. 

In  the  consideration  of  rates  this  Commission  has  made 
a  study  covering  a  wide  field,  in  order  to  make  comparisons 
of  service,  development  and  saturation,  all  of  which  have 
their  separate  and  distinct  influence  on  the  question.  The 
comparisons  were  necessarily  difficult  because  the  unusual 
situation  arising  from  the  consolidation  of  a  manual  with 
an  automatic  exchange  and  continuing  after  consolidation 
the  operation  of  a  daal  system.  No  other  city  in  the  country 
has  this  exact  situation,  and  as  a  consequence  in  some  meas- 
ure it  was  necessary  to  blaze  a  new  trail  wHh  regard  to 
some  of  the  factors.  This  the  Commission  has  done,  having 
in  mind  at  all  times  the  general  good  of  the  public. 

Complaint  was  made  in  the  course  of  the  hearing,  that  in 
adopting  the  automatic  system  in  preference  to  the  manual, 
the  Lincoln  Telephone  &  Telegraph  Company  placed  an  added 
and  unnecessary  burden  on  the  public  in  the  consolidation 
of  the  Lincoln  exchanges,  in  that  the  change  from  manual  to 
automatic  entailed  a  larger  addition  to  plant  investment  than 
would  have  been  the  case  if  the  change  had  been  made  to 
all  juanual  instrumentL  '■■■  ■    " ^s'^ 
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An  investigatioii  of  the  aituation,  however,  prov^  the  con- 
trary— it  must  be  remembered  that  the  main  central  office 
equipment  of  an  automatic  telephone  system  has  nothing  In 
common  with  the  manual  and  al>  would  hare  been  lost ;  the 
InBtrumeuts  to  the  number  of  about  9,000  would  also  have 
become  useless  and  much  of  the  other  apparatus  would  have 
to  be  changed  and  readjusted. 

The  plant,  which  under  such  conditions  would  have  been 
abandoned,  is  inventoried  at  a  value  of  f  611,000.00 ;  in  addi- 
tion to  this,  there  must  be  considered  a  large  amount  of 
labor  necessary  to  dismantle  the  plant,  and  the  entire  loss 
of  the  then  existing  manual  switchboards,  which  would  have 
been  inadequate  and  would  have  necessitated  the  purchase 
of  complete  new  central  office  equipment,  with  but  propor- 
tionately small  salvage  from  abandoned  plant. 

It  is  conservatively  estimated  that  to  have  changed  to  the 
manual  system  would  have  cost  fully  f400,000.00  more  than 
the  expenses  and  additional  costs  which  were  developed  in 
the  consolidation  as  completed;  on  the  whole  the  Commis- 
sion is  convinced  that  the  change  as  made  was  prudent  and 
wise,  was  economically  executed  and  that  the  company  dis- 
played good  judgment  in  arriving  at  its  decision  in  the  matter. 

One  of  the  elements  not  generally  recognized  by  the  pa- 
trons of  telephone  companies  is  the  fact  that  in  ratio  to  the 
investment  the  gross  earnings  are  very  small.  In  this  in- 
stance, allowing  the  increase  that  the  company  claims  it 
needs,  will  produce  barely  20  per  cent,  gross  revenue  per 
annum  on  the  reproduction  value  of  the  plant.  As  compared 
to  this  in  the  ease  of  our  railroads,  their  gross  income  will 
show  about  40  per  cent,  of  the  value,  and  few  business  men 
are  prepared  to  invest  capital  in  a  business  wbich  does  not 
produce  gross  revenues  running  from  100  per  cent,  to  500 
per  cent,  of  the  investment  per  annum.  As  a  consequence 
the  necessary  earnings  to  cover  maintenance,  depreciation 
and  reasonable  returns  on  the  investment  become  a  very 
large  proportion  of  the  rates  needed  to  keep  intact  the  busi- 
ness of  a  telephone  company,  but  the  very  nature  of  the 
business  makes  it  impossible  to  modify  this  condition  and 
we  see  no  prospect  of  any  change  of  conditions  in  this  re- 
•pect  — ^>l^~ 
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One  of  the  cliief  causes  of  complaint  and  irritation  on  the 
part  of  the  public  becauise  of  the  petitioner's  demand  for 
higher  ratee  undoubtedly  lies  in  the  fact  that  since  1904 
the  citizeuB  of  Lincoln  and  the  surrounding  zone  have  been 
accustomed  to  rates  that  were  inadequate,  brought  about 
by  competition,  and  because  of  this  the  rates  throughout 
the  time  since  1904  have  been  held  down  to  below  the  general 
average,  far  below  the  normal,  and  have  remained  stationary 
ootwithstanding  the  very  marked  growth  in  each  of  the 
plants,  which  combined,  form  the  present  Lincoln  zone  plant 

In  1904,  with  less  than  three  thousand  telephones  in  serv- 
ice, the  people  were  paying  an  average  of  $30.00  per  telephone 
per  annum  for  the  exchange  service  rendered,  and  since 
Uiat  date,  notwithstanding  the  increase  which  would  ordi- 
.narily,  and  as  is  generally  recognized,  justify  higher  rates 
Uian  were  paid  to  the  smaller  exchange,  the  average  gross 
revenue  per  telephone  has  been  only  slightly  above  |20.00. 
In  the  year  1912  the  average  revenue  for  the  combined  plants 
was  f22.43,  which  was  lar  below  the  average  when  compared 
to  otJier  places  of  practically  the  same  size  and  receiving 
apjnroximately  the  same  service. 

That  the  cost  as  well  as  the  value  of  the  telephone  service 
increases  with  the  size  of  the  exchange,  is  too  generally  and 
too  well  recognized  to  need  any  further  discussion.  It  is 
clearly  shown  that  it  was  recognized  in  Lincoln  as  early  as 
1904  by  a  reference  to  the  ordinance  introduced  and  passed, 
giving  a  franchise  to  the  Lincoln  Telephone  Company  where- 
in permission  was  given  to  the  company  to  raise  its  rates 
at  the  rate  of  25  cents  per  month,  or  fS.OO  per  annum,  per 
subscriber,  with  the  growth  of  the  plant  for  each  one  thou- 
sand additional  subscriber^  beyond  the  first  three  thousand. 
Competition  made  it  impossible  for  the  company  to  take  ad- 
vantage of  this  provision  in  its  franchise,  but  if  the  com- 
petition had  not  existed,  or  if  they  bad  been  able  to  drive 
out  the  competition,  as  it  was  generally  expected  they  would, 
Uien  and  in  that  case  advantage  would  have  been  taken  of 
the  provisions  and  the  telephone  users  of  the  city  would  in 
(act  be  paying  much  higher  rates  now  than  are  requested 
b7  the  petitioner,  if  in  the  meantime  public  service  regula- 
'"  '  ■■■■"■■■  "  ■\'~',>'^ 
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tion  had  not  been  established  through  the  Nebraska  State 
Railway  Commission. 

The  petition  of  the  company  requests  the  establishment  of 
the  followiug  schedule  of  rates : 

Individual  line  business  $5.50 

Two-party  line  business   4.50 

Business  extensions  1.00 

County  exchange    2J0 

Incoming   trunks    4.00 

Individual  line  residence   2.50 

Two-party  line  residence  2.(10 

Residence  extensions  50 

Farm   2.00 

P.B.X.   trunks    6.00 

P.B.X.  or  I.B.X.  stations   2Sc.  to  1X» 

The  company  estimates  that  this  will  produce  a  net  in- 
creased monthly  gross  earnings  of  (6,674.00.  They  request 
that  this  schedule  of  rates  shall  be  uniformly  applied  to  the 
entire  zone,  but  the  Commission  is  of  the  opinion  that  it  is 
not  fair  lb  demand  of  the  subscribers  in  the  outlying  districts 
that  they  shall  pay  for  the  entire  zone  service  when  only 
local  service  is  desired.  To  give  to  all  subscribers  in  the 
Kone  indiscriminately  the  incoming  service,  cannot  be  avoided 
in  this  plant  because  of  mechanical  difficulties  due  to  the 
operation  of  automatic  switches.  lo  establishing  rates  and 
rearranging  the  schedule  the  Commission  has  borne  this  in 
mind,  and  feels  that  to  the  rates  which  it  proposes  to  apply, 
Instead*  of  the  above  schedule  requested  by  the  company, 
consideration  should  be  given  by  the  public  to  the  fact  that 
each  telephone,  even  in  the  smaller  exchanges,  where  the  sub- 
scriber chooses  to  take  the  local  exchange  service  and  feels 
that  he  does  not  need  the  entire  zone  service,  he  cannot  be 
cut  oflT  from  the  zone  service  "incoming". 

It  would  be  best,  of  course,  in  the  opinion  of  this  Com- 
mission, if  each  exchange  could  be  kept  entirely  separate, 
and  rates  made  commensurate  with  the  service  rendered 
within  the  exchange  itself,  placing  any  intercommunication 
between  the  exchanges  on  the  basis  of  toll  service;  but  tiie  ar- 
rangement, as  heretofore  stated,  is  such  that  this  cannot  be 
done,  nor  would  it  efficiently  serve  the  public  requirements, 
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and  we  feel  tliat  the  most  equitable  arraugemeut  of  rates 
under  the  circumstances  will  be  tlie  one  herein  adopted. 

The  testimony  developed  that  the  company  in  the  past 
has  been  forced  to  expend  large  sums  to  meet  the  demands 
of  the  public  for  removals  and  changes  of  subscriber's  eqaip- 
ment,  many  of  which  changes  were  no  doubt  unnecessary 
and  some  made  for  frivolous  reasons.  In  any  event  it  ap- 
pears that  the  extent  of  such  removals  and  changes  was  far 
in  excess  of  a  reasonable  number.  This  puts  an  unnecessary 
burden  upon  the  company,  which  must  be  paid  by  the  public, 
and  when  no  provision  is  made  for  the  payment  of  such  costs, 
the  expense  naturally  falls  as  an  average  on  all  the  patrons 
of  the  company.  It  seems  unfair  to  the  Commission  that 
patrons  who  are  permanent  and  who  do  not  demand  fre- 
quent removals  and  changes  should  be  called  upon  to  assist 
in  paying  for  the  expense  of  making  removals  and  changes 
for  others,  and  therefore  a  schedule  of  rates  is  made  to  cover 
in  part  at  least  the  expenses  incurred  in  this  manner.  The 
Commission  assumes,  that  by  reason  of  the  custom  of  making 
contracts  to  cover  one  year,  the  cost  of  installation  is  infer- 
entially  included  therein,  and  therefore  does  not  set  up  an  in- 
stallation chaise  except  only  where  installations  are  made  for 
a  shorter  period  than  one  year. 

The  Commission  is  convinced,  ~  from  a  careful  study  of 
the  situation  and  comparisons  with  other  cities,  that  taking 
into  consideration  the  service  required  by  the  patrons  of  tliis 
company,  the  rates  in  the  proposed  schedule  of  the  petitioner 
as  between  business  and  residence  are  not  equitably  ad- 
joated;  in  other  words,  that  because  of  the  much  greater 
use,  the  larger  advance  should  be  made  in  the  case  of  the 
business  'phones,  and  the  residence  patrons  should  not  be 
raised  in  the  proportion  demanded.-  There  is,  however,  no 
question  in  the  minds  of  the  Commission  that  some  advance 
should  apply  to  all  and  the  burden  is  therefore  differently 
distribnted. 

In  the  case  of  the  farm  service,  it  clearly  developed  at  the 
bearing  that  the  farm  rates  were  far  short  of  paying 
the  fixed  charges  and  cost  of  service,  by  reason  of  tlie  much 
greater  investment  per  subscriber's  station  on  the  farm  lines, 
because  of  apparatus  and  distribution  lines  ,us{e.i|  ,in^  t^e.  s^^- 
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ice;  but  in  conBideriug  common  usage  over  the  country  geu- 
eralij  it  is  concluded  that  to  raise  the  rates  to  the  figure 
which  would  make  them  adequate  and  fully  pay  their  just 
share  of  the  cost  of  operation,  would  bring  about  a  burden 
that  would  seem  to  the  farmer  unbearable  and  would  be 
inclined  to  take  much  of  this  useful  service  away  from  him. 
In  this  case,  therefore,  the  Commission'  is  inclined  to  the  view 
of  many  authorities,  to  the  elfect  that  it  is  the  good  policy  to 
distribute  this  burden  a  little  more  to  tbe  business  man  and 
a  little  less  to  the  farmer,  on  the  theory  that  as  the  nnmber  of 
subscribers  increases  the  business  man  is  more  generally' 
benefited  than  the  farmer,  and  can  well  afford  to  help  him 
share  the  added  burden. 

That  the  extra  burden  placed  upon  the  company  for  serv- 
ice by  its  patrons  here  is  substantial,  will  be  readily  seen 
from  the  following  table  of  comparisons,  by  which  it  is 
clearly  shown  that  the  average  calls  per  telephone  per  day 
in  Lincoln  is  far  in  excess  of  the  normal. 


IEI.EPHO.NES 

AVUIACE 

CITY 

POPULATION 

PER   1000 

CALLS    PER   D 

Atlanta,  Ga. 

178,000 

100 

9.5 

Birmingham,  Ala. 

144,000 

68 

8.5 

Denver,  Col. 

229,000 

145 

3.8 

Hartford,   Conn. 

125,000 

106 

6 

Jersey  City,  N,  J.' 

516,000 

36 

3.6 

Kansas  City,  Mo.* 

363,000 

82 

7.4 

Milwaukee,  Wis. 

406,000 

97 

6.5 

317,000 

95 

6.8 

St.  Paul,  Minn. 

223,000 

91 

■     7.1 

Newark,  N.  J. 

401,000 

61 

3.7 

New  Haven,  Conn. 

157,000 

97 

5.9 

Oakland,   Cal,* 

233,000 

145 

5.6 

Patterson,  N.  J. 

143,000 

41 

4. 

Portland,  Ore. 

228.000 

ISO 

6.7 

Providence,    R.    1. 

273,000 

87 

4.8 

Hicl\mond,  Va. 

148.000 

98 

8. 

Salt  Lake  City,  Ut. 

104.000 

181 

7.2 

Scranton,  Pa. 

209.000 

47 

6J 

Seattle,  Wash. 

265.000 

122 

6.8 

Spokane.  Wash. 

116,000 

185 

6.5 

Troy,  N.  Y. 

141,000 

38 

5J 

Syracuse,  N.  Y. 

146,000 

105 

6.6 

Wilkesharre.  Pa.» 

179,000 

31 

4.5 

Worcester,  Mass. 

153,000 

98 

63 

Omaha,  Neli.' 

162,000 

187 

7.4 

Lincoln,   Neb.- 

65,000 

200 

,  -  11.8    1 

,11.  (    .OClll 

"Includes  nearby  suburban  communities. 
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In  view  of  the  facts  recited,  the  Commissiort  concludes  that 
it  will  be  fair  to  the  public  and  will  meet  the  reasonable 
needs  of  the  company  to  authorize  the  following : 

SCHEDULE  OF  RATES. 

Effective   July    i,   ipij. 

Lincoln  Exchange 

(Unlimited  service  within  zone) 

Individual  line  Business  $6.00 

2-party  line  Business  4,50 

One-way  trunks  Business,  terminating  on  telephone  or  switchboard....  4.00 

Extensions  Business   I.OO 

Individual  line  Residence   2.25 

2-party  line  Residence   175 

Extensions   Residence    50 

Farm — Magneto  or  common  battery 2,00 

I'arm— Lockout  System   2.S0 

V  B.  X.  and  I.  B,  X.   trunks    6.00 

f.  B.  X.  and  !.  B.  X.  stations  2Sc,  to  LOO 

Private  line  instruments  1,00 

Ha\'elock  Ukiversitv  Place  (including  Bethanv) 
(Incoming  service  on  entire  zone) 

J  LOCAL  ZONI 

EXCHANGE  SERVICE 

Individual  line  Business  $4.00  ffi.OO 

2-party  line  Business  3.00  4,50 

Extensions  Business  LOO  1.00 

Individual  tine  Residence  2.(X)  2.25 

2-pany  line  Residence   l.SO  1.75 

Extensions    50  .50 

Farm—Magneto  or  common  battery  1,50  2,00 

Farm — Lockout  system   2.50 

P.  B.  X.  and  I.  B.  X.  trunks  6.0O 

P.  B.  X.  and  I.  B.  X.  sutions 2Sc  to  1.00 

One-way     trunks     terminating     on     telephone     or 

switchboard    3,00  4.00 

College  View  (inclitding  Normal! 
(Incoming  service  on  entire  zone) 

local  zone 

exchange  service 

Individua]  line  Business   ?3.S0  $6.00 

2-party  line  Business   2.50  4.50 

Extensions    Business    SO  LOO 

Individual  line  Residence  1.75  2.25 

-■- c:;!'^ 
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2-pany  line  Residence  1.25 

Extpisions  Residence  50 

i-'arm— Magneto  or  common  battery  l.SO 

I  arm— Lockout  system  

P.  a  X.  or  I.  B.  X.  trunks    

P.  B.  X.  or  I.  B.  X.  stations 

Raymond,  Waverly,  Davev  and  Maixxh-m 
(Incoming  service  on  entire  zone)  ■ 


6.00 
25c.  to  LOO 


EXCHANGE  SERVICE 

Individua]  line  Btisiness  ." $2.50  $6.00 

2party  line  Business  2.00  4.S0 

Extensions  Business  .50  LOO 

Individual  line  Residence 1.75  225 

2-party  line  Residence  125  1.75 

Extensions  Residence  50  .  SO 

Farm— Magneto  or  common  battery   1.50  2.00 

I'arm — Lockout  system   2.50 

P.   B.  X.  or  I.  B.  X.  trunks 6.00 

P.  B.  X.  or  I.  B.  X.  stations 25c  to  1.00 

The  farm  rates  shall  apply  to  service  not  exceeding 

All  "extra  mileage"  charges  within  the  »one  are 
abrogated,  except  as  to  individual  lines  extending 
beyond  city  limits. 

The  local  exchange  subscribers  may  be  called  by 
any  subscriber  in.  the  entire  zone,  who  is  paying  zone 
rates  where  subscribers  paying  only  local  exchange 
rates;  where  subscribers  paying  only  local  exchange 
outside  of  their  local  exchange,  a  toll  or  connection 
charge  will  be  made  for  each  connection  of  live  cents  $   05 

REMOVALS    AND   CHANCES: 

Moving  charge  within  building  or  change  of  class 
of  instrument    2.00 

Moving  charge  from  one  building  to  another 2.50 

Where  installation  is  made  for  less  than  one  full 
year's  service,  a  chaise  will  be  made  tor  such  installa- 
tion per  telephone  installed  of 2.00 

No  charge  will  be  made  for  removing  a  telephone  from  one  location  to 
another,  if  telephone  desired  moved  has  been  used  at  the  one  location  for 
'it  least  the  preceding  twelve  consecutive  months. 

\'o  charge  will  be  made  when  necessity  for  change  or  removal  is  oc- 
casioned by  fire,  nor  when  it  is  because  of  making  a  new  contract  for  a 
higher  or  jnore  expensive  grade  of  service  in  the  new  location,  at  advance 
of  cost  of  at  least  50c.  per  month. 

No  cliarge  will  be  made  for  removal  where  subscriber  moves  to  location 
at  which  a  telephone  is  already  installed  for  the  class  of  service  desired. 

Any  other  or  special  service,  not  enumerated  above,  shall  be  charged  for 
■  rates  now  on  file  or  that  may  be  authorized  on  application  duly  made 

the  Commission.  ,  ^  .,,,.,.  ^ 
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The  BQCceeding  schedule  attempts  to  make  an  estimate  of 
what  the  gross  revenues  and  final  net  returns  will  be  to  the 
company  under  the  schedule  of  rates  determined  upon  by 
the  CommissioQ  as  fair  and  equitable  between  classes,  and  as 
producing  in  gross  revenue  almost  the  amouut  needed  to 
cover  operating  expenses,  depreciation,  and  a  reasonable  re- 
turn on  the  investment.  The  Commission  cannot,  of  course, 
predict  that  this  schedule  will  be  borne  out  precisely  by  ex- 
perience, nor  that  the  rat(»  will  produce  the  exact  results 
predicted.  This  it  is  impossible  to  do,  because  of  the  many 
conditions  that  may  arise  which  cannot  be  foretold. 

it  is  impossible,  of  course,  to  predict  what  irritation  will 
be  produced  by  the  readjustment  of  the  rates,  what  changes 
will  be  made  iu  classifications  because  of  same,  or  bow 
many  subscriber's  stations  will  be  removed  because  of  the 
protest  that  on  the  part  of  some  may  be  made  to  the  rates. 
The  changes  from  one  to  the  other  classes  of  service,  notably 
from  single  line  to  party  line  service,  may  have  an  effect  far 
in  excess  of  what  is  anticipated  or  predicted.  It  is  the  opinion 
of  the  Commission  that  as  soon  as  the  public  shall  more  fully 
understand  the  situation,  and  see  clearly  the  reasonableness 
and  the  propriety  of  the  new  schedule,  the  differences  and 
irritations  will  gradually  disappear,  and  the  business  will 
soon  adjust  itself  and  become  normal. 

Based  largely  on  the  above  considerations,  but  more  par- 
ticularly upon  an  estimate  of  readjustments  made  by  a  care- 
ful study  of  probable  requirements  of  the  patrons,  the  Com- 
mission makes  the  following  estimate  of  gross  revenues,  op- 
erating expenses,  depreciation,  and  returns: 

ESTIMATED  REVENUE. 

(based  on  telephones  in  sexvice,  afril  30,  1913.) 

Lincoln  Exchange 

120S  Individual  Business  *6.00  $7,230.00 

100  One-way  trunks  Business   ..'. 4.00  400,00 

287  2-pany  line  Business  4.S0  1,291.50 

350  Extensions  Business   1.00  350.00 

2SS9  Individual  line  Residence  2.25  5,825.25 

4111  2-party  line  Residence  1.75  7.194.25 

309  Extensions  Residence  SO  154.50 

...,,..,  Google 
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S88  Farm    2.00 

5  Farm— Lockout    2.S0 

127  P.  B.  X.  or  I.  B.  X.  trunks 6.00 

1459  P.  B.  X.  stations,  ave. 75 

82  Privale  line  instruments    1.00 

Havelock 

10  Individual  line  Business  $6.00 

11  Individual  line  Business  4.00 

10  2-party  line  Business   4.50 

17  2-party  line  Business  3.00 

2  Extensions  Business   ].00 

4  Individual  line  Residence  2.25 

5  Individual  line  Residence  2.00 

60  2-parly  line  Residence 1.7S 

183  2-parly  line  Residence   1.50 

4  Extensions  Residence   50 

3  One-way  trunks    4.00 

55  P.  B.  X.  stations,  ave '     .75 

Univeisity    Place    (includwo   Bethanv) 

20  Individual  line  Business  $6XKI 

22  Individual  line  Business  4.00 

10  2-party  line  Business  4.50 

17  2-party  line  Business  3j00 

8  Extensions  Business    1.00 

28  Individual  line  Residence  2.25 

50  Individual  line  Residence  2.00 

100  2-party  line  Residence  1.75 

448  2-party  line  Residence   1.50 

3  Extensions  Residence   SO 

90  Farm— Zone    2.00 

2  Farm— Lockout  2.50 

College  View  (including  Normal) 

10  Individual  line  Business  $6.00 

13  Individual  line  Business  3,50 

5  2-paTly  line  Business  4.50 

15  2-party  line  Business  2.50 

1  EitensLon  Business    1.00 

18  Individual  line  Residence  2.25 

70  Individual  line  Residence  1.75 

20  2-party  line  Residence  1.75 

130  2-parly  line  Residence  1.25 

11  Extensions  Residence  - 50 


1.176.00 
12.50 
762.00 

1,09425 
82.00 


{60.00 
44.00 
45X» 
SIjOO 
2.00 
9.00 
I0.0O 
IDSXn 
274.50 


45.00 
51.00 
8.00 
63.00 
100.00 
175.00 
672.00 
1.50 
180.00 


$60.00 
39.00 
22.50 
37.50 
1.00 
40.50 

122.50 
35.00 

16250 


5.50 
3.75 
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Rayuond 

2  Individual  line  Business   $6.00  $12.00 

2  2-party  line  Business   4.50  9.00 

4  2-party  line  Business  2,00  8.00 

1  Individual  line  Residence   2.25  2.2S 

5  2-party  line  Residence 1.75  8.75 

15  2-party  line  Residence  US  ia75 

17  Farm  2,00  34.00 

100  Farm   1,50  150.00 

2  Fann— Lockout    2.50  5.00 

Waverlv 

2  Individual  line  Business  $6.00  $12.00 

14  Individual  line  Business  2.00  28,00 

10  2-party  line  Residence  175  17.50 

29  2-party  line  Residence  1.25  36.25 

5  Farm   2.00  10.00 

100  Farm  1.50  150.00 

Davky 

9  Farm   $2.00  $18.00 

80  Farm  I.SO  120.00 

Malcolm 

11  Farm  $2.00  $22.00 

90  Farm  1.50  135.00 


$138,00 


$157.00 


TOTAL    ESTIMATED    MONTHLY    EXCHANGE    REVENUE $29,06925 

ESTIMATED  REVENUE  FROM  subsouber's  stations  on  basis  of 

INSTALLATION    APBIL   30,    1913.    PER    ANNUM $348,83100 

13156   stations;    average  revenue,   $26.52   per   subscriber's 
station  feb  annum. 

estimated  revenue  from  removals  and  changes 

2500  Changes   within   bldg. $2.00  $5,000,00 

500  Removals  to  other  premises    2.S0  '  1,250.00 

$6,250.00 
estimated  revenue  directorv  advertising   1,000.00 

Total  Estimated  Gross  Exchange  Revenue  per  Year.. $356,081.00 
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estimated  charges  against  gross  revenue, 

(opehating  and  general  exrakses  and  taxes,  includinc  toll  on  basis  0!; 
1912  opeRATioK  @  $10.44  per  subsckibek's  station  pbs  annum.) 

TOTAL  DEDUCTIONS  NET   EXPENSE 

EXPENSE  FOR   TOLL  EXCHAN« 

General    Expenses    $14,73472        16.5%       $2,431.23  $12,303.49 

Commercial  Expenses  41,836.08        15.7%         6,568.26  3S.267.82 

Traffic  Expenses  . .-. 51.045.28       38.2%        19,':99.30  31,545.98 

General   Taxes    24.581.29        10%            2,458.13  22,123.16 

Occupation  Taxes,  1%  on  Gross  Revenue,  Lincoln  Exchange..  3.068.67 


MAINTENANCE   AND  DEPRECIATION, 

9%  on  Reproduction  Value  of  $1.785,907.74.... 


Total  Charges  Against  Gross  Revenue $358,240.14 

Estimated  Deficit  2,159.14 

SUMMARY  PER  SUBSCRIBER'S  STATION  PER  ANNUM 

Exchange  Rental  Revenue  $26.52 

charges  gross  toll       exchange 


General  Enpense   

Commercial   Elxpense   . 

Traffic   Expense   

General   Taxes    

Occupation  Taxes   


Total  Operating  and  Taxes  $10.44  $2.52  $7.92 

Maintenance  and  Depreciation 1221 

Return  on  Investment  7.09      2722 

Charges  Exceed  Rental  Revenue $    .70 

The  company  claimed  that  to  fully  cover  operating  ex- 
penses, maintenance,  depreciation  and  8  per  cent,  returns  on 
the  investment,  it  would  require  a  gross  revenue  per  sub- 
scriber's station  of  $40.68  per  annum;  the  rates  named  by  the 
Commission,  applied  to  the  present  subscriber's  stations  in 
service,  will  produce  only  an  average  of  $26.52  for  exchange 
rental  revenues  and  the  expenses,  maintenance  and  taxes  will 
cost  an  average  of  127.22  exclusive  of  expense  of  toll 
operation,  /  -  i 
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Some  objection  is  no  doubt  to  be  expected  as  to  the  charges 
set  up  for  removals  and  changes,  but  these  charges  will  barely 
cover  actual  costs  aad  the  CommisBioQ  is  persuaded  tliat 
these  are  fair  to  the  general  public,  who  should  not  be  called 
npon  to  help  bear  the  burden  for  making  frequent  removals 
and  changes  for  part  of  the  subscribers,  which  entail  a  large 
expense  to  the  company.  Many  of  these  removals  and  changes 
are  frivolous  and  not  really  necessary.  We  have  no  doubt 
that  with  the  schedule  of  charges  proposed  many  of  the  re- 
movals and  changes  not  really  needed  will  be  avoided,  and 
that  if  this  is  the  case  the  revenue  from  that  source  will 
fall  below  the  estimate,  but  this  need  not  disturb  the  geueral 
result,  because  if  the  revenue  does  not  come  it  will  be  because 
the  changes  are  not  made,  and  there  will  be  a  corresponding 
savings  in  the  operating  expenses. 

In  the  making  of  comparisons  Of  these  rates  with  those 
in  force  heretofore,  the  public  is  admonished  not  to  forget 
that  whereas  automatic  subscribers  prior  to  the  consolida- 
tion had  a  service  covering  8,819  telephones,  and  the  mh- 
scribers  on  the  manual  exchange  had  a  service  c<ivering 
5,819  telephones,  the  service  which  the  subscribers  now  enjoy 
covers  over  13,000,  and  this  in  itself  is  a  palpable  increuKe 
in  the  value  of  the  service,  nor  must  the  subscriber,  who 
was  heretofore  forced  to  subscribe  and  pay  for  two  telephones 
because  of  the  dual  service,  forget  to  make  comparisons  with 
the  cost  of  two  as  against  the  cost  of  one  telephone.  It  is 
evident  that  of  the  practically  1,500  telephones  taken  out, 
and  the  service  not  restored,  there  is  a  saving  somewhere, 
which  is  an  appreciable  amount,  and  thus  as  to  these  1,500 
subscribers  who  heretofore  had  two  telephones  and  now  have 
only  one,  the  cost  is  |6.00  as  against  |8.00  being  in  reality 
a  reduction  rather  than  an  advance.  This  also  applies  pr(»iH>r- 
tionately  to  the  two-party  line  business  telephones,  and  to 
the  few  individual  line  residence  telephones,  who  had  the 
duplicate  service.  For  the  benefit  of  those  business  houses, 
or  others  who  find  that  one  telephone  is  not  adequate  to 
carry  the  service  but  whose  incoming  and  outgoing  calls  are 
not  well  balanced,  the  privilege  is  given  of  using  a  one-way 
telephone  at  the  rate  of  f4.00,  so  that  even  in  this  event, 
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where  the  business  man  still  flnds  it  necessary  to  retain  two 
telephones,  the  gross  rate  will  be  |10.00,  and  not  double  the 
new  rate  for  the  individual  telephone. 

The  Commission  is  not  persuaded  that  the  private  branch 
exchange  and  individual  branch  exchange  stations  are  prop- 
erly adjusted  as  to  rates.  The  price  set^vp  for  trunks  for 
this  service  seems  fair,  and  is  on  the  same  basis  as  the  indi- 
vidual business  telephone^  but  the  stations  attached  vary 
from  25  cents  to  f  1.00,  and  this  will  be  the  subject  of  further 
investigation  and  study,  and  if  such  study  should  develop 
that  there  is  unfairness  or  discrimination  in  the  inequali- 
ties which  seem  apparent,  a  further  adjustment  will  be  made. 
This,  however,  does  not  necessarily  affect  the  other  rates,  nor 
disturb  the  relation  between  classes  under  the  present  sched- 
ule and  estimated  returns. 

SSBVICB 

It  was  inevitable  that  in  the  large  amount  of  labor  re- 
quired to  bring  about  the  physical  consolidation  of  the  two 
plants  formerly  existing,  and  the  changes  in  apparatus  neces- 
sary to  make  such  consolidation  and  the  replacement  of  a 
large  number  of  manual  with  automatic  telephones,  there 
should  arise  some  confusion,  which  would,  in  greater  or 
less  degree,  affect  the  quality  of  the  service.  It  was  also 
inevitable  that  this  condition  would  be  more  aggravated  in 
a  few  instances  than  on  the  general  average,  and  that  some 
small  per  cent,  of  the  service  would  be  difficult  and  slow  of 
adjxistment;  that  this  condition  existed  was  eviaenced  by 
■  the  bitter  complaints  made  on  the  part  of  a  few  of  the  patrons, 
as  shown  by  the  testimony  and  cross-examination,  which 
occasionally  became  acrimonious  in  the  extreme. 

It  is  unfortunate  that  the  average  patron  who  may  be 
justly  aggrieved  immediately  becomes  convinced  that,  since 
his  own  service  is  unsatisfactory,  all  others  must  necessarily 
be  as  bad  or  worse.  There  were  unquestionably  instances 
where  just  cause  existed  for  complaint  and  irritation,  but 
there  was  assuredly  no  excuse  for  the  very  narrow  view 
taken  by  these  patrons,  who  should  rather  have  looked  at  the 
situation  from  the  broader  viewpoint  and  taken  into  coui  ^ 

■■■"■■ c>"- 


Appl.  op  Lincoln  Tei,.  &  Tel.  Co.  177 

dideration  the  general  average  conditions  instead  of  immedi- 
ately determining  that  their  own  unsatisfactory  service  was  a 
fair  example  of  all. 

Few  of  tlie  telephone  users  realize  how  delicate  is  the  mech- 
anism in  the  dials,  and  how  even  a  slight  touch  inadvertently 
given  Buch  dial  while  returning  it  to  its  stop  position,  will 
disturb  the  switches  and  result  in  giving  a  number  other 
than  the  one  called  for,  and  from  experience  the  Commission 
also  knows  that  a  very  slight  carelessness  displayed  in  the 
manipulation  of  the  dial, — that  is  to  say.  In  the  failure  to 
bring  the  dial  completely  to  the  stopping  place — a  wrong 
number  will  necessarily  be  obtained.  A  special  study  made 
along  this  line  has  convinced  the  Commission  that  to  these 
two  causes  much  of  the  trouble  is  due. 

As  was  evidenced  during  the  hearings  and  by  articles  ap- 
pearing in  the  newspapers  from  time  to  time,  many  of  the 
patrons  were  worked  up  to  a  high  pitch  of  indignation,  and 
no  doubt  felt  that  they  had  just  cause  for  and  were  entirely 
sincere  in  their  complaints.  The  city,  through  its  attorney, 
advertised  in  the  newspapers,  during  one  recess  in  the  hear- 
ings, inviting  the  public  generally  to  make  complaint.  These 
advertisements  appeared  in  the  three  principal  newspapers 
several  times  and  as  a  result  only  twenty-six  answers  were 
received,  being  only  two  complaints  out  of  each  thousand  tele- 
phones in  use  or  one-fifth  of  one  per  cent.  Because  of  the  ap- 
parent dissatisfaction,  the  Commission  made  special  investi- 
gation of  the  service  to  satisfy  itself  of  the  actual  conditions 
existing. 

With  this  end  in  view,  tests  were  made  during  a  period 
of  clear  weather,  from  April  14th  to  18th,  both  inclusive, 
by  special  employes  of  the  Commission,  covering  five  days, 
during  which  time  6,389  telephones  were  tested  by  10,597 
calls.  Of  these  calls  65%  were  completed  at  the  first  attempt. 
It  was  inevitable  that  many  of  the  'phones  in  such  a  large 
number  of  calls  would  be  found  busy,  and  in  those  cases 
a  second  call  was  made,  with  the  result  that  more  than  77% 
of  all  the  calls  resulted  in  immediately  satisfactory  conversa- 
tion, and  taking  into  consideration  the  "busy"  and  "no  an- 
swer" calls,  which  in  most  cases  it  was  developed  was  be- 
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caase  of  the'  absence  of  the  party  called,  the  final  reault  con- 
vinced the  Commission  that  during  that  period  the  service 
might  properly  be  determined  as  94%  efficient.  The  actual 
trouble  developed  was  only  2.7%  leaving  3.1%  of  question- 
able cases,  which  might  or  might  not  have  really  meant  trou- 
ble in  the  apparatus  or  distribution  system. 

The  patrons  present  at  the  hearings  when  this  situation 
was  brought  out  in  the  testimony,  seeming  still  dissatisfied, 
the  Commission  made  a  further  test  from  May  19th  to  27th, 
inclusive,  under  disadvantageous  conditions  to  the  company, 
because  of  the  eight  days  included  in  this  latter  test  there 
were  six  days  of  wet  weather,  when  it  is  to  be  expected  that 
more  trouble  will  develop  in  the  distribution  system,  espe- 
cially because  of  cable  leak  trouble,  and  the  grounding  through 
the  dropping  on  the  open  lines  of  tree  branches,  heavily 
laden  with  water.  This  test  was  made  by  a  special  corps 
of  eleven  employes  of  the  Commission,  who  during  this  period 
tested  ten  tibousand  telephones  with  15,049  calls.  During 
this  test  60.2%  of  the  calls  were  completed  at  the  first  attempt 
and  produced  a  clear  and  uninterrupted  connection.  As  a 
final  result  of  this  test,  it  was  shown  conclusively  that  the 
service  during  this  period  was  92.33%  efficient,  .that  2.88% 
of  the  trouble  was  not  actual  trouble,  but  the  failures  resulted 
from  the  fault  of  either  the  caller  or  the  called,  and  the 
actual  developed  troubles  were  4.79%, 

In  order  that  the  Commission  might  have  some  compari- 
son relative  to  the  question  of  service,  a  representative  was 
sent  to  investigate  the  question  of  service  renderd  in  auto- 
matic exchanges  located  at  SQuth  Bend,  Indiana,  and  Grand 
Bapids,  Michigan.  The  South  Bend,  Indiana,  exchange  is 
hardly  comparable  with  the  TJncoln  exchange,  for  the  rea- 
son that  the  type  of  central  office  equipment  and  subscribers* 
station  apparatus  is  of  a  more  modern  type  than  that  used 
in  the  Lincoln  exchange.  The  average  number  of  developed 
troubles  in  the  South  Bend  exchange  was  1.92  troubles  per 
station  per  annum. 

The  Grand  Rapids,  Michigan,  automatic  exchange  has 
a  total  number  of  subscribers'  stations  in  service  of  12,300. 
The  average  number  of  troubles  developed  for  the  calendar 
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year  1912  was  4.7.  The  year  1912  in  Grand  Bapids  was  an 
nDosnal  year  for  telephone  distribation  aystems,  in  that  there 
was  a  great  deal  of  rain  daring  a  large  portion  of  the  year 
which  caused  an  abnormal  amoont  of  trouble  to  develop 
in  all  kinds  of  telephone  distribution  equipment.  A  study 
of  the  developed  trouble  in  the  Lincoln  zone,  using  the  month 
of  Hay,  1913,  as  a  basis  shows  that  the  average  number  of 
troubles  per  subscriber's  station  per  annum  is  3.89.  From 
the  above  figures  it  will  be  readily  seen  that  the  Lincoln  ex- 
change compares  favorably  with  the  Grand  Rapids,  Michi- 
gan, automatic  exchange.  In  order  that  some  comparison 
might  be  presented  as  between  automatic  and  manual  ex- 
changes, the  Commission  made  a  study  of  four  months  of 
the  Nebrasta  Telephone  Company's  trouble  reports  for  the 
Omaha  district.  The  period  used  in  this  study  was  the  first 
four  months  of  1913.  Using  these  four  months  as  a  basis, 
the  average  number  of  troubles  per  subscriber's  station  per 
annum  was  2.68. 

The  question  of  service  has  been  given  very  serious  con- 
sideration by  the 'Commission,  and  it  is  their  purpose  to 
further  pursue  these  investigations  after  the  order  herein 
promulgated  has  become  effective,  to  the  end  that  the  patrons 
of  the  lincoln  Telephone  ft  Telegraph  Company  in  the  Lin- 
coln zone  shall  receive  a  service  that  is  fully  up  to  the  general 
standard,  rendered  to  like  communities  in  other  parts  of  the 
country.  To  this  end  the  people  oi  this  zone  are  asked  to  use 
care  in  operating  the  automatic  apparatus,  being  careful 
to  see  that  they  have  the  right  number  in  mind  before  ope^a^ 
ing  the  dial,  and  then  to  allow  the  dial  to  return  to  the  stop 
before  calling  the  next  number.  It  should  be  remembered 
that  a  number  of  switches  in  the  central  office  have  to  act 
between  the  time  that  the  dial  stops  and  the  time  that  the 
finger  presses  it  for  the  next  number.  Late  improvements 
in  the  automatic  apparatus  are  being  perfected  to  which  the 
Commission  is  giving  special  attention,  and  will  ask  the  man- 
agement to  make  needed  changes  as  fast  as  improvements 
in  the  present  system  can  be  made. 

The  ability  of  a  patron  to  disconnect  his  instrument  after 
a  conversation  as  it  has  been  perfected  on  the  automatic  ap- 
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paratuB,  is  many  times  more  speedy  than  the  old  manna!  sys- 
tem by  reason  of  tlie  fact  that  the  moment  the  receiver  hook 
toaches  its  normal  resting  place  all  switches  are  returned 
to  their  positions,  and  a  new  connection  may  he  set  up  im- 
mediately. If  the  patrons  will  remember  this  and  bear  with 
some  of  the  slight  difficulties  under  which  the  plant  mtust  be 
operated  at  the  present  time,  a  more  satisfactory  service  will 
be  secured.  The  company  has  made  special  effort,  through 
the  newspapers  and  otherwise,  to  call  the  patrons'  attention 
to  the  fact  that  the  person  called  mnst  not  be  expecteil  to 
answer  the  telephone  in  an  unreasonably  short  time.  Despite 
this  fact,  from  investigations  made  by  the  representatives 
of  the  Commission,  it  appears  that  folly  fifty  per  cent  of 
the  reported  troubles  can  be  charged- to  the  impatience  of 
the  calling  patron.  Approximately  85%  of  the  troubles  that 
have  been  reported  to  the  trouble  department  during  the 
past  three  months  have  been  found  to  lack  foundation  on 
test.  By  this  we  mean  that  the  trouble  operator  found  the 
switches  and  distribution  lines  working  perfectly. 

To  wait  a  minute  for  a  bell  to  be  ansfi'ered  is  not  unrea- 
sonable and  yet  it  is  not  always  time  enough  to  allow  a  house- 
wife to  go  from  the  upper  floor  to  the  lower  and  answer  her 
'phone.  A  little  more  patience  in  this  regard  on  the  part  of 
the  subscriber  will  improve  the  service.  It  was  found  a 
great  many  people  complain  that  the  service  is  unsatisfactory 
because  when  they  go  to'  answer  their  telephone  no  one  is 
there  to  talk,  and  in  a  great  many  of  these  cases  the  calling 
subscriber  has  hung  up  his  telephone  before  giving  the  called 
patron  time  to  ans»ver  the  'phone.  The  average  number  of 
reported  troubles  is  gradually  decreasing,  and  the  Commis- 
sion has  every  reason  to  believe  that  the  number  of  reported 
troubles  will  be  reduced  to  the  minimum  in  a  very  short 
time.  During  one  24  hours  of  last  week  the  number  of  re- 
ported troubles  was  lower  than  it  bad  been  at  any  time  since 
the  consolidation  of  the  plant,  and  the  general  trend  for  the 
month  of  June  is  downward,  being  15  to  18  per  cent,  less 
than  for  the  month  of  April. 

It  was  asserted  during  the  hearings,  that  to  advance  rates 
in  Lincoln  would  place  a  burden  on  tJie  telephone  users  tar 
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in  excess  of  the  average  in  other  communities,  but  this  is 
not  borne  out  by  the  facts.  The  Commission  made  extended 
investigation  in  this  respect  and  satisfied  Itself  that  witli 
the  advance  proposed  Lincoln  would  still  enjoy  telephone 
rates  below  the  average.  The  result  of  this  inquiry  is  shown 
in  the  following : 

COMPARISON  OF  RATES 

PER  SUBSCRIBER'S  STATION  PER  MONTH 


CITY 

Atlanta,  Ga. 
Albany.  N.  Y. 
Birmingham,  Ala. 
Hartford,  Conn. 
Jersej  City,  N.  J.* 
Kansas  City,  Ma.* 
Louisville,  Ky. 
Memphis,   Tenn. 
NashviUe,  Tenn. 
Milwaukee,  Wis. 
Minneapolis,   Minn, 
St.  Paul,  Minn. 
Newark,  N.  J. 


r  Ha' 


,,  Com 


New  Orleans,  La. 
Norfolk,  Va. 
Oakland,  Cal.* 
I'aterson,  N.  J. 
Portland,  Ore. 
Providence,  R.  I. 
Richmond,  Va. 
Sair  Lake  City,  Ut. 
S(.  Jojej*,  Mo. 
Scnnton,  Pa. 
Seattle,  Wash. 
Spokane,  Wash. 
Syracuse,  N.  Y. 
TroT.  N.  Y. 
Tacoma,  Wash. 
WiDtesbarre,  Pa.* 
Worcester,  Mass. 
De;  Moines,  la. 
Omaha,  Neb.* 
Lincoln,  Neb. 


TELEPHONES 
IN  SERVICE 

17,853 
12,826 

9,808 
13,475 
18.475 
29.934 
11,572 
10,809 
10,742 
39.488 
30,270 
20J71 
24,485 
14.288 
1V83 
11.324 
33794 

5,927 
34,338 
23.739 
14,492 
18,831 
11.400 

9,920 
32,300 
21,571 
15.335 

S,31S 
11327 

5,540 
14,932 
16.523 
30280 
13.156 


BUSINESS 

f5.50a 

7.50 

6.00 

7.00 
Measured  si 

5.0Oc 

7.50 

7j00d 

7«ld 

8.00 

6.00' 

6.00 
M  easured 

7.00 

8.00d 

5.0O 


INDIV.         2-PAItTy 
KESIDEHCE      RESID. 

$4.00  $3.00 


None 
4.50 

6.00 
4.00 
4,00 


5.00 
None 


7.00 
Measured  s 


6.S0 
5.0O 
5.00 


5.00 
5.00 
4.0O 

4.00 
4.00b 

4.00 
4.00 
4.00 
400 
None 
4.00 
5.50  - 
4.50 


4.00 

3.00 
3.00 


3.00 
3.00 
250 
3.00 


3.0O 
2.0O 
2.50b 
4,00 
2.50 
2.00 

3.00 
2.00 
2.00 
4.00 
2.50 
3.00 
2.00 
2,25 
3.25 
2-25 
3.00 
2.00 
2.50 
2.00 
2.50 
2.50 
2.50 
250 
2.50 
2.00 
2.50 
2.50 
2.00 

aso 


*  Includes  near-by  suburban  coaununitie*. 
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a  One-half  mile  limit,  three-fourths  mile  f&OO. 

b  No  2-party  service,  rates  are  for  four-party  service. 

c  Two  companiet  operating  and  competing. 

d  Fifty  cents  discount,  if  paid  quarterly  in  advance. 

Measured  service  higher  than  average  flat  rates. 
Denver,  Colo.,  33,254  telephones  in  service;   Unlimited  Individual   Residence 
rate  $4.00;  all  other  service  on  basis  of  minimuin  guarantee  with  call 
charge  added:    Individual  Business  $55.00;  2-party  Business  $36.00;  In- 
dividual Residence  $36.00;  2-p3rty  Residence  $25.00  per  annum. 

The  resDlt  in  Denver  shows  gross  earnings  of  about 
$12.00  per  station  per  annum  more  than  Omaha,  but  a  smaller 
061;  earning,  notwithstanding  the  greatly  restricted  use, 
occasioned  by  the  measured  service  rates. 

Comparison  of  Gross  Rental  Revenues  made  where  figures 
were  obtainable  show  the  following  averages: 

TELEPHONES  AVEBACE  lENTAL 

CITV  IN   SERVICE       REVENUE  PES  ANHUW 

Denver,  Col 33,254  $42.00 

Omaha,  Neb :  30^)  M.SO 

Des  Moines,  la.  16.523  32.00 

Linroln,   Neb 13,156  26.50 

It  will  be  noted  from  the  above  comparisons,  that  under 
the  new  schedule  adopted,  Lincoln  patrons  of  the  telephone 
will  be  paying  somewhat  under  the  average  rates  for  business 
telephone  service,  and  will  enjoy  lower  rates  for  residence 
service  than  those  in  force  in  any  other  community,  which 
may  with  propriety  be  compared  with  Lincoln  in  point  of 
proportionate  development,  service  and  conditions  generally. 

ORDER. 

/(  is  therefore  ordered,  That  the  Lincoln  Telephone  &  Tele- 
graph Company  be,  and  the  same  is  hereby,  authorized  to 
charge  and  collect,  until  the  further  order  of  the  Conunis- 
sion,  from  and  after  July  1,  1913,  the  following'  schedule  of 
rates  in  the  Lincoln  zone: — 

Lincoln  Excbange. 
(Unlimited  service  within  lone) 

Individual   line    Business »S.0O 

2-p»ty  line   Buuness ^^ 


„Cah>'^Ic 


Appl.  op  Lincoln  Tel.  &  Tbl.  Co. 


1S3 


One-way  trunks  Business  tenninating  on  telephone  or  switchboard 4.00 

ExteoiioDs,  Business  1.00 

individiial  line  Residence  225 

2-par^  line   Residence US 

Extcnnons,   Residence   .50 

Farm— Magneto  or  common  battery 2JX> 

Farm — Lockout  system    2,50 

P.  a  X.  and  I.  B.  X.  trunks    6.00 

P.  B.  X.  and  I.  B.  X.  sUtions 25c  to  LOO 

Private  line  instruments  l.OO 

Havelock  Ukivexsitv  Place  (including  Bbthany) 
(Incoming  service  on  entire  zone) 

local  zone 

EXCHANGE  SEavia 

$4.00  $&0O 

3.00  4.50 


'    Individual  line   Business    

2-party  line  '  Business    

ExtennoDS   Business    

Individual    line    Residence    

2-party  Residence   

Extensions  Residence  

Farm — Magneto   or  common   battery 

Farm — Lockout  system   

P.  B.  X.and  L  B.  X.  trunks   

P.  B.  X.  and  I.  B.  X.  stations 

One  way  trunks  terminating  on  telephone  a 
board    


ZOO 


;  View    (including   Nobual) 
(Incoming  service  on  entire  zone) 


In&vidnal  line   Business. 
2-paity  line  Business  


Extoisioni  Business  . 

In^vidual    line    Residence    

Z-paity   line   Residence    

Extensions  Residence  

Farai — Uagneto   or   common   battery. . 

Farm— Lockout   system    

r.  B.  X.  or  I.  B.  X.  trunks 

P.  B.  X.  or  I.  fi.  X.  stations 


Rayuokd,  Waverly,  Davey  / 
(Incoming  service  on  ent 


ZOO 
2.50 
6.00 


Individnal  line  Business  . 
2-party  line  Business  .... 


BEBVICE 

$6.00 
4J0 
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Extensions  Business  SO  1.00 

Individual   line   Residence    175                       2.25 

2-party  line  Residence    1.25                       1.75 

Extensions  Residence  .50                         .50 

Farm— Magneto   or   common    battery 1.50                       2.00 

Farm — Lockout    system    2.50 

P.  B.  X.  or  I.  B.  X.  trunks 6.00 

P.  B.  X.  or  1.  B.  X.  stations 25c.  to  1.00 

The  farm  rates  shall  apply  to  service  not  exceed- 
ing ten  on  a  line. 

All  "extra  mileage"  charges  within  the  zone  are 
abrogated,  except  as  to  individual  lines  extending 
beyond  city  limits. 

The  local  exchange  subscribers  may  be  called  by  any 
subscriber  in  the  entire  zone  who  is  paying  zone 
rates ;  where  subscribers  paying  only  local  exchange 
rates  desire  connections  with  subscribers  in  the  zone, 
cutside  of  their  local  exdunge,  a  toll  or  connection 
charge  will  be  made  for  each  connection  of  live  cents  $  ,05 

RBlfOTAI^  Am  CHAHOS: 

Moving  charge  within  building  or  change  of  class 
of  instrument   2.00 

Moving   charge    from  one   building   to   another. . .  2.50 

Where  installation  is  made  for  less  than  one  full 
year's  service  a  charge  will  be  made  for  sudi  in- 
stallation per  telephone  installed  of 2.00 

No  charge  will  be  made  for  removing  a  telephone  from  one  location  to 
another,  if  telephone  desired  moved  has  been  used  at  the  one  location  for 
at  least  the  preceding  twelve  consecutive  months. 

No  Charge  will  be  made  when  necessity  for  change  or  removal  is  oc- 
casioned by  lire,  or  when  it  is  because  of  making  a  new  contract  for  a 
higher  or  more  expensive  grade  of  service  in  the  new  location,  at  advance 
of  cost  of  at  least  fifty  cents  per  month. 

No  charge  will  be  made  for  removal  where  subscriber  moves  to  location 
at  which  a  telephone  is  already  installed  for  the  class  of  service  desired. 

-Any  other  or  special  service,  not  enumerated  above,  shall  be  charged  for  at 

rates  now  on   file  or  that  may   be  authorized  on  application   duly   made  to 

.  the  Cor 


/*  is  further  ordered,  That  ,  beginning  with  July  1,  1913, 
tlie  company  shall,  in  so  far  as  it  is  possible  and  consistent 
with  the  system  of  accounts  promulgated  hy  the  Interstate 
Commerce  Commission,  separate  expenses  as  between  toll 
and  exchange  operation,  and  keep  exact  and  separate  ac- 
count of  additions  and  betterments  as  well  as  of  plant  aban- 
doned or  displaced  within  the  Lincoln  zone. 

It  is  further  ordered.  Tliat,  until  the  further  orders  of  the 
Commission,  "tlie  Lincoln  Telephone  &  Telegraph  Company 
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shall  submit  to  the  Commission  monthly  full  reports  of  its 
operation  for  the  entire  plant,  and  also,  in  full  detail  separ- 
ately, the  exchange  revenues  by  classifications  for  the  Lincoln 
zone,  and  to  concurrently  also  make  detailed  report,  by  full 
subdivisions,  of  all  operating  expenses  within  the  zone,  giv- 
ing especial  attention  to  the  expenditures  for  maintenance 
and  realized  depreciation,  and  showing  the  unused  part  of 
the  depreciation  found  set  aside  for  the  Lincoln  zone  under 
this  order. 

It  is  further  ordered.  That  the  company  shall  submit 
monthly  full  and  detailed  reports  of  all  "reported"  and  "de- 
veloped" troubles,  to  the  end  that  the  Commission  may  keep 
in  close  tonch  with  the  operating  conditions  of  the  plant 
and  efficiency  of  the  service,  and  also  make  monthly  report 
of  all  subscriber's  stations  in  service  in  the  Lincoln  zone 
by  the  various  classifications  as  established  in  the  above 
schedule  of  rates. 

Made  and  entered  at  Lincoln,  Nebraska,  this  26th  day  of 
June,  1913. 
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PART  II. 

COMMISSION  ORDERS,  RULINGS  AND  DECISIONS 
OF  INTEREST  TO  TELEPHONE  AND  TEI^GBAPH 
COMPANIES. 

[Nole:   Owing  to  lack  of  space,  only  summary  siatenunts  of  many  of  tiu 
dttitiont  involving  points  of  inttrtst  are  printtd  in  this  Ltafiel. — £rf.) 

CALIFORNIA. 

Railroad  Commiwion. 

In  the  Matter  op  the  Application  of  (Central  Pacific 
Railway  Company,  Southbbn  Pacific  Bailboad  Com- 
pany AND  Southebn  Pacific  Company  ii-oh  Authoriza- 
tion TO  Make  a  Lease  of  a  Certain  Railroad;  to  Makr 
A  Bale  op  a  Certain  Railroad;  to  Make  a  Contract 
FOR  THE  Joint  Use  and  Possession  of  a  Certain  Rail- 
road; TO  Make  a  Contract  fob  Running  and  Trackage 
Rights  oyer  a  Certain  Railroad;  and  to  Make  a  Con- 
tract FOR  the  Joint  Use  of  Certain  Railroad  Ter- 
minals. 

Application  No.  409 — Decision  No.  504. 
Decided  March  14,  ifiij. 

DiuuocUtioa  of  Union  Pacific  and  Southern  Pacific — Attitude  of  Cora- 
miHioa — Sale  of  Southern  Pacific  Stock  to  Kuhn-Loeb  Syndicate 
Not  Favored — Sale  of  Central  Pacific  Stock  to  Union  Pa- 
cific Not  Favorcd—Lcase  of  Central  Pacific  to 
Union    Pacific    Approved   Conditionally 
— Ezcluaive  Privileges  to  Union 
Pacific  from  Southern  Pa- 
cific Dta^proved. 

Upon   application    for    a    statement    of    the    Commission's   position    with 

reference  to  a  certain  modified  unmerging  agreementr  including  the   lease 

of  the   Central   Pacific   to  the   Union   Pacific,   the  Commission   reiterated   its 

adherence  to  all  the  conditions  and  principles  set  forth  in  its  former  opinion 
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and  order  in  Application  Na  409*,  wherein  the  conditions  upon  which  the 
Commission  would  approve  any  plan  proposed  were  enumerated.  In  that 
opinion,  the  Commissian  had  expressed  its  fears  that  the  acquisition  by  the 
Kuhn-Locb  syndicate  of  the  Southern  Pacific  stock  owned  by  the  Union 
Pact^c  would  result  in  the  practical  control  of  the  Soutbem  Pacific  1^ 
stockholders  of  the  Union  Pacific,  and  that  even  if  a  complete  disassociation 
wtK  effected,  the  sale  of  the  Central  Pacific  stock  to  the  Union  Pacific 
would  result  in  breaking  up  a  w ell-con struct«d  single  system  of  railroad! 
in  the  State  of  California  into  two  disassociated  and  incomplete  systems, 
neither  of  which  would  be  adequate  to  serve  conveniently  the  trafBc  needs 
of  the  State.  The  Commission  recognized,  however,  Chat  these  matters 
were  beyond  its  jurisdiction  and  stated  that  if  the  federal  authorities  insisted 
upon  the  sale  of  die  Central  Pacific  stock  to  the  Union  Pacific,  the  Com- 
mtssjon  would  not  withhold  its  approval  of  the  lease  of  the  property  of 
the  Central  Pacific  to  the  Union  Pacific,  since  the  lease  would  involve  no 
greater  control  over  the  policy  of  the  road  than  could  be  exercised  throi^ 
entire  stock  owner^p.  The  Commission  again  expressed  its  disapproval 
of  any  plan  under  wtiich  the  Union  Pacific,  through  control  of  the  Central 
Pacific,  would  receive  exclusive  privileges  from  the  Southern  Pacific  to 
which,  as  a  competing  line,  it  would  be  no  more  entitled  than  any  other 
competing  line.  In  conclusion  it  was  stated  ^t  if  it  is  not  the  design 
of  the  proposed  new  traffic  arrangements  to  circumvent  the  Commission's 
previous  decision,  the  Commission  will  not  interfere  with  the  unmer^ng 
plan  as  amended,  but  if  the  design  is  to  evade  the  effect  of  the  conditions 
heretofore  imposed,  the  Commission  will  prevent  d)e  consummation  of  the 
new  plan  in  so  far  as  it  is  within  its  power  to  do  so.f 

REPOBT. 

TBLEGEA.M. 

San  FEANCI8CO,  Caufobnia,  March  14,  1913. 

Honorable  James  McReynolds,  Attorney  Genial,  care  of 
United  States  Circuit  Court  of  Appeals,  St.  Louis,  Mo. 

Dbab  Sib:  BepreseDtatives  of  the  Union,  Southern  and 
Central  Pacific  appeared  before  this  Commission  last  night 
asking  for  a  statement  of  its  position  with  reference  to  a 
certain  modified  unmerging  agreement  and  the  position  of 
this  CoDuniBsioD  is  embodied  in  tlie  following  statement: 

Heretofore  on  tlie  twenty-fourth  daj  of  February,  1913, 
tbuB  Commission  approved  with  certain  conditions  the  ap- 
plication of  the  Central  Pacific  Railway  Company,  the 
Southern    Pacific    Bailroad    Company    and    the    Soutliem 

•Printed  in  Commission  Leaflet  No.  16,  at  page  566. — Ed. 
^Editor's  headnote. 
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Pai'ific  Compauy  to  enter  into  certain  relationships  set  out 
in  full  ill  tlie  opinion*  heretofore  rendered.  Tliis  Coniinis- 
sion  granted  the  apiilication  upon  seven  conditions,  all  of 
which  appear  in  the  order"  heretofore  rendered,  reference 
to  which  is  had  for  particulars. 

On  February- 22d,  the  Union  Pacific  Bailroad  Company 
and  the  Central  Pacific  Railway  Company  filetl  an  applica- 
tion wherein  approval  of  this  Commission  was  asked  of  a 
lease  set  out  therein  by  the  Central  Pacific  Railway  Company 
to  the  Union  Pacific  Railroad  Company  of  all  the  property 
of  the  Central  Pacific  Railway  Company  located  within  the 
State  of  California  south  of  Tehama.  By  reason  of  Mr. 
Lovett's  statement  that  the  imposition  of  any  conditions  by 
this  Commission  would  defeat  the  agreement,  no  specific 
action  has  been  taken  upon  the  application  for  approval  of  the 
lease. 

On  March  13th,  1913,  the  Union  Pacific  Railroad  Company 
and  the  Central  Pacific  Railway  Company  appeared  before 
this  Commission  urging  the  approval  of  said  lease,  and  pre- 
senting a.  telegram  from  R.  S.  Lovett,  chairman  of  the  board 
of  directors  of  the  Union  Pacific  Railroad  Company  to  the 
attorneys  of  the  Union  Pacific  Railroad  Company  and  the 
Central  Pacific  Railway  Company  in  San  Francisco,  in  form 
as  follows: 

"The  parties  have  practically  agreed  upon  a  modifica- 
tion of  agreement  of  February  8,  1913,  which  eliminates 
moat  of  the  features  deemed  objectionable  by  the  Rail- 
road Commission  or  as  to  which  the  Commission  iipposed 
conditions.  Circuit  jiidges  have  expressed  a  willingness 
to  grant  hearing  on  modified  plan  on  Saturday  morning. 
Underwriting  Syndicate  expires  on  Saturday  unless  we 
obtain  by  that  time  decree  of  district  court  and  all  neces- 
sary approval  of  California  Commission  as  hereinafter 
stated,  namely: 

First — Approval  of  lease  of  line  from  Tehama  to 
Oregon  boundary,  form  lease  and  provisions  concerning 
same  being  unchanged  from  agreement  of  February  8, 

*The  opinion  and  order  of  the  Commission  are  printed  in  CommiMioa 
Leaflet  No.  16,  at  page  566.— Ed. 
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1913,  except  by  addition  of  provisions  that  valuation 
determined  as  provided  in  tlie  agrt^ement  «liall  lie  Mnltjet-t 
to  review  by  Commission. 

Second — Sale  of  California  portion  of  line  from  \\'ei'ii 
to  Klamath  Falls  and  Natron  at  a  price  representing' 
the  cost  of  said  portion  of  the  line. 

Third — A  lease  by  the  Central  Pacific  Railway  Com- 
pany to  Union  Pacific  Bailroad  Company  in  the  form 
propose^l  in  the  application  filed  with  the  CommisHion 
on  Febrnary  19th  which  covers  all  the  property  of  the 
Central  Pacific,  except  the  lines  north  of  Tehama.  Tiie 
modified  agreetnent  will  eliminate  all  provisions  as  to 
the  joint  use  of  the  Renicia  line,  the  joint  use  of  ter- 
minals and  the  trackage  and  running  rights  from 
Newark  and  Redwood  and  from  Redwood  to  San  Fran- 
cisco, thus  leaving  for  the  Commission's  approval  only 
the  three  matters  above  mentioned.  The  lease  of  the 
Central  Pacific  to  the  Union  Pacific  does  not  suiwrwile 
the  sale  of  the  Central  Pacific  stock,  but  is  required  in 
addition  thereto  ia  order  to  secure  the  necessary  consent 
of  the  French  banks.  The  approval  of  the  Commission 
as  to  valuation  of  the  line  north  of  Tehama  may  of 
course  be  reserved  by  the  Commission  for  future  action 
if  the  lease  and  sale  of  these  lines  are  approved,  subject 
only  to  the  reserve  power  to  review  the  valuation.  Hut 
the  approval  of  the  lease  of  the  Central  Pacific  to  the 
Union  Pacific  must  be  given  immediately  and  uncon- 
ditionally. If  the  Commission  will  give  its  approval  of 
the  foregoing  matter,  there  is  a  possibility  that  we  may 
obtain  the  approval  of  the  court  on  Saturday,  hut  if 
the  approval  of  the  Commission  and  of  the  court  are 
not  obtained  by  Saturday,  the  Undenvriting  Syndicate 
is  lost  and  the  entire  plan  is  defeated.  Please  take  the 
matter  up  with  the  Commission  at  once  and  advise 
result.  Special  haste  required,  because  in  case  we  are 
to  attempt  to  have  a  hearing  in  St.  Louis  on  Saturday, 
representatives  and  revised  papers  must  leave  for  St. 
TiOuis  at  six  thirty,  New  York  time,  to-night." 
At  an  informal  hearing,  the  matter  was  presented  to  the 
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Commisaion  and  objections  to  certain  features  of  the  revised 
plan  were  presented  by  attorneys  for  the  Western  Pacific 
Railway  Company,  which  company  was  an  intervenor  in  the 
main  rase.  The  Commission,  after  carefufly  conndMiug  the 
representations  of  the  partis  herein,  and  desiring  not  to 
impede  a  settlement  of  the  matters  arising  out  of  the  merger 
suit,  so-called,  will  state  generally  what  its  attitude  is  with 
reference  to  this  application.  We  cannot  pass  formally  or 
specifically  on  the  matter  for  the  reason  that  the  presentation 
which  has  been  made  to  the  Commission  has  been  wholly  in- 
adequate to  acquaint,  the  Commission  with  the  agreements 
which  have  been  entered  into  or  are  to  be  entered  into  in 
connection  with  the  matter. 

We  reiterate  our  adherence  to  all  of  tlie  conditions  set  out 
in  our  main  opinion  and  order  in  Application  No.  409*,  and 
any  promise  of  approval  herein  is  subject  to  all  of  the  con- 
ditions therein  set  out.  The  Commission  will  adhere  to  each 
of  said  conditions  and  to  the  principles  underlying  them. 

Taking  the  telegram  as  interpreted  by  the  attorneys  for 
the  applicants,  we  are  willing  to  approve  the  matters  con- 
tained in  the  first  and  second  divisions  thereof,  these  two 
propositions  being  in  substantially  the  same  form  in  which 
they  were  originally  presented  to  this  Commission. 

We  have  heretofore,  in  our  main"  and  supplemental 
opinionst,  set  out  in  full  our  objections  to  the  sale  of  the 
stock  of  the  Central  Pacific  to  the  Union  Pacific.  We  like- 
wise discussed  the  possible  effect  of  the  acquisition  by  the 
Kuhn-T.rf)el)  syndicate  of  the  stock  of  the  Southern  Pacific 
now  owned  by  the  Union  Pacific.  Nothing  has  subsequently 
happened  to  cause  us  to  change  our  opinion.  We  expressed 
the  fear  that  the  purchase  of  the  Southern  Pacific  stock  by 
the  Kuhn-Loeb  syndicate  would  result  in  the  practical  con- 
trol of  the  Southern  Pacific  by  stockliolders  of  the  Union 
Pacific  80  that  there  would  in  reality  be  but  one  agency  in 
control  of  these  two  alleged  or  supposedly  competing  com- 
panies, thus  entirely  defeating  the  object  sought  to  be  brought 
about  by  the  Supreme  Court  of  the  United  States.    We  also 
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expressed  the  fear  that  even  if  a  complete  disassociatioii 
were  effected,  the  acquisition  of  the  Central  Pacific  by  the 
Union  Pacific  would  result  in  breaking  up  a  well-constructed 
single  system  of  railroads  in  this  state  into  two  disassociated 
and  incomplete  systems  neither  of  which  would  be  adequate 
conveniently  to  serve  the  traffic  needs  of  the  State  of  Cali- 
fornia. 

To  these  two  important  matters  we  respectfully  call  the 
attention  of  the  federal  court  and  of  the  attorney  general. 

These  being  matters  over  which  we  have  no  jurisdiction, 
we  have  contented  ourselves  by  calling  them  to  the  attention 
of  the  federal  government,  which  has  the  sole  power  to  pre- 
vent the  consummation  of  these  arrangements  in  these  re- 
spects. As  we  said  in  our  former  opinion*,  however,  if 
after  calling  these  matters  to  the  attention  of  the  federal 
authorities,  such  authorities  insist  on  the  sale  by  the  Southern 
Pacific  to  the  Union  Pacific  of  the  Central  Pacific  stock,  we 
will  not  be  disposed  to  withhold  our  approval  of  those  niat- 
ters  which  come  within  our  jurisdiction  after  they  shall 
have  been  formally  and  completely  presented  in  the  usual 
manner,  provided  that  no  material  changes  appear  in  tlie 
plan  thus  to  be  presented. 

If  then,  the  federal  authorities  insist  upon  a  sale  of  this 
Central  Pacific  stock,  we  see  no  reason  why  a  lease  of  the 
property  of  the  Central  Pacific  should  not  be  had  to  the 
Union  Pacific,  which  through  stock  ownership  would  control 
the  polity  of  the  road  in  any  event,  but  we  do  not  feel 
disposed  to  pass  definitely  upon  any  particular  lease  at  this 
time.  Subject  to  what  is  herein  said,  we  are  willing  to  say 
that  a  lease  substantially  in  the  form  presented  in  the  appli- 
cation here  under  consideration  will  be  approved  in  the 
event  the  federal  authorities  require  the  sale  of  the  Central 
Pacific  stock  to  the  Union  Pacific.  The  approval  of  tliis, 
lease,  it  should  be  specifically  understood,  shall  not  in  any 
wise  impair  or  change  any  of  the  conditions  heretofore  set 
out  in  the  order  in  application  No.  409.* 

It  is  not  onr  disposition  to  stand  in  the  way  of  the  sub- 
stitution of  the  Union  Pacific  for  the  Central  Pacific  in  the 
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control  of  tbe  property  of  tbe  Central  Pacific,  io  tlic  event 
tlic  Union  Pacific  is  permitted  to  secure  all  of  the  stock  of 
said  Central  Pacific.  The  grant  of  the  lease  under  such 
circumstances  will,  in  our  opinion,  be  a  mere  matter  of  ctni- 
venience,  and  will  not  add  to  the  substantial  control  of  the 
property  which  can  be  exercised  through  entire  stock  owner- 
ship. 

We  do  not  desire  to  quibble,  and  we  desire  to  go  iin  record 
with  sufficient  definiteness  to  enable  both  the  parties  to  this 
agreement  and  the  federal  autlioritie»  to  determine  just  what 
our  position  is,  so  that  any  action  which  may  he  taken  in 
contemplation'  of  a  modified  agreement  may  be  taken  with 
full  understanding  of  what  to  expect-fram  this  Commission, 
We  have  heretofore  indicated  our  entire  disapproval  of  any 
plan  whereby  tbe  Union  Pacific,  through  the  Central  Pacific, 
shall  be  given  exclusive  privileges  by  the  Southern  Pacific 
to  which,  in  our  opinion,  as  a  competing  line  it  is  no  more 
entitled  than  any  other  competing  line.  We  have,  however, 
indicated  that  any  necessities  which  arise  by  reason  of  the 
fact  that  some  of  the  facilities  of  the  Southern  Pacific  and 
the  Central  Pacific  are  inextricably  combined  will  be 
recognized  by  us.  But  there  is  certainly  no  reason  why  tiie 
Union  Pacific  through  the  Central  Pacific  at  Sacramento, 
should  be  treated  by  the  Southern  Pacific  as  a  preferre<I 
connection  as  regards  the  short  line  of  the  Southern  Pacific 
by  way  of  Benicia  to  Oakland.  We  have  absolutely  no  objw- 
tion  to  a  traffic  arrangement  whereby  the  Union  Pacific 
trafllc  is  turned  over  to  the  Southern  Pacific  at  Sacramento 
and  conveyed  thence  to  San  Francisco  over  the  Benii-ia  line, 
and  the  same  may  be  said  for  Union  Pacific  traffic  originat- 
ing at  bay  points.  Yet,  if  such  an  arrangement  is  desirable 
from  the  standpoint  of  the  Southern  Pacific,  certainly  it 
should  be  willing  to  perform  a  like  service  for  the  Western 
Pacific,  or  any  other  competing  line,  for  a  like  payment, 
and  tbe  Union  Pacific,  desiring  only  that  the  service  be 
performed  for  it  for  the  stated  compensation,  of  course  can 
have  no  interest  in  preventing  the  Southern  Pacific  from 
making  more  money  by  performing  for  another  line  a  like 
traffic  service  for  adequate  consideration.    In  this  connection 
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we  call  attention  to  the  provisions  of  article  twelve,  section 
seventeen  of  the  Constitution  of  the  State  of  California, 
'  which  reads  as  follows : 

"Every  railroad  company  shall  have  die  right  with  its  road  to  intersect, 
connect  with,  or  cross  any  other  railroad  and  shall  recdve  and  transport 
each  the  other's  passengers,  tonnage  and  cars  without  delay  or  discrimination." 

We  likewise  respectfully  call  attention  of  the  federal  au- 
thorities to  the  ease  detided  by  the  Interstate  Commerce 
(Vmuiission  on  February  lU,  1913,  entitled,  iS/.  Louis. 
Kltriiiffficld  and  Peoria  RaUroud  et  id.  vs.  Peoria  and  Hitring- 
field  I'nion  Railroad  Vomimny.  wiiei-ein  the  Interstate  Com- 
merce Commission,  at  least  as  far  as  terminals  are  conoerned, 
took  the  same  position  that  we  here  assume. 

The  Supreme  Court  wants  these  lines  to  be  unmerged  and 
we  will  prevent,  if  we  can,  combinations  in  such  unmerging. 
As  a  condition  to  any  approval  which  we  may  give  to  any 
matter  for  which  our  approval  is  required  by  law,  the  sub- 
stance of  our  conditions  respecting  the  Benicia  cutoff  and 
the  terminal  facilities  must  be  complied  with.  Therefore, 
any  trafllc  arrangement  which  will,  in  our  opinion,  serve  to 
evade  our  conditions  heretofore  imposed,  and  accomplish  by 
indirection  that  which  we  have  refused  to  approve  when 
wjuarely  presented,  will  be  considered  by  us  sufficient  ground 
to  warrant  our  withholding  our  approval  of  the  lease. 

AVe  cannot  uiidei-stand  why,  in  fairness  to  this  Commis- 
sion, the  new  traffic  arrangements  were  not  disclosed  to  us 
when  this  matter  was  presented.  We  assume,  of  course,  that 
these  roads,  acting  in  good  faith,  expect  to  comply  fully  with 
the  provisions  of  the  constitution  and  statutes  of  California 
so  far  as  applicable  to  their  affairs,  and  it  may  l>e  that  our 
fear  with  reference  to  this  matter  is  unfounded.  If,  as  a 
matter  of  fact,  the  design  of  the  proposed  new  traffic  arrange- 
ments, the  terms  of  which  we  do  not  know,  is  not  to  circum- 
vent the  previous  decision"  of  tliis  Commission,  then,  of 
course,  what  we  have  to  say  herein  will  not  at  all  interfere 
with  the  unmerging  plan  as  amended.  If,  on  the  other  hand, 
the  design  is  to  evade  the  effect  of  our  former  conditions, 
tlien  we  think  we  should  prevent  the  new  plan  from  being 
consummated  if  it  is  within  our  power  to  do  so. 
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We  caonut  uuderetand  why  abMulutely  open  and  frank 
dealings  cannot  be  had  with  reference  to  these  matters.  We 
cannot  conceive  any  reason  why  tlie  Southern  Pacific  ami 
the  Union  Pacific  in  keeping  with  the  mandate  of  the  tJu- 
preme  Court  cannot  actually  uumerge,  and  why  there  sliould 
be  any  attempt  to  reserve  to  the  Union  Pacific  an  advantais' 
or  preference  which  it  would  not  be  given  if  it  were  dealing, 
so  to  speak,  at  arm's  length  with  the  Southern  Pacific.  I^el 
U8  suppose  a  condition  wherein  the  Southern  Pacific  owikh! 
the  Benicia  line  from  Sacfamento  to  Oakland^  and  the  Uatoii 
Pacific  owned  all  of  the  property  of  the  Central  Pacific,  aiid 
that  there  were  no  entangling  alliances  whatsoever  tii:l:a'ccii 
the  two  corporations.  Is  it  to  be  supposed  that  under  those 
circumstances  the  Southern  Pacific  would  have  any  reason 
for  making  the  Union  Pacific  a  preferred  connection  at 
Sacramento,  and  would  it  not  desire  to  get  on  the  best  terms 
it  could  all  of  the  traffic  from  any  road  at  that  point?  It 
is  in  this  aspect  tliat  we  feel  that  the  decree  of  the  Supreme 
Court  requires  these  roads  to  be  considered,  and  we  hope  that 
the  roads  take  the  same  position  and  that  no  attempt  will 
be  made  to  assume  a  different  position  by  exclusive  or 
preferential  traffic  arrangements. 

As  we  have  already  said,  we  do  not  know  the  terms  of  this 
new  plan,  but  according  to  the  only  information  we  have, 
gleaned  from  the  press,  tlie  Union  Pacific  is  to  pay  tJie  same 
amount  for  the  property  as  was  contemplated  in  the  original 
plan.  If  this  bo  tnue,  coupled  with  the  statement  of  Judge 
Lovett  before  this  Commission,  that  they  were  buying  two 
tbinss,  namely,  first,  certain  property,  and,  second,  certain 
exclusive  privileges,  and  that  unless  they  could  get  these 
exclusive  privileges,  they  would  not  pay  the  same  amount 
for  the  property,  we  arej-ertainiy  justified  in  the  assumption, 
if  the  press  reports  are  true,  that  the  Union  Pacific  at  least 
thinks  it  is  getting  the  same  thing  by  this  alternative  method 
which  the  Commission  prevented  it  from  getting  by  the 
former  method.  If  our  information  is  incorrect  as  to  the 
price,  this  is  the  result  of  the  failure  to  present  to  us  the 
entire  scheme. 

Kespectfully, 
Railroad  Commission  of  Califobnia. 
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Long  Beach  Chambbe  ok  Commerce  vs.  Pacific  Electric 
Railway  Company, 

Case  No.  281— Decision  No.  533. 
Decided  March  sg,  igi;. 

Jnrifdktion  of  HnnictpalitiM  over  UtUidet — Surrender  of  Jurisdiction  to 


Section  23,  article  XII,  of  the  State  Constitution  as  amended  October  10, 
\9\\.  providing  that  the  powers  of  control  over  public  utilities  vested  in 
municipal  corporations  shall  remain  unimpaired  until  divested  in  a  spedlic 
manner,  to  wit,  by  a  majority  vote  of  the  electors  cast  at  an  election  to  be 
held  pursuant  to  laws  to  be  passed  thereafter  by  the  legislature,  and  the 
legislature  having  provided,  diapter  40,  Statutes  of  1911,  extra  session,  a 
complete  scheme  for  presenting  to  the  voters  the  question  of  the  retention 
or  relinquishment  of  powers  over  utilities  now  vested  in  municipalities, 

Held:  That  the  powers  now  vested  in  municipalities  over  public  utilities 
omnot  be  divested  through  the  adoption  of  a  charter  amendment,  but  must 
be  brought  about  under  the  scheme  provided  by  the  legislature  for  this 
purpose. 

The  petition  herein  dismissed,  the  complainant  having  asked  the  Commis- 
sion to  take  certain  action  under  a  charter  amendment  wherein  it  was 
attempted  to  convey  to  the  Commission  certain  jurisdiction  over  certain 
public  utilities.* 


In  the  Matter  op  the  Api'lication  of  Caufoenia  Western 
Raii.bi>au  and  Navigation  Company  to  Refund  to  the 
Union  Lumbbh  Company  and  the  Irvine  &  Muie  Lum- 
BEE  Company  Charges  Collected  in  Excess  of  Those 

AOBEED  TO  BY  CONTRACT. 

Application  Ni».  373 — Decision  No.  567. 

Decided  April   li,   ipij. 

Contrsct   for   Reduced    Rate    in    Return   for   Right   of   Way    inegal— 
DiKrimination — Cash    Payment   Proper. 

In  consideration  for  a  grant  of  rights  of  way.  the  predecessor  of  applicant, 
the  Union  Lumber  Company,  contracted  to  transport  stated  quantities  of 
forest  products  of  the  granlor,  (he  Irvine  &  Muir  Lumber  Company,  at 
$175  per  thousand  feet  B.  M.,  and  to  furnish  certain  transportation  facilities. 
Thereafter,  on  June  18,  1912,  applicant  filed  its  tariff  schedule  which  pro- 
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vided  a  rate  on  said  forest  products  of  $2.50  per  thousand,  and,  having 
collected  the  hi^er  rate  from  tlie  grantor,  seeks  permission,  under  section 
17-4  (6)  of  the  Public  Utilities  Act.  to  refund  the  difference  and  to  trans- 
port the  remainder  of  the  amount  covered  by  the  contract  at  the  lower  rate ; 
also  for  permission  to  make  refund  in  an  unspecified  amount  to  the  Union 
Lumber  Company. 

Held:  That  contracts  between  a  utility  and  its  patrons  for  a  valuable 
consideration,  entered  into  in  good  faith,  ^ould  be  approved  by  the  Com- 
.  mission  in  so  far  as  such  approval  will  not  result  in  discrimination,  but 
approval  of  this  contract,  on  the  terms  desired,  would  amount  to  a  dis- 
crimination. This  carrier  has  quite  properly  collected  the  tariff  rate  on 
a  commodity  involved  since  it  became  a  common  carrier,  and  it  should  be 
required  lo  do  so  hereafter.  * 

Held:  A  carrier  should  be  permitted  to  pay  an  agreed  price  for  rights 
of  way  which  it  has  secured.  The  trouble  with  the  present  arrangement, 
however,  is  that  it  is  difficult  to  determine  the  agreed  price.  A  procedure 
suggested  by  which  such  difficulty   might  be  overcome.     Application   denied. 

Appearance : 

C.  W.  Durbrow,  for  applicaDt. 

REPORT. 

ESHLBMAN,  Commissioner: 

The  applicant  herein  is  a  common  carrier  and  its  stock  is 
owned  by  tlie  Union  Lumber  Company,  A  portion  of  tint 
road  of  applicant  was  constructed  by  the  Union  Lumber 
Company  as  a  logging  road  to  be  used  in  conjunction  with 
its  lumber  business.  Thereafter  tlie  applicant  was  incor- 
porated as  a  common  carrier  and  the  stock  reserved  by  the 
Union  Lumber  Company,  Prior  to  such  incorporation  «»f 
the  applicant,  on  the  17th  day  of  March,  1903,  the  Union 
Lumber  Company  entered  into  an  agreement  with  Irvine 
&  Muir  Lumber  Company,  by  the  terms  of  which  aj^eement 
it  was  provided  that  said  Irvine  &  Muir  Lumber  Company 
should  grant  to  said  Union  Luinl>er  Company  rights  of  way 
over  its  lands,  and  in  consideration  for  said  grant  of  rights 
of  way  the  Union  Lumbt^r  Company  agreed  to  transport 
37,500,000  feet  of  lumber  from  Irmulco  to  Fort  Bragg  at  a 
rate  of  fl.75  per  thousand  feet  B.  M.  In  addition  thereto, 
the  Union  Lumber  Company  was  to  transport  1,000  cords  of 
tanbark  at  the  same  rate,  to  be  estimated  in  thousand  feet, 
and  was  to  furnish  wharfage  and  vessels  at  Fort  Bragg  for 
transportation  of  said  forest  products.     The  Irvine  &  Muir 
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Lumber  Company  was  to  load  all  cara  furnisheit  it  at  its 
mills.  Hliuulil  the  Union  Lumber  Company  subsequent  to 
salil  agreement  extend  its  railroad  to  the  town  of  Willits,  or 
any  point  easterly  of  the  lands  of  Irvine  &  JMuir  Lumber 
Company,  it  was  agreed  that  it  would  transport  forest 
products  for  said  Irvine  &  Muir  Lumber  Company  from  its 
mills  to  the  town  of  Willits  and  intermediate  points  at  rates 
not  exceeding  the  most  favorable  rates  granted  to  any  other 
sliipper  or  shippers  over  any  part  of  said  railroad. 

Thereafter,  on  the  30th  daj-  of  March,  1907,  after  the  in- 
corporation of  the  applicant,  a  tripartite  agreement  was  en- 
tered into  between  the  applicant  and  Union  Lumber  Com- 
pany and  Irvine  &  Muir  Lumber  Company,  which  as  far  as 
the  matter  befoi'e  this  Commission  is  concerned,  is  merely  a 
ratification  of  the  former  agreement  between  the  Union  Lum- 
ber Company  and  Irvine  &  Muir  Lumber  Company. 

On  the  18th  day  of  June,  1912,  applicant  filed  with  this 
Commission  its  local  Freight  Tariff  No.  2-A,  C.  K.  C.  No.  3, 
effective  June  20,  1912,  which  tariff  provides  for  rates  on 
forest  prwiucts  and  lumber,  between  the  points  involved  in 
the  contracts  heretofore  referred  to,  higher  than  the  con- 
tract rates  of  |!1.75  per  thousand  feet.  A  considerable  por- 
tion of  the  specified  amount  of  forest  products  covered  by 
the  contract  had  been  moved  before  the  applicant  became  a 
common  carrier,  but  on  all  such  commodities  traneimrted 
KUbsequent  to  the  effective  date  of  the  tariff  mentioned  ap- 
plicant has  collected  the  regular  tariff  rate  of  |2.50  per 
thousand  feet,  and  now  seeks  authority  to  refund  the  dif- 
ference to  the  Irvine  &  Muir  Lumber  Company,  and  likewise 
to  be  permitted  to  transport  the  remainder  of  the  amount 
covered  by  the  contract  at  the  lower  rate.  Applicant  like- 
wise asks  to  make  certain  refunds,  without  speci^ing  the 
amount  thereof,  to  the  Union  Luml»er  Company,  but  T  find 
nothing  in  the  evidence  or  the  contracts  which  at  all  war- 
rants such  application.  The  entire  amount  of  forest  products 
involved  are  the  property  of  Irvine  &  Muir  Lumber  Company, 
but  even  were  this  not  so  it  could  not  be  urged  that  there  was 
any  equity  in  a  reqiiest  of  the  Union  Lumber  Company  to 
be  given  the  advantage  of  a  rate  fixed  by  contract  when  the 
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contract  was  with  a  common  carrier  entirely  owned  by  said 
company. 

Applicant  bases  its  re<)ue8t  on  the  pn>vi8ion  of  Sectiou  17-4 
(&)  of  the  Public  Utilities  Act,  and  particularly  the  proviso 
tlierein.     Said  subsection  reads  as  follows: 

"Except  as  in  this  section  otherwise  provided,  no  public  utility  shall  charge, 
demand,  collect  or  receive  a  greater  or  less  or  different  compensation  for 
any  product  or  commodity  furnished  or  to  be  furnished,  or  for  any  service 
rendered  or  to  be  rendered,  than  the  rates,  toils,  rentals  and  charges  ap- 
plicable to  such  product  or  commodity  or  service  as  specified  in  its  schedules 
on  lile  and  in  elfect  at  the  time,  nor  shall  any  such  public  utility  refund 
'  or  remit,  directly  or  indirectly,  in  any  manner  or  by  any  device,  any  portion 
of  the  rates,  tolls,  rentals  and  charges  so  specified,  nor  extend  to  any  cor- 
poration or  person  any  form  of  contract  or  agreement  or  any  rule  or 
regulation  or  any  facility  or  privilege  except  such  as  are  regularly  and 
uniformly  extended  to  all  corporations  and  persons;  provided,  thai  the 
Commission  may  by  rule  or  order  establish  such  exceptions  from  the  opera- 
tion of  this  prohibition  as  it  may  consider  just  and  reasonable  as  to  each 
public  utility." 

It  is  not  entirely  clear  to  me  just  what  the  power  of  the 
Commission  is  under  the  proviso  in  this  section,  but  it  cer- 
tainly does  not  empower  the  Commission  to  approve  dis- 
criminatious,  and  I  am  clearly  of  the  opinion  that  to  permit 
tliis  carrier  to  charge  one  rate  to  the  Irriue  &  Muir  Lumber 
Company  by  reason  of  a  contract  entered  into  heretofore  be- 
tween said  lumber  company  and  this  common  carrier,  and 
another  rate  to  other  shippers  ilmilarly  situated,  would  be 
a  discrimination. 

It  was  suggested  at  the  hearing  that  the  applicant  publish 
a  rate  of  f  1,75  instead  of  its  present  rate  of  f2.50,  and  throw 
tills  rate  open  to  all  shippers.  This  the  applicant  is  unwilling 
to  do,  and  not  liaving  gone  into  the  reasonableness  of  the 
charge,  inasmuch  as  the  same  was  not  in  issue  in  this  case, 
we  cannot  at  tliis  time  i-equire  that  this  be  done. 

As  we  said  in  the  Cuyamaca  water  case,  Decision  No.  536*, 
we  believe  that  contracts  between  a  utility  and  its  patrons 
for  a  valuable  consideration,  entered  into  in  good  faith, 
should  be  approved  by  this  Commission  in  so  far  as  such 
approval  will  not  result  in  discrimination,  but  as  I  have 
already  said,  an  approval  of  this  contract  on  the  terms  desired 
would  certainly  amount  to  a  discrimination.  This  carrier 
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„Ci>ot^lc 


Appu  of  Cal.  West.  R.  R.  &  Nav.  Co.  199 

has  quite  properly  coUected  the  tariff  rate  on  the  commodity 
involved  since  it  became  a  common  carrier,  and  it  should  be 
required  to  do  so  hereafter. 

1  have  no  doubt  of  the  bona  Mes  of  the  transactions  and 
contracts  betweeu  the  applicant  and  the  Irvine  &  Muir  Lum- 
ber Company,  and  it  clearly  appears  that  the  latter  company 
gave  valuable  rights  of  way  and  other  privileges  to  the  ap- 
plicant and  its  predecessor,  in  return  for  this  special  rate, 
and  if  a  way  can  be  found  whereby  the  intent  of  tlie  parties 
to  these  contracts  can  be  effectuated  without  working  a  dis- 
crimination, it  is  my  belief  that  this  Commission  should  ap- 
prove the  same. 

Our  attention  is  called  to  the  ease  of  Weteetka  Light  and 
Water  Company  vs.  Fort  Smith  and  Western  Railroad  Com- 
pany, 12  I.  C.  Rep.  503.  In  that  case  Commissioner  Harlan, 
speaking  for  the  Commission,  in  referring  to  an  arrangement 
similar  to  the  one  here  involved,  says : 

"In  this  connection  it  is  proper  to  add  that  the  Commission  does  not 
approve  the  practice  of  some  carriers  of  repaying  advancements  made  by 
»  shipper  (or  llie  construction  of  a  swjlch  track  by  making  an  allowance 
to  him  of  a  delinite  amount  of  each  carload  of  freight  shipped  to  or  from 
his  manufacturing  plant.  Such  an  arrangement  presents  too  much  the 
appearance  of  a  purchase  of  property  by  the  carrier  with  transportation, 
which  is  contrary  to  the  principles  of  the  Act.  Undertakings  of  this  nature 
OD^t  to  be  evidenced  by  a  written  contract,  a  copy  of  which  ought  to  be 
filed  with  the  Commission.  Although  payments  to  be  made  by  the  carrier 
to  the  shipper  under  such  contracts  may  properly  be  determined  or  based 
on  the  number  of  carload  shipments  made  to  or  from  Che  industry,  such 
payments  ouf^t  not  to  be  made  out  of  the  rate  as  each  car  is  moved,  but 
ought  to  be  made  out  of  available  funds  at  the  end  of  definite  intervals, 
say  of  six  months  or  a  year.  When  the  entire  cost  has  thus  been  refunded, 
a  responsible  officer  of  the  company  ought  to  tile  with  the  Commission  a 
verified  statement  of  the  details  of  the  entire  transaction." 

It  can  not  be  doubted  that  a  carrier  should  be  permitted 
to  pay  an  agreed  price  for  rights  of  way  which  it  has  secured. 
The  trouble  with  the  present  arrangement,  however,  is  that 
it  is  difficult  to  determine  the  agreed  price.  If  the  entire 
amount  ^f  forest  products  covered  by  the  agreement  moves, 
and  the  rate  of  f2.50  per  thousand  feet  now  in  the  applicant's 
tariff  is  a  reasonable  rate,  and  there  were  no  other  covenants 
in  the  contract,  it  would  be  easy  to  determine  that  the 
amount  agreed  to  be  paid  for  the  right  of  way  was  the  dif- 
ference between  such  reasonable  rate  of  f  2.50  per  tliousand 
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feet  and  #1.75  per  thousand  feet  multiplied  by  the  uumber 
of  tbousaiid  feet  moviug.  We  have  a  right  to  assume,  how- 
ever, that  the  $2.50  iwv  thousand  feet  is  a  reasonable  rate, 
ami  if  the  oftioers  of  these  companies  are  willing  to  file  a 
verified  statement  with  this  Commission  tu  the  etfect  that 
under  all  the  circumstances  under  wtiich  these  contracts 
were  execlited  the  privileges  granted  by  the  Irvine  &  Muir 
I>umber  Company  to  the  California  Western  Railroad  and 
Xavigation  (Company  and  the  Union  Lumber  Company,  as 
its  predecessor,  are  reasonably  worth  the  aggregate  amount 
by  which  the  freight  rate  at  f2.o0  per  thousand  feet  on  the 
entire  amount  of  commodity  involved  exceeds  the  amount 
which  w(mld  be  paid  at  the  ?1.75  per  thousand  feet  rate,  or 
any  less  amount,  specifying  such  amount,  then  1  think  the 
Commission  should  interpose  no  objection  to  the  payment 
by  the  applicant  to  the  Irvine  &  Muir  Lumber  Company  of 
tlie  amovint  so  found  less  tiie  amount  which  had  already  been 
in  eflfeot  rebated  before  this  applicant  Iwcame  a  common 
carrier,  ami  1  reeommend  that  such  a  procedure  be  approved. 
As  far  as  the  present  application  is  concerned,  however,  it 
certainly  should  be  disraisseil,  and  whatever  payment  is  made 
considered  as  independent  of  the  rates  but  as  a  reasonable 
amount  To  be  paid  for  what  the  applicant  has  received  from 
Irvine  &  M\iir  Lumber  Company, 

I  recommend  the  following  form  of  order: 


California  Western  Kailroad  and  Navigation  Companj 
liaving  heretofore  filed  its  application  with  this  Commissirm. 
asking  to  be  permitted  to  charge  the  Irvine  &  Muir  Lumber 
Company  a  rate  of  $1,75  jjer  thousand  feet  on  forest  products 
between  Irmulfo  and  Fort  Hragg,  as  provided  in  a  certain 
contract  referred  to  in  the  opinion,  instead  of  the  rate  of 
|2.5fl  per  thousand  feet  between  the  same  points,  as  set  out 
in  its  Local  Freight  Tariff  No.  2-A,  C.  R.  C,  No.  3  effective 
June  20,  1912;  and  a  hearing  having  been  held  and  being 
appriseil  in  the  premises, 
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H  its  hereby  ordered,  That  the  said  application  be  and  tbe 
same  is  hereby  dismissed. 

Tbe  foregoing  opinion  and  order  are  liereby  approved  and 
ordered  filed  as  the  opinion  and  order  of  tbe  Railroad  Com- 
niission  of  the  State  of  California. 

Dated  at  San  Krancisco,  California,  this  lltb  day  of  April. 
1913. 


Tn  the  Mattbb  of  the  Application  of  Valley  Gas  and 
Fuel  Company  and  California  Coke  and  Gas 
Company  fob  an  Obdeb  Authoeizing  the  Tbans- 
FEE  AND  Sale  to  Los  Angeles  Gas  and  Blbctbic 
Cobpobation  of  Theib  Gas  Plant,  Distbibuting  Sys- 
tem   AND    FbANCHISES,    AND    THE    APPLICATION    OP    LoS 

Angeles  Gas  and  Electric  Cobpobation  to  Purchase 
Said  Pbopbsit. 

Application  No,  452. — Decision  No.  568. 

Decided  April  lo,  ip/j. 

Sale  to  CompetitDr — Cipiuluation  of  Duplicated  Property — Rates  De- 

teimined  b;  Interest  on  Bonded  I  ndcbtednesa— Duplicated 

Property  to  be  Paid  for  out  of  Reserve. 

The  properties  of  the  vendor  companies  are  operated  in  competition  with 
the  purchasing  company.  Application  is  made  for  approval  of  their  sale 
at  $175,000,  the  properties  being  valued  by  the  purchasing  company  at  $189,- 
309.67  and  for  approval  of  payment  of  part  of  the  consideration  by  the 
issue  of  bonds  of  the  purchasing  company  to  the  amount  of  75  per  cent, 
of  the  purchase  price,  to  wit,  ^131,250.  It  appeared  that  the  property 
to  be  acquired  will  be  discarded  from  use  to  the  extent  of  about  one-half 
its  present  value, 

Held:  In  view  of  the  natural  tendency  of  courts  to  award  a  rate  at  least 
high  enough  to  pay  interest  on  the  outstanding  bonded  indebtedness,  it  be- 
comes very  important  that  due  consideration  be  given  to  the  item  of  bonded 
indebtedness  (Smyth  vs.  Amet,  169  U.  S.  466).  If  a  utility  desires  to  buy 
out  its  competitor,  it  cannot  expect  that  the  public  authorities  will  permit 
it  to  take  on  additional  bonded  indebtedness  to  cover  that  portion  of  the 
property  which  it  will  scrap  or  junk  after  its  acquisition.  A  utility  has  no 
right  t(>  expect  the  public  authorities  to  authorize  the  capitalization  of  junk, 
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If  a  public  utility,  in  order  to  rid  itself  of  a  competitor,  desires  to  purcbast: 
its  entire  propeny,  including  that  portion  which  will  be  scrapped,  it  must 
expect  to  pay  for  the  scrap  out  of  its  reserve  or  in  some  other  way  which 
will  not  be  charged  up  against  the  public. 

Held:  That  the  purchase  and  sale  of  the  property  be  authoriied  for  the 
sum  of  $175,000,  and  that  the  purchasing  company  be  authorized  to  issue 
bonds  against  this  property  in  the  face  value  of  $87,500,  and  that  the  re- 
maining portion  of  the  purchase  price  be  taken  out  of  surplus  accrued 
to  date.  It  would  not  be  fair  to  provide  that  the  moneys  which  are  not 
to  be  secured  from  the  sale  of  bonds  should  be  taken  out  of  future  earnings, 
because  if  that  were  done,  the  public  would  pay  for  the  duplicated  property 
after  all,  as  it  would  be  compelled  to  pay  higher  rates  in  order  to  meet 
these  obligations.  If  the  property  which  is  not  to  be  used  in  connection 
with  the  supply  of  gas  in  the  territory  here  affected  is  hereafter  sold  or 
applied  to  a  beneficial  use  in  the  purchaser's  plant,  the  sale  price  or  the 
value  thereof  may  again  be  credited  to  surplus.* 


In  the  Matter  of  the  ArpurATiON  of  I^os  Angeles  Gas 
AND  EiJxrrEic  Coepohation  foe  an  Oeube  Authoeizino 
THE  Issue  anii  Sale  of  ItoNns,  in  the  Face  Value  of 
Nine  Hiindeed  Thouhand  Doli-abs. 

AppHcation  No.  453. — Decision  No.  569. 

Decided  April  lo,  19:3. 

Authorisation  of  Bond  luue. 

Applicant  granted  permission  to  issue,  on  or  before  .^pril  t,  1914,  first 
mortgage  5  per  cent,  bonds  in  the  face  amount  of  $900,000.  to  sell  ttie  first 
$250,000  thereof  at  9A]/i  per  cent,  and  the  remainder  at  94-5^  per  cent,  with 
accrued  interest  in  each  case,  and  to  apply  the  proceeds  to  the  following 
purposes:  (a)  for. the  purchase  of  the  gas  plant  of  California  Coke  and 
Gas  Company  and  the  gas  distributing  system  of  Valley  Gas  and  Fuel  Com- 
pany (see  Application  No.  452)t  bonds  not  exceeding  the  face  value  of 
$87,500;  (h)  for  the  reimbursement  of  moneys  expended  from  income  dur- 
ing the  last  year  for  the  acquisition  of  property,  etc.,  bonds  not  exceeding 
the  face  value  of  $396,000;  (c)  for  new  construction,  extensions  and  better- 
ments, bonds  not  exceeding  the  face  value  of  $416,500.* 

•Syllabus  prepared  by  the  Commission. — Ed. 
tPrinted  at  page  201  of  this  Leaflet.— Ed. 
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In  the  Mattbe  of  the  Appucation  op  Midway  Gas  Com- 
pany   FOR   A    CeBTIFICATB   OP   PUBUC   CONVENIENCE   AND 

Necessity   and  Authoeization   to   Exercise   Bights 

AND       PbIVILBGBS       UnDEB       FRANCHISES       HEBEnUFORE 

Granted  to  it  in  the  Counties  op  Keen  and  Los  An- 
geles and  in  the  Cities  op  San  Fernando  and  Burbank 
Under  Sections  50  A,  B  and  C  op  the  Public  ITtilities 
Act. 

Application  No.  202— Decision  No.  602. 

Decided  April   z$,  tgij. 

Application  No.  202,  Ptevioualy  Denied,  Now  Granted. 

A  denial  in  the  above  matter  having  been  entered  February  20,  19J3,* 
and  applicant  subsequently  having  filed  a  supplemental  petition  removing 
the  essential  objections  upon  which  the  denial  was  predicated, 

Htld:    That  the  application  be  granted.t 


In  the  Mattbe  op  the  Application  op  Angels'  Flight 
Bailwat  Company  to  Purchase  The  Angei^'  Flight 
Bailway  in  the  City  of  Los  Angeles. 

Application  No.306 — Decision  No.  605. 
Decided  April  2$,  J913. 

Sale — Capitalization  of  EaraitiE  Capacity — Future  Bond  I»uet  Subject 
to  Consent  of  Holdera  of  Ontitanding  Bonds. 

On  the  basis  of  the  earning  power  of  the  property  proposed  to  be  trans- 
ferred, the  vendee  company  asked  permission  10  capitalize  the  purchase  with 
the  issue  of  $100,000  capital  stock  and  $40,000  six  per  cent,  bonds  of  an 
authorized  issue  of  $100,000  bonds.  As  part  of  the  agreement  between  the 
parties,  no  additional  bonds  above  the  $40,000  were  to  be  issued  without 
the  consent  of  the  holders  of  a  majority  of  said  $40,000  bonds. 

•Printed  in  Commission  Leaflet  No.  17.  at  page  762.— Ed. 
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Held:  To  permit  holders  of  outstanding  bonds  lo  determine  whether  or 
not  additional  bonds  should  be  issued,  to  an  extent  usurps  the  functions  of 
the  Commission  and  places  in  the  hands  -of  individuals  the  power  to  seriously 
handicap  the  corporation. 

Held:  Jt  is  obvious  that  the  earning  basis  is  not  a  proper  one  upon  which 
to  base  capitalization  for  the  reason  that  public  utilities  being  subject  to 
rate  fixing,  capitalisation  based  on  earnings  to-day.  would  have  entirely  dif- 
ferent security,  and  probability  of  payment  were  these  rates  changed  by 
a  rate  Hxing  body  to-morrow.  Hence,  the  Commission  has  long  since  de- 
termined that  a  safe  basis  for  determining  what  capitalization  should  be 
permitted  on  a  given  properly,  is  the  value  of  such  properly.  Application 
granted  upon  conditions  precedent,  the  purchasing  company  being  permitted 
to  issue  $14,000  capital  stock  and  $40,000  bcmds.* 


In   the   JtATTBE   OP   THE   APPLICATION   OF   CiTRUS    UeLT   GaS 

.  Company  to  Buy  a  System  of  Gas  Pl.\nts  and  to 
Issue  Stocks,  Bonds  and  Notes,  and  of  P.  J.  Dubbell 
TO  Sell  A  System  of  Gas  Plants. 

Application  No.359 — Decision  No.  615 

Decided  April  28,  1913. 

Reorganisation  Sale — Capitalization  of  Earning  Capacity — Capitalitation 
of  Unpaid  Interest. 

Creditors  of  San  Bernardino  Valley  Gas  Company  having  purchased  the 
properties  of  said  company  at  bankruptcy  sale  on  July  30,  1912,  incorporated 
the  Citrus  Belt  Gas  Company,  the  applicant  herein,  to  take  over  and  operate 
the  gas  works  and  systems. 

The  San  Bernardino  Valley  Gas  Company  in  1909  acquired  the  gas  prop- 
erties of  Redlands  Gas  Company,  Home  Gas  and  Electric  Company  at  Red- 
lands,  Home  Gas  and  Lighting  Company  of  San  Bernardino.  Corona  Gas 
and  Electric  Company,  and  Colton  Gas  Company  at  an  appraised  valuation 
of  $602,700,  and  paid  for  same  $16,000  in  cash.  $319,500  in  promissory  notes, 
and  by  assuming  bonds  of  the  constituent  companies  amounting  to  $267,200. 
In  addition  to  the  above  indebtedness  of  $586,700,  bonds  of  one  of  the 
constituent  companies  to  the  amount  of  $84,000  had  been  pledged  as 
collateral  security  to  notes.  The  plan  cif  creditors'  reorganization,  as  sub- 
mitted for  approval,  called  for  the  assumption  by  applicant  of  the  $267,200 
imderlying  bonds;  the  discharge  in  full  of  creditors'  claims  amoimting  to 
$545,196,54  by  the  issue  of  $444.^00  income  bonds.  $100,796.54  promissory 
notes  and   $444,400  capital   stock.     Interest,   accumulated   largely   during   the 
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period  of  bankrupicy,  was  included  in  the  creditors'  claims.  By  reason  of 
the  foreguing,  the  initial  total  Rxed  liabilities  of  applicant  would  amount 
to  $812,396.54.  The  value  of  said  properties,  including  certain  securities  of 
L.  C.  Power  Company,  deemed,  for  the  purpose  of  this  application,  to  be 
between  $510,000  and  ^50,000. 

Held:  It  is  manifest  that,  under  the  proposed  plan  of  reorganiiation; 
Citrus  Belt  Gas  Company  would  be  insolvent  from  the  beginning.  If  San 
Bernardino  Valley  Gas  Company  could  not  pay  interest  on  $586,700  of 
obligations,  certainly  Citrus  Belt  Gas  Company,  with  the  same  properties, 
can  not  in  reason  be  expected  to  earn  interest  on  the  same  amount  of 
obligations  and  on  $225,696  in  addition.  Obviously,  the  on ly^  possible  way  in 
vhich  it  can  earn  the  interest  is  to  charge  exorbitant  rates  to  its  con- 
sumers, rates  which  must  be  based  on  fictitious  valuations.  The  proposed 
plan  of  reorganization,  therefore,  would  bring  about  conditions  directly 
adverse  to  the  declared  policy  of  the  State  as  expressed  in  the  Public 
Utilities  Act.  The  desire  to  issue  an  overabundance  of  notes  and  bonds  is 
an  effort  to  bridge  over  with  securities  the  accumulation  of  years  of  loss 
and  apparent  mismanagement.  If  the  value  of  this  property  is  not  greater 
than  jSSOflOO.  no  alchemy  of  finance  can  produce  a  value  of  $812,000.  .And 
:here  are  other  weighty  reasons  that  render  the  proposed  plan  of  reorganiza- 
tion unfortunate.  The  properties  have  been  allowed  to  depreciate.  The 
company  has  competition  in  the  rich  territory  of  San  Bernardino,  and  it 
is  in  evidence  that  natural  gas  may  be  introduced  in  the  field  served  by 
applicant.  It  is  also  in  evidence  that  Citrus  Belt  Gas  Company  must  make 
certain  extensions,  and  once  heavily  overloaded  with  obligations,  it  would 
find  itself  in  dire  straits  to  borrow  money  necessary  for  these  additions  to  its 
property. 

Htld:  The  item  of  interest  included  in  the  creditors'  claims  represents 
the  accumulation  of  unpaid  interest  mainly  during  bankruptcy.  The  pay- 
ment of  this  item  of  defaulted  interest  by  bonds  would  mean  the  capitaliza- 
tion of  bankruptcy.  This  is  not  sound  in  principle.  It  is  based  on  a 
theory  which  places  a  higher  valuation  on  failure  than  success. 

Held:  Tliat  a  proper  and  satisfactory  reorganization  of  these  properties 
under  the  ownership  of  Citrus  Belt  Gas  Company  will  require,  first,  that 
it  assume  the  indebtedness  represented  by  the  underlying  bonds  in  the  sum 
of  $267,2(X);  second,  ihat  it  assume  the  indebtedness  represented  by  the 
$84,000  of  Home  Gas  and  Electric  Company  collateral  bonds;  third,  that 
it  issue  promissory  notes  to  make  payments  upon  obligations  incurred  or 
upon  claims  outstanding  in  a  sum  not  to  exceed  $20,000  and  to  discharge 
smaller  claims  among  the  "accounts  payable"  in  a  sum  not  to  exceed  $5,000. 
making  a  total  of  $25,000  of  such  promissory  notes ;  and,  fourth,  that  it 
issue  its  shares  of  stock  to  such  other  claimants  as  may  be  entitled  to  share 
in  the  property,  to  wit,  of  the  amount  of  $200,000  par  value.* 
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Ix  THE  Mattes  op  the  Appijcation  of  Obo  Electbig  Cob- 

PORATION  FOB  A  CERTIFICATE  ThAT  PUBLIC  COXSTENIENCE 

AND  Necessity  Bequibb  and  Will  Rbquibe  the  Exer- 
cise BY  IT  OF  RiOllTS  AND  PBIVILEGES  UNDER  FKANCHISES 

Granted  to  It  by  the  City  of  Stockton,  by  Obdinance 
No.  566,  ArPBOVED  December  30,  1912,  and  by  the 
County  of  San  Joaquin,  by  Ordinance  No.  399,  Passed 
January  7,  1913,  Other  Than  the  Tbrritoby  as  to 
WHICH  Said  Cobpobation  Was  Granted  a  Ceetificatb 
OF  Public  Convenience  and  Necessity  by  Obder  of 
THE  Railroad  Commission  Dated  July  3,  1912,  as 
Modified  by  Its  Order  Dated  October  8,  1912. 

Application  No.  347 — Decision  No.  616. 
Decidfd  April  jg,  igij. 

Public  Convenience  and  Necesnty— Rates  and  Service  of  Company  in 

Field — Delinquency  of  Applicant — Protection  of  Utility  in 

Field— Public  Interest. 

Applicant  asked  permission,  under  section  50  of  the  Public  Utilities  .Act 
to  extend  its  electrical  distribution  system  and  to  furnish  electricity  in  the 
city  of  Stockton  and  certain  territory  adjacent  thereto  in  San  Joaquin  County 
in  pursuance  of  franchise  rights  and  privileges  granted  it  by  said  city  and 
county  Decemfcer  30,  1912,  and  January  7,  1913,  respectively.  The  Western 
Stales  Gas  and  Electric  Company,  engaged  exclusively  in  supplying  elec- 
tricity in  said  territory,  opposed  the  granting  of  the  application.  .Applicant 
claimed  that  its  service  would  be  superior  to  that  now  furnished  in  the 
territory  and  proposed  to  put  in  effect  a  schedule  of  rates  slightly  lower 
than  that  of  the  existing  company. 

The  Commission  found  that  the  Western  States  Oas  and  Electric  Com- 
pany was  serving  the  territory  as  completely  as  could  reasonably  be  ex- 
pected, but  that  its  service  has  not  been  what  it  should  be.  Also,  thai  the 
rates  proposed  by  applicant,  whidi  rales  are  in  part  slightly  lower  than 
those  of  the  existing  company,  can  reasonably  be  accorded  by  applicant. 
Principles  laid  down  in  the  leading  case  of  Pacific  Gas  and  Electric  Comftny 
vs.'  Grfat  Western  Power  Company,  Case  No.  269.  decided  June  16,  191Z' 
affirmed  and  this  case  distinguished  on  the  following  grounds,  to  wit: 

(1)  That  the  Western  States  Gas  and  Electric  Company  has  for  some 
time  been  engaged  in  the  work  of  reconstructing  two  inferior  systems  wWch 
it  acquired  and  in  unifying  the  same  so  as  to  improve  the  service,  prevent 
line  losses  and  establish  an  adequate  and  efficient  plant  and  system. 

<2)  That  applicant  has  failed,  in  compliance  with   representatibni  made 
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to  the  Commission  some  eight  months  previously,  to  make  certain  rate  re- 
ductions and  in  other  respects  was  delinquent  in  matters  arising  out  of  an 
earlier  application  by  it.     (Application  No.  64.) 

Held:  In  all  applications  henceforth  on  the  part  of  one  public  utility  to 
enter  the  territory  being  served  by  another  public  utility  of  like  character, 
the  Commission  will  look,  not  only  to  the  existing  utility,  but  also  to  the 
manner  in  which  the  applicant  has  fulfilled  its  duties  to  the  public  and 
complied  with  its  representations  to  the  Commission  with  reference  to 
territory  which  it  may  be  serving. 

Held:  The  Commission  does  not  look  with  favor  on  the  practice  of 
merely  "shading"  existing  rates.  A  utility  desiring  to  enter  a  field  being 
served  by  another  utility  of  like  character,  should  understand  that  it  can 
not  make  out  its  ease  by  simply  figuring  out  rales  slightly  lower  than  those 
of  the  existing  utility,  but  that  it  must  present  to  the  Commission  evidence 
clearly  showing  what  rate  it  can  reasonably  give  to  the  public  and  at  the 
same  time  secure  for  itself  a  reasonable  return  on  the  value  of  the  prop- 
erty actually  used  and  useful  for  the  public  purpose. 

Hfld:  We  wish  to  be  distinctly  understood  as  affirming  the  ruling  in 
the  Pacific  Gas  and  Electric  Company  case*  to  the  effect  that  Ihe  existing 
utility  and  the  applicant  are  to  be  judged  as  of  the  time  when  the  applica- 
tion is  filed.  We  wish  to  be  distinctly  understood  as  announcing  that  we 
will  not,  except  under  the  most  unusual  circumstances,  permit  an  existing 
riility  which  has  not  done  its  duty  to  the  public,  to  keep  its  field  to  itself 
by  agreeing  that  it  will  henceforth  improve  its  service  or  lower  its  rates 
or  more  completely  serve  the  field  or  in  any  other  respect  comply  with  its 
full  duty  to  the  public.  The  only  reason  why  we  do  not  judge  the  Western 
States  Company  as  of  the  day  when  the  Oro  Corporation  filed  its  applica- 
tion is  that  on  the  facts  of  this  case  it  would  be  unfair  and  unjust  to  do 
!o.  Feeling  as  we  do  that  the  Western  States  Company  has  been  "cauglrt" 
.-t  a  peculiarly  disadvantageous  time,  nevertheless  we.  would. grant  the  ap- 
plication in  this  case  unless  we  were  convinced  that  there  is  reasonable 
ground  for  believing  that  as  the  result  of  the  completion  of  the  reconstruc- 
tion work  the  Western  States  Company  will  be  at>le  to  do  its  full  duly, 
hoth  as  to  service  and  as  to  rates. 

Held:  A  wise  public  policy  demands  that  utilities  which  are  doing  their 
full  duty  to  the  public  shall  be  treated  with  fairness  and  justice  and  liberality, 
T-aA  they  shall  receive  such  protection  to  their  investments  as  they  may 
deserve,  subject  always  to  the  contingency  that  if  another  utility  can,  by 
reason  of  superior  natural  advantages  or  patented  processes  or  other  means. 
Rive  t»  the  public  a  service  as  good  as  the  existing  utility,  at  rates  materially 
less,  the  interests  of  die  public  must  be  deemed  paramount  and  Che  new 
utility  must  be  given  an  opportunity  to  serve  the  public. 

Application  granted  as  to  such  portions  of  San  Joaquin  County  as  lie 
south  of  the  right  of  way  of  the  Atchison.  Topeka  and  Santa  Fe  Railway 
Company,  extending  from  a  point  east  of  Bixler  through  Stockton  and 
Bumham  to  the  easterly  boundary  of  San  Joaquin  County,  other  than  the 
city  of  Stockton;  also  the  remaining  portion  of  said  county  lying  north  of 
the  right  of  way  of  said  railway  company  and  not  heretofore  excepted  in 
the  Commission's  order  and  supplemental  order  in  Application  No.  64. 
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With  reference  to  the  remaining  portion  of  the  territory  affected  by  this 
application,  including  the  city  of  Stockton  and  a  portion  of  San  Joaqnin 
County  adjacent  thereto,  the  Wcsicm  States  Company  given  ninety  days 
from  the  date  of  the  order  in  this  proceeding  yviihin  which  to  compltle  lU 
reconstrucrion  work.  If  the  Western  States  Company  shall  within  uiil 
time  have  satisfied  the  Commission  that  its  reconstruction  work  has  been 
completed,  and  that  its  service  has  become  what  it  should  be,  and  shall 
have  submitted  to  the  Commission  such  rates  as  the  company  may  dnm 
just  and  reasonable,  not  to  exceed,  in  general,  the  rates  which  the  Oro 
Corporation  has  shown  that  it  can  reasonably  accord,  the  Commission  will 
issue  a  supplemental  order'  denying  the  application  as  to  this  portion  of 
the  territory.  Otherwise  the  Commission  will,  by  its .  supplemental  onJer. 
grant  to  the  Oro  Corporation  its  application  in  lolo* 

Decision  No.  617. 

Decided  April  30,  1913. 

Authority  to  Preserve  Pruichtse. 

Permission  given  applicant  to  do  work  within  the  city  of  Stockton  under 
its  franchise  to  the  extent  to  which  such  work  is  necessary  to  preserve  in 
rights  under  said  franchise,  said  permit  not  to  be  construed  as  securing  1" 
applicant  any  right  to  exercise  any  privileges  under  said  franchise  if  thf 
Commiuion  shall  finally  deny  this  application  at  the  expiration  oi  lh( 
ninety  days  set  out  in  the  main  opinion  and  order,* 


In  the  Mattes  of  Ascertaining  the  Value  of  the  Proi'- 
EBTY  OF  the  Stockton  Terminal  and  Eastekx  Rail- 
BOAK  Company  Within  the  State  of  Caufobnlv. 

Case  No.  206— Decision  No.  618. 
Decided  April  30,  1913. 

Valuation  of  Railroad  Property — Organiiation,  Conitniction  and  Opera- 
tion— Stock  and   Bond  Issues — Revenues  and   Expenses — 
Original  Cost — Reproduction  Value —  Present  Value 

Proceeding  on  motion  of  Commission,  under  section  47  of  the  Public 
Utilities  Act.  to  ascertain  the  facts  entering  into  the  value  of  respondent's 
property  for  use,  to  the  extent  same  may  be  material,  in  any  future  pro- 
ceeding in  which  such  facts  may  become  relevant.  Findings  as  to  the  value 
of  respondent's  property  not  made  and  the  fact  that  a  finding  is  made  on 
a  particular  matter  is  not  to  be  taken  as  expressing  the  view  of  the  Com- 
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mission  that  that  particular  matter  should  enter  into  a  consideration  of 
thr  value  of  the  property  for  any  particular  purpose.  Findings  of  fact  with 
reference  to  different  elements  which,  properly  or  improperly,  have  from 
lime  to  lime  been  considered  by  the  courts  in  cases  in  which  the  value  of 
the  properly  of  a  railroad  company  has  been  material : 

III  Organization,  construction  and  operation; 

(2 J  Stocks  and  bonds; 

\3)  Revenues  and  expenses; 

(4)  Original  cost — term  defined.  The  Commission  finds  that  the  original 
cost  of  the  physical  elements,  including  percentages  for  engineering,  law 
expenses,  interest  during  construction  and  commissions,  of  the  operative 
property  of  respondent  company  as  of  June  30,  1912,  is  the  sum  of  $213,746.84. 

( 5 )  Reproduction  value — term  defined.  Method  o£  ascertaining  real 
estate  values — additions  to  estimate  of  reproduction  value  as  presented  by 
'ngineering  department.  The  Commission  finds  that  the  "reproduction 
value"  cost  of  the  operative  physical  property  of  the  respondent  company 
as  of  June  30,  1912,  on  the  assumption  that  the  work  is  done  in  one  job, 
is  not  to  exceed  the  sum  of  $215,918.24. 

(6)  Present  value — term  defined.  In  the  use  of  the  term,  it  is  not  in- 
tended  to    establish    the    ultimate    fact    of    present   value,    as    that    term    is 

"linarily  tised,  but  rather  the  "depreciated  reproduction  value"  of  the 
physical  elements  of  the  operative  property  as  of  June  30,  1912.  Items  added 
In  engineering  department's  estimate — the  Commission  finds  that  the  "present 
value",  as  defined,  of  the  operative  physical  property  of  respondent  company 
M  of  June  30.  1912,  is  not  to  exceed  the  sum  of  $202,118.27, 

ArPE.\RANCE8: 

M.  H.  H.  Hart,  for  Stockton  Terminal  and  Eastern  Bail- 
nmd  Company. 

REPORT. 

Thei.en,  Commiasxoner : 

This  iB  the  first  of  the  so-called  railroad  valuation  cases 
hrouRht  upon  the  Commission's  own  initiative  for  the  pur- 
pose of  ascertaining  the  facts  entering  into  the  value  of  the 
property  of  tlie  various  steam  railroad  corporations  in  the 
State  of  California. 

These  proceedings  were  originally  instituted  under  the 
provisions  of  section  20  of  the  Stetson  Act,  effective  Febru- 
ari-  10,  1911,  and  were  continued  under  the  provisions  of 
the  Public  Utilities  Act,  effective  March  23,  1912.  The  sec- 
tions of  the  Public  Utilities  Act  particularly  applicable  to 
these  proceedings  are  Sections  47  and  70,  reading  as  follows : 
Sec.  47.  "The  Commission  shall  have  power  to  ascertain  the  value  of 
the  property  of  every  public  utility  in  this  state  and  every  fact  which  in  its 
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judgment  may  or  does  have  any  bearing  on  such  value.     The  c 

shall  have  power  to  make  revaluations  from  time  to  time  and  li 

all  construction,  extensions  and  additions  to  the  property  of  every  public 

utility." 

"Sec.  ?0.  For  the  purpose  of  ascertaining  the  matters  and  things  specilied 
in  section  forty-seven  of  this  act,  concerning  the  value  of  the  property  of 
public  utilities,  the  commission  may  cause  a  hearing  or  hearings  to  be  held 
at  such  time  or  times  and  place  or  places  as  (he  commission  may  designate. 
Before  any  hearing  is  had,  the  commission  shall  give  the  public  utility 
affected  thereby  at  least  thirty  days'  written  notice,  specifying  the  time  and 
place  of  such  hearing-,  and  such  notice  shall  be  sufficient  to  authorize  the 
commission  to  inquire  into  the  matters  designated  in  this  section  and  in 
said  section  forty-seven  of  this  act,  but  this  provision  ^all  not  prevent  the 
commission  from  making  any  preliminary  examination  or  investigation  into 
the  matters  herein  referred  to,  or  from  inquiring  into  such  matters  in  any 
other  investigation  or  hearing.  All  public  utilities  affected  shall  be  entitled 
to  be  heard  and  to  introduce  evidence  at  such  hearing  or  hearings.  The 
commission  is  empowered  to  resort  to  any  other  source  of  information 
available.  The  evidence  introduced  at  such  hearing  shall  be  reduced  to 
writing  and  certified  under  the  seal  of  the  commission.  The  ( 
shall  make  and  tile  its  landings  of  fact  in  writing  upon  all  matters  c 
ing  which  evidence  shall  have  been  introduced  before  it  which  in  its  judg- 
ment have  bearing  on  the  value  of  the  property  of  the  public  Utility  affected 
Such  findings  rfiall  be  subject  to  review  by  the  supreme  court  of  this  state 
in  the  same  manner  and  within  the  same  time  as  other  orders  and  decision* 
of  the  commission.  The  findings  of  the  commission  so  made  and  filed,  when 
properly  cerEtfied  under  the  seal  of  the  commission,  shall  be  admissible  in 
evidence  in  any  action,  proceeding  or  hearing  before  the  commission  or 
any  court,  in  which  the  commission,  the  state  or  any  ofhcer,  department  or 
institution  thereof,  or  any  county,  city  and  county,  municipality  or  other 
body  politic  and  .the  public  utility  affected  may  be  interested,  whether  ari>- 
ing  under  the  provisions  of  this  act  or  otherwise,  and  such  findings,  when 
so  introduced,  shall  be  conclusive  evidence  of  the  facts  therein  stated  as 
of  the  date  therein  stated  under  conditions  then  existing,  and  such  facts 
can*  only  be  controverted  by  showing  a  subsequent  change  in  conditions 
bearing  upon  the  facts  therein  determined.  The  commission  may  from  time 
to  time  cause  further  hearings  and  investigations  to  be  had  for  the  purpose 
of  making  revaluations  or  ascertaining  the  value  of  any  betterments,  im- 
provements, additions  or  extensions  made  by  aiiy  public  utility  subsequent 
to  any  prior  hearing  or  investigation,  and  may  examine  into  all  matters 
which  may  change,  modify  or  affect  any  finding  of  fact  previously  made, 
and  may  at  such  time  make  findings  of  fact  supplementary  to  those  thereto- 
fore made.  Such  hearing  shall  be  had  upon  the  same  notice  and  be  con- 
ducted in  the  same  manner,  and  the  findings  so  made  shall  have  the  same 
force  and  effect  as  is  provided  herein  for  such  original  notice,  hearing  and 
finding;  provided,  that  such  findings  made  at  such  supplemental  hearings 
or  investigations  shall  be  considered  iit  connection  with  and  as  a  part  of 
the  original  findings  except  in  so  far  as  such  supplemental  findings  shall 
change  or  modify  the  findings  made  at  the  original  hearing  or  investigation.'' 
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Acting  under  these  etatutes,  this  Commission,  on  the  24th 
day  of  October,  1911,  instituted  on  its  own  motion,  an  in- 
vestigation into  the  facts  entering  into  the  value  of  the  prop- 
erty of  the  Stockton  Terminal  and  Eastern  Railroad  Com- 
pany. The  Commission  called  upon  said  company  to  furnish 
maps  and  profiles  of  its  line  of  railroad  and  an  inventory 
of  its  property  together  with  the  original  cost  thereof,  and 
also  requested  the  company,  if  it  desired  to  do  so,  to  submit 
an  estimate  of  the  reproduction  value  and  the  present  value 
thereof,  as  those  terms  are  hereinafter  defined.  Upon  re- 
ceipt of  this  information,  this  Commission's  engineering 
department  made  an  exhaustive  investigation  into  the  en- 
tire subject  matter,  as  will  hereinafter  appear  in  greater 
detail.  The  engineering  department  thereupon  presented 
to  this  Commission  its  report  with  reference  to  certain  ele- 
ments entering  into  the  value  of  the  property  of  this  com- . 
pany,  being  the  original  cost,  the  reproduction  value  aud 
the  present  value  of  the  physical  property  of  the  railroad, 
as  of  June  30,  1912.  A  time  of  taking  testimony  in  this 
case  was  thereupon  set  and  a  notice  of  the  hearing  was 
served  on  the  railroad  company,  accompanied  by  a  com- 
plete copy  of  the  report  of  this  Commission's  engineering 
department 

The  hearing  was  held  on  the  day  set  and  on  several  days 
thereafter.  The  railroad  company  in  general  agreed  with 
the  estimates  of  this  Commission's  engineering  department, 
but  claimed  that  certain  additions  aud  corrections  should 
be  made,  as  will  hereinafter  appear. 

'  In  making  findings  in  this  case,  I  shall  not  make  a  gen- 
eral finding  as  to  the  value  uf  the  property  of  this  railroad. 
Value  is  an  elusive  term,  and  what  may  properly  be  a  value 
for  one  purpose  may  be  entirely  improper  as  a  value  for  an- 
other purpose.  I  shall  rather  find  specific  facts  bearing  on 
the  qnestion  of  value,  as  shown  by  the  evidence  in  this  case, 
leaving  it  to  the  futnre  to  use  these  facts  or  such  thereof 
as  may  be  material,  in  any  proceeding  in  which  these  facts 
may  become  relevant.  The  fact  that  a  finding  is  made  on  a 
particular  matter  is  not  to  be  taken  as  expressing  the  view 
of  this  Commission  that  that  particnlar  matter  should  enter 
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into  a  cooeideration  of  the  value  of  the  property  of  this  rail- 
road company  for  any  particular  purpose.  For  instance,  1 
Bhall  find  in  this  case  that  it  cost  a  certain  amount  of  mone; 
to  sell  the  railroad  company's  stocks  and  bonds.  In  making 
this  finding  I  shall  not  pass  on  the  question  as  to  whether 
this  amount  was  a  reasonable  amount  of  money  to  expend 
for  that  purpose  or  whether  this  fact  should  be  considered  at 
'  all,  in  subsequent  controversies  affecting  this  railroad  as 
to  rates,  the  issues  of  securities,  or  in  other  matters.  I  shall 
content  myself  with  finding  the  facts  with  reference  to  dif- 
ferent elements  which,  properly  or  improperly,  have  from  time 
to  time  been  considered  by  the  courts  in  cases  in  which  the 
value  of  the  property  of  a  railroad  company  has  been  material. 
In  making  the  findings  of  the  fact  in  this  case,  I  shall  con- 
sider the  following  matters: 

1.  Organization,  construction  and  operation. 

2.  Stocks  and  bonds. 

3.  Revenues  and  expenses. 

4.  Original  cost,  as  defined. 

5.  Reproduction  value,  as  defined. 

6.  Present  value,  as  defined. 

1.  Organization,  Construction  and  Operation. 

The  Stockton  Terminal  and  Eastern  Railroad  Company 
was  incorporated  on  the  28th  day  of  October,  1908,  for  the 
purpose  of  constructing  and  operating  a  standanl  gauge 
railroad  for  the  carriage  of  passengers  and  freight  from  the 
city  of  Stockton  in  a  general  easterly  and  northeasterly  di- 
rection, to  a  point  in  Calaveras  County,  near  the  town  of 
Jenny  Lind,  for  an  estimated  distance  of  some  30  miles.  The 
plan  was  to  construct  this  lioe  of  railway  from  a  point  on 
the  water  front  in  the  city  of  Stockton  to  certain  rock  quar- 
ries located  near  the  town  of  Jenny  Lind.  The  railroad, 
as  hitherto  constructed,  has  not  reached  the  water  front  of 
Stockton  on  the  one  hand  nor  the  quarries  at  Jenny  Lind 
on  the  other,  but  consists  of  a  line  of  the  length  of  15.23 
miles  between  a  point  in  the  city  of  Stockton  near  the  north- 
erly boundary  line  thereof  and  the  station  of  "Pine,"  which 
station  is  distant  some  15  miles  southwesterly  from  Jenn; 
Lind. 
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CoDBtrnction  began  out  of  Stockton  in  the  year  1909,  and 
the  track  was  completed  to  the  station  Fine  id  August  1910, 
a  distance  of  15.23  miles. 

As  shown  by  the  Company's  annual  report  to  this  Com- 
mission for  the  year  ending  June  30,  1911,  the  road  was 
formally  taken  over  for  operation  on  April  1,  1911.  While 
the  company  claims  that  the  railroad  is  still  under  construc- 
tion, it  is  obvious,  as  a  matter  of  common  sense,  that  the 
railroad  since  April  1,  1911,  has  actually  been  under 
operation. 

The  railroad  throughout  its  length  traverses  a  rich  farm- 
ing country  of  flat  level  lands,  which  have  been  largely  sub- 
divided into  small  acreage  tracts.     The  main  products  con- 
sist of  fruit,  grapes,  grain  and  vegetables. 
2.  Stocks  and  Bonds. 

The  company's  authorized  capital  stock  cousists  of  6,000 
shares  of  the  par  value  of  f  100  each,,  being  a  total  authorized 
issue  of  1600,000.  Of  the  stock  so  authorized,  2,639  shares, 
having  a  par  value  of  f263,900,  hare  been  actually  issued. 
Of  these  shares  so  Issued,  9  are  held  by  the  directors.  The 
remaining  2,630  shares  are  owned  by  the  United  Investment 
Company,  which  company  seems  to  be  a  holding  company 
for  the  railroad  company.  The  United  Investment  Company 
sold  its  own  stock  to  the  public  and  from  the  proceeds  there- 
of paid  to  the  railroad  company  |183,000  for  common  stock 
of  the  par  value  of  |183,000.  The  remaining  800  shares  of  tlie 
railroad  company's  capital  stock,  owned  by  the  United  In- 
vestment Company,  were  issued  to  the  investment  company  at 
a  book  value  of  75  per  cent,  on  the  dollar,  in  return  for  a 
contract  by  which  the  investment  company  agreed,  in  order 
to  increase  the  salabilrty  of  the  bonds  of  the  railroad  com- 
pany, that  it  would,  upon  demand,  take  over  at  par  any  or 
all  of  ench  bonds  of  the  railroad  company  as  might  be  is- 
sned  and  sold  from  time  to  time,  and  would  issue  to  the 
holder  thereof  in  exchange  for  such  bonds  its  own  capital 
stock  at  prices  ranging  from  125  per  cent,  of  par  upward. 
While  this  agreement  was  supposed  to  render  applicant's 
bonds  more  salable,  the  contract,  as  a  matter  of  fact,  is  of 
little  or  no  value  to  the  railroad  company,  for  the  reason 
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that  few,  If  any,  of  the  railroad  company's  bondholders 
would  care  to  exchange  their  bonds  for  stock  in  the  invest- 
ment company.  From  the  issue  of  said  capital  stocb  of  the 
par  value  of  f263,900,  the  railroad  company  accordingly 
has  received  in  cash  the  sum  of  fl83,l}00. 

The  railroad  company  has  authorized  a  bond  issue  of  the 
face  value  of  $500,000,  secured  by  a  first  mortgage  on  its  en- 
tire property.  On  June  30,  1912,  being  the  date  as  of  which 
the  facts  in  this  case  are  to  be  ascertained,  the  railroad  com- 
pany has  issued  its  bonds  of  the  face  value  of  $53,700,  from 
which  bonds  it'  had  secured  the  sum  of  $48,060  in  cash, 
as  appears  from  the  railroad  company's  report  to  this  Com- 
mission for  the  year  ending  June  30,  1912. 

The  railroad  company  in  this  case  requested  a  finding 
with  reference  either  to  promotion  expense  or  the  cost  which 
has  been  incurred  in  selling  the  railroad  company's  stock 
and  bonds.  There  is  no  evidence  in  this  case  with  reference 
to  such  promotion  expenses,  if  any,  as  may  represent  the  time 
and  money  spent  by  the  individuals  who  promoted  this  en- 
terprise, other  than  such  expenditures  as  appears  in  the  origi- 
nal cost,  as  reported  by  the  railroad  and  as  found  by  this 
Commission's  engineering  department.  There  is  evidence, 
however,  as  to  the  expenditures  made  by  the  railroad  com- 
pany, either  in  stock  or  in  cash  in  connection  with  the  sale 
of  its  stocks  and  bonds.'  As  heretofore  stated,  the  railroad 
issued  to  the  Unitetl  Investment  Company  800  shares  of  its 
capital  stock,  having  the  par  value  of  $80,000,  for  the  purposes 
hereinbefore  specified.  The  railroad  company  claims  that 
in  thia  proceeding  it  should  be  allowed  such  proportion  of 
the  sum  of  $60,000,  at  which  figure  this  stock  was  issued  un- 
der contract,  as  the  length  of  the  present  operated  line  bears 
to  the  length  of  the  entire  line  as  contemplated.  As  the 
present  operated  line  is  15.23  miles  and  the  line,  as  contem- 
plated, is  30  miles,  it  is  apparent  that  the  amount  now 
claimed  by  the  railroad  company  for  this  purpose  would  be 
about  one  lialf  of  the  stocks  so  issued.  Without  finding 
whether  this  amount,  eitlier  in  stocks  or  in  money,  is  or  is 
not  a  reasonable  amount  to  be  paid  for  financing  the  rail- 
road company,  I  find  that  800  sliares  of  stock  were  issued 
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for  the  purpose  hereinbefore  specified  and  that  about  one- 
half  thereof  may  be  considered  as  chargeable  to  that  portion 
of  the  railroad  company's  proposed  line  of  railroad  which 
on  June  30,  1912,  was  actually  under  operation.  The  rail- 
road company  claims  that  it  should  be  allowed  the  items  of 
(1,316.33  for  bond  agents'  commissions  and  the  item  of  f7,- 
836.09  for  sundry  expenses  incident  to  the  sale  of  the  bondR. 
It  appears  from  the  books  of  the  railroad  company  that  these 
items  were  spent  for  the  purposes  indicated  and  they  may 
be  considered  for  what  they  may  be  worth. . 
3.  Bevenuea  and  Expenses. 

The  revenues  and  expenses  of  the  railroad  company  for 
the  year  ending  June  30,  1912,  appear  in  the  annual  report 
of  that  company  on  file  with  this  Cummission,  as  follows: 

Operating  Revenues. 

Freight  revenue   |8,990.19 

Passenger  revenue    5.949.08 

Excess  baggage  revenue  .25 

Express  revenue    2S2.S8 

Switching  revenue   54.00 

Car   service 201.00 

Total  Opesatikg  Revenues   $15,447.10 

Operatini:  Expenses. 

Maintenance  of  way  and  structures $2,395.13 

Maintenance  of  equipment  2,522.07 

Traffic  expenses  391.21 

Transportation  expenses  11,892,90 

General  expenses  3^51.62 

Total  Operating  Expenses 20,952.93 

Operating  Loss  $5,505.83 

During  this  same  year,  the  accrued  interest,  which  is  not 
included  in  the-  foregoing  statement  of  revenues  and  ex- 
penses, amounted  to  f2,953.50,  and  the  amount  of  interest 
paid  during  the  year  was  $2,364.  It  sliould  also  be  noted 
that  in  the  foregoing  statement  of  revenues  and  expenses,  no 
allowance  is  made  for  depreciation  and  taxes. 
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4.  Original  Cost. 

The  term  "original  4'08t",  as  used  in  this  opiiiion,  means 
(he  actual  expenditures,  in  cash  or  its  equivalent,  by  the  rail- 
road eoitipany  for  the  physical  elements  «»teping  into  its 
operative  property  as  of  June  30,  1912,  to  wliich  are  adde.l 
overhead  expenditures  for  engineering,  law,  interest  and  com- 
missi (ii>s  and  similar  items. 

Attached  Jiereto,  and  marked  "Exhibit  A",  is  the  railroad 
company's  Exhibit  No.  i,  introduced  at  the  hearing,  and 
showing  the  railroad  company's  statement  as  to  original  cost 
imkI  its  estimate  as  to  reproduction  value  and  present  value, 
which  exhibit  is  hereby  made  a  part  of  this  opinion. 

Attached  hereto,  and  marked  "Exhibit  11",  is  the  final  sum- 
mary sheet  of  this  Commission's  engineering  department, 
showing  the  same  matters.  These  exhibits  show  variations 
which  will  hereinafter  be  referred  to  in  greater  detail. 

In  ascertaining  the  original  cost  of  the  property,  this  Com- 
mission's engineering  department  made  a  careful  investig-a- 
lion  into  the  original  books  of  account  rtf  the  railroad  com- 
pany and  f(dlowed  up  the  same  by  an  examination  of  the 
original  vouchers  in  so  far  as  they  were  ascertainable,  Where 
discrepancies  occurred,  the  matter  was  taken  up  with  tin: 
railroad  company's  officials,  in  an  effort  to  ascertain  exactly 
the  amount  of  money  which  had  been  spent  for  the  purposes 
herein  indicated.  The  data  furnished  by  the  railroad  ctnn- 
rwiny  with  reference  to  the  physical  elements  entering  into 
the  property  was  checked  over  by  the  engineering  depart- 
ment with  reference  to  the  accuracy  of  the  computations,  and 
tlieii  an  inspection  of  the  entire  property  was  made  on  the 
ground. 

The  statement  of  original  cost  presented  by  the  Commis- 
sion's engineering  department  represents  in  part  the  result 
of  these  investigators  and  shows,  as  accurately  as  it  was  able 
to  ascertain  them,  the  amounts  of  money  actually  spent  in 
acquiring,  building  and  equipping  tlie  operative  property. 
Neither  the  engineering  department  nor  the  Commission  is 
passing  on  the  reasonableness  of  these  amounts.  I  am  simply 
finding  the  facts  in  connection  with  the  money  which  was 
spent  on  the  property,  including  the  amounts  spent  for  such 
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items  as  engineering,  law  expensefn  and  interest  during  oou- 
stxuction. 

At  the  liearing,  it  appeared  ttiat  certain  discrepancies 
existed  between  the  original  cost  as  reported  by  tlie  railroad 
rouLpany  and  the  original  cost  as  reported  by  this  Contmis- 
sion's  engineering  department.  The  largest  discrepancy  and 
the  only  one  of  particular  moment  exists  in  the  item  of 
$51,673.06,  which  the  railroad  company  reported  under  Class 
.">  for  "other  expenditures."  This  item  covers  the  expendi- 
tures, either  in  stock  or  in  cash,  in  connection  with  the  sale 
of  the  railroad  company's  securities,  hereinbefore  referred 
to.  As  we  are  now  dealing  with  the  original  cost  of  the 
physical  elements  of  the  property,  including  the  necessary 
IiercentJiges  for  engineering,  law  expenses  and  interest  dur- 
ing construction,  it  will  not  be  proper  to  consider  these  items 
under  the  liead  of  original  cost,  as  those  words  are  herein 
deHned. 

As  the  result  of  tlie  testimony  introduced  at  the  hearing, 
I  find  tliat  certain  additions  to  and  subtractions  from  the 
Ptatement  of  original  cost  as  reported  by  this  Commission's 
engineering  department  should  be  made.  These  items  are 
as  follows: 

Adbitions. 

Right  of  way  and  station  grounds $36.23 

Grading  : 537.75 

Ballast  8.90 

Fencing  right  of  way   33.74 

Crossings  and  signs: 19.40 

Transportation  of  men  and  materials  .01 

Interest  and  commission  3,084.90 

Other  expenditures  829.92 

TOTAL    ADDITIOHS     $4,550.85 

SuBTK  ACTIONS. 

Culverts    $4.00 

Station  buildings  and  fixtures   .25 

Engineering    2,072.36 

Steam  locomotives    1  l.SO 

Passenger  train  cars    1.515.O0 

Law  expenses  260.03 

TOTAL  SUBTSACTIONS   3,863.14 

Total  Amount  to  be  Added ...,,.... ^  ,_,^$I5S7J' 
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The  amounts  for  riglit  of  way  and  station  groands,  grading, 
ballast,  fencing  right  of  way,  crossings  and  signs  and  "other 
expenditures"  are  items  for  which  the  expenditures  were 
made  between  April  30,  1912,  and  June  30,  1912.  As  the 
iBTestigations  of  this  Commission's  engineering  department 
were  conclnded  as  of  April  30,  1912,  the  department,  of 
trourse,  bad  no  knowledge  concerning  these  items,  and  they 
should  be  added  subject  to  the  comment  tlmt  the  sum  of 
f  537.75  for  grading  doubtlessly  includes  items  which  should 
properly  be  chargeable  to  maintenance  and  not  to  original 
cost.  Tt  bas  been  impossible,  however,  for  this  Commission 
tn  ascertain  what  proportion  of  this  amount  of  f537.75  i^ 
properly  chargeable  to  maintenance,  and  for  that  reason,  in 
order  to  be  absolutely  fair,  the  entire  item  is  added.  The 
item  of  one  cent  for  transportation  of  men  and  materials  is 
iidded  for  the  reason  that  the  original  cost  as  reported  by 
the  railroad  company  shows  a  total  of  one  cent  in  addition 
to  the  allowance  heretofore  made  by  this  Commission's  en- 
gineering department.  The  addition  of  |3,084.90  under  Class 
No.  54,  interest  and  commissions,  is  made  for  the  following 
reasons: 

The  railroad  company  originally  reported  a  total  of  |6. 
267.09  as  the  amount  of  money  which  was  actually  spent 
for  these  items,  being  principally  interest  during  construc- 
tion. The  report  of  this  Commission's  engineering  depart- 
ment reduced  the  item  to  f3,182.19,  not  on  the  ground  that 
tlie  money  had  not  been  expended,  but  on  the  ground  that 
a  reasonable  amount  to  expend  would  not  hare  been  in 
excess  of  |3,182.19.  As  I  am  finding  now  the  amount  of 
money  actually  spent,  irrespective  of  tlie  question  of  whether 
it  was  reasonably  spent  or  not,  the  total  of  f6,267.09  as  re- 
ported by  the  railroad  company  should  be  allowed  under  the 
head  of  original  cost.  The  item  of  $829.92  for  "other  ex- 
penditures" covers  expenditures  alleged  to  have  been  made 
for  capital  account  between  April  30,  1912,  and  June  30, 
1912,  and  not  appearing  in  any  of  the  other  accounts. 

The  item  of  |4.00  for  culverts  is  to  be  subtracted  for  the 
reason  that  the  engineering  department's  estimate  as  to 
original  cost  is  |4.00  in  excess  of  the  moneys  actually  ex- 
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pojided  for  this  item  as  now  appears  from  the  report  of  the 
railroad  company.  Tbe  items  subtracted  on  account  of  en- 
gineering, steam  locomotiTes  and  law  expenses  are  subtracted 
for  the  reason  that  the  railroad  company's  statement  of 
(original  cost,  showing  the  final  expenditures  on  tbe  com- 
pany's books  as  of  June  30,  1912,  and  appearing  on  the  rail 
road  company's  Exhibit  No.  4,  were  less  in  these  respective 
amounts  than  the  amounts  ascertained  by  this  Commission's 
engineering  department  as  of  April  30,  1912.  The  amounts 
subtracted  for  station  buildings  and  fixtures  and  for  pas-  - 
senger  train  cars  represent  book  adjustments  as  reported  to 
this  Commission  by  the  railroad  company  sulwequent  to  the 
filing  of  tbe  railroad  company's  said  Exhibit  No.  4. 

In  order  to  avoid  confusion,  attention  should  be  drawn  to 
the  fact  Hiat  the  amounts  ascertained  by  this  Commission's 
engineering  department  for  engineering,  law  expenses,  in- 
terest and  commissions  are  not  percentages,  but  represent 
tbe  moneys  actually  spent  for  these  purposes,  as  shown  on 
tbe  railroad  company's  books  of  account.  These  items,  bow- 
ever,  when  they  appear  under  the  head  of  reproduction  value 
or  present  value,  represent  fixed  percentages  of  tbe  totals  to 
w'bich  these  respective  accounts  are  applicable. 

I  find  &om  the  evidence  in  this  case  that  tbe  original  cost 
of  the  physical  elements,  including  percentages  for  engineer- 
ing, law  expenses,  interest  during  construction  and  commis- 
sions, of  the  operative  property  of  tlie  Stockton  Terminal  and 
Eastern  Railroad  Company  as  of  June  30,  1912,  is  the  sum 
of  1213,746.84. 
.o.  Reproduction  Value. 

The  term  "reproduction  value",  as  used  in  this  opinion, 
means  tbe  estimated  cost  in  cash  of  acqiring  the  operative 
right  of  way  and  other  real  estate  and  of  reproducing  in  the 
condition  in  which  it  was  acquired  tbe  other  operative  physi- 
cal property  of  the  Stockton  Terminal  and  Eastern  Railroad 
Company  as  of  June  30,  1912,  to  which  are  added  overhead 
expenditures  for  engineering,  law,  interest  and  commissionei 
aitd  similar  items. 

As  hereinbefore  stated,  this  Commission's  engineering  de- 
partment made  a  careful  inspection  on  the  ground  of  all  the 
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railroad  company's  property.  To  all  itema  of  labor  or  ujk 
terials  the  department  then  applied  unit  prices  applical)!.' 
to  this  particular  railroad.  The  price  of  materials  used  vrns 
the  actual  price  for  which  materials  of  the  different  class's 
fould  lie  delivered  at  the  location  of  the  worli  as  of  June  30, 
1912.  Tiie  prices  for  grading  were  fixed  after  a  careful  in- 
vi'stigation  into  a  very  large  number  of  contract  prices  cover- 
ing work  actually  perfonned  in  localities  in  the  State  of 
California  under  circumstances  as  nearly  similar  as  possiblif 
to  those  whicli  surrounded  the  grading  on  this  partieuJat 
railroad.  The  Commission's  engineering  department  has  se- 
cured a  very  large  number  of  unit  prices  applicable  to  al! 
possible  items  in  a  valuation,  and  covering  a  large  variety 
of  oircTinistancee  and  conditions  in  the  State  of  California 
ami  is  using  these  prices  in  estimating  the  reproduction 
value  of  the  different  railroads  of  the  State. 

Careful  investigation  was  made  into  real  estate  values. 
The  market  value  at  tlie  time  of  the  acquisition  of  the  pni]>- 
crty  and  also  at  the  present  time  was  arrived  at  by  inter- 
views with  persons  familiar  with  its  value,  living  at  Stockton 
and  along  the  line  of  the  railroad.  As  in  all  other  cases  of 
ascertaining  the  value  of  the  real  estate  of  a  public  utility, 
recent  sales  of  property  in  the  vicinity  and  the  prices  at 
which  the  land  is  now  held  by  its  owners  were  used  in  de- 
termining the  market  value.  It  appeal's  that  37.6  per  cent, 
cf  the  total  area  of  the  railroad  company's  operative  real 
estate  as  of  June  30,  1912,  and-  real  estate  constituted  in 
value  36.1  per  cent  of  the  total  market  value  was  donated. 

I  desire  at  this  point  to  draw  attention  to  the  very  material 
difference  between  the  original  cost  of  right  of  way  and  sta- 
tion grounds,  estimated  by  tliis  Commission's  engineerird 
department  at  fl6,151,  dnd  the  reproduction  value  of  the 
same,  estimated  at  ?30,G42,  It  will  be  noted  that  the  repro- 
dnction  value  is  almost  twice  the  original  cost.  The  repro- 
duction value  as  estimated  by  this  Commission's  engineering 
department,  represents  the  amount  of  money  wiiioh  it  would 
take  at  the  present  time  to  purchase  all  the  railroad  com- 
pany's right  of  way  and  station  grounds,  on  the  assumption 
that  none  tliereof  would  be  donated.    The  difference  tielween 
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the  original  nist  of  n'al  Pi<tiit<'  niiil  tlie  reproduction  of  tlie 
preRent  value  thereof,  including  tlie  imearned  iiiereinent. 
presentji  one  of  the  most  tterious  iiuestioiits  in  connection  witli 
public  utility  valuations.  I  shall  content  myself  here,  as 
tliroughout  this  opinion,  in  finding  actual  facts  and  shall 
express  no  opinion  as  to  whether  or  not  in  a  rale-fixing  in- 
quiry it  is  just  to  the  public  to  credit  the  utility  with  the 
present  value  of  real  estate  in  which  very  little  or  no  money 
may  have  lieen  actually  invested  by  the  utility. 

The  engineering  department's  reproduction  value  on  right 
of  way  and  station  grounds  was  ascertained  as  follows:  By 
the  means  hereinbefore  indicated,  the  department  ascer- 
tained the  market  value  of  the  property  at  tlie  time  of  its 
acquisition,  which  market  value  was  found  to  \te  103  per  cent. 
i-t  the  money  actually  paid  for  the  property.  It  should  be 
I'orne  in  mind,  however,  that  a  large  portion  of  the  property 
was  donated  and  that  no  account  is  taken  of  this  property 
under  the  head  of  original  cost.  After  ascertaining  the 
market  value  of  the  property  at  the  time  of  its  acquisition, 
the  department  also  ascertained  the  market  value  as  of  Jinie 
'AO,  1912,  and  then  multiplied  that  value  by  1.5.  This 
multiple  was  applied  for  the  reason  that  the  investigations 
of  the  department  throughout  tlie  State  show  that  on  uh 
average  it  costs  one  and  one-half  times  the  nonnal  marker 
value  of  abutting  property  to  acquire  right  of  way  in  coiinlJy 
dintricts  by  purchase  or  condemnation  for  railroad  purjHtses. 
In  the  absence  of  more  definite  information  as  affecting  this 
IMirticular  railroad,  this  average  multiple  was  used.  At  tlie 
hearing,  the  railroad  company  contended  that  tlie  item  of 
fl,6(S3.40  should  be  added  to  the  estimates  of  this  Commis- 
sion's engineering  department  under  the  head  of  right  of  way 
and  station  grounds,  to  cover  the  price  paid  for  four  certain 
lots  in  the  city  of  Stockton.  It  appears,  however,  that  these 
lots  are  already  included  in  the  department's  estimates, 

I  desire  now  to  refer  to  the  difference  in  the  estimates  of 
reproduction  value  as  shown  in  Exliibits  "A"'  and  "B"  hereto 
attached,  being  the  estimates  respectively  of  the  railroad 
company  and  the  Commission's  engineering  department. 
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It  will  be  noted  that  the  total  by  which  the  railroad  com- 
pany's estimate  of  reproduction  value  exceeds  this  Commis- 
sion's engiueering  department's  estimate  is  the  sum  of 
953,923.96.  Of  this  amount,  $44,790.31  is  the  difference  in 
Class  No.  55,  "other  expenditures,"  which  item  has  herein- 
before been  explained.  As  has  already  been  pointed  out, 
Uiis  item  in  so  far  as  it  exceeds  the  estimate  of  this  Com- 
mission's engineering  department,  concerns  the  financing  of 
the  company  and  has  nothing  to  do  with  the  physical  ele- 
ments of  the  property.  It  should  be  noted  in  this  connection 
that  the  Commission's  engineering  department  has  taken 
care  of  the  item  of  interest  during  construction  and  of  cer- 
tain other  items  connected  with  the  financing  of  the  railroad 
under  Class  No.  54,  "interest  and  commission  3  per  t-ent.'' 

After  giving  careful  consideration  to  the  evidence  in  this 
case,  I  am  of  the  opinion  that  the  following  amounts  should 
be  added  to  the  estimate  of  reproduction  value  as  presented 
by  this  Commission's  engineering  department: 

Grading   $1,026^1 

Pile  and  frame  trestles  1.338.10 

Ballast    8.90 

Fencing  right  of  way  33.74 

Crossings  and  signs  19.40 

Engineering,  5  per  cent,  on  above  121.34 

Law  expenses,  1  per  cent,  on  above 25.48 

Interest  and  commissions,  3  per  cent,  on  above  77.21 

TOTAL  TO  BE  ADDED  $2,650.78 

Next  to  the  item  of  "other  expenditures"  hereinbefore  dis- 
cusse<l,  the  greatest  difference  under  the  head  of  reproduc- 
tion value  between  the  estimates  presented  by  the  railroad 
company  and  this  Commission's  engineering  department 
occurs  in  the  item  of  grading.  The  railroad  company  claims 
a  total  of  about  24  cents  per  cubic  yard  for  this  grading, 
all  of  which  is  common  or  earth  excavation.  For  the  rea- 
son that  this  money  was  apparently  spent,  I  have  allowed 
all  of  it  under  the  head  of  original  cost.  When  it  comes  to 
ascertain  the  reproduction  value,  however,  it  is  necessary 
to  find  whether  or  not  the  work  can  be  done  more  cheaply 
than  it  actually  was  done.     Of  the  24  cents  claimed  by  the 

— a'^ 


Valuation  of  Stockton  Terminal  &  East.  B.  R.  Co.    233 

railroad  company,  only  16  centa  ot  18  cents  are  for  the  origi- 
nal grading  work.  The  other  6  cents  or  8  centa  are  alleged  to 
coyer  additional  itema,  snch  as  transportation  of  material, 
preparation  of  grade  for  track  laying  and  unusual  difficulties 
in  connection  with  the  performance  of  a  relatively  small 
piece  of  work  in  small  units  on  force  account  It  appears 
that  along  most  of  the  railroad  company's  line  of  railway 
rights  of  way  only  fifty  feet  wide  were  secured.  If  a  wider 
right  of  way  had  been  desired,  it  would  have  been  necessary 
in  many  cases  to  have  purchased  or  condemned  the  addi- 
tional width.  The  railroad  company  contends  that  because 
of  its  narrow  fifty-foot  right  of  way,  it  was  necessary  to 
haul  a  considerable  portion  of  its  material  instead  of  bor- 
rowing it  from  alongside  the  proposed  enbankments.  It 
should  be  borne  in  mind  that  we  are  now  addressing  our- 
selves to  the  question  of  what  it  would  cost  to  reproduce 
the  grading  as  of  June  30,  1912,  under  contract  and  in  one 
continuous  job.  .  For  that  reason,  while  the  performance 
of  the  work  in  small  units  by  force  account  has  raised  the 
original  cost  of  the  railroad  above  what  it  would  otherwise 
have  been,  these  elements  do  not  enter  into  the  cost  of  repro- 
ducing the  grading  under  the  conditions  herein  outlined. 
It  is  very  possible,  however,  that  in  reprodncing  the  grad- 
ing as  of  June  30,  1912,  difficulties  might  be  encountered 
which  may  not  appear  at  first  sight  and  which  are  generally 
taken  care  of  under  the  head  of  contingencies. 

The  enginering  department,  in  its  estimate,  allowed  a 
price  of  16  cents  per  cubic  yard  to  reproduce  the  grading. 
In  fixing  this  figure,  the  department  had  in  mind  a  large 
number  of  contracts  under  which  grading  has  actually  been 
performed  within  the  last  few  years  in  this  State  in  territory 
of  a  character  largely  similar  to  that  through  which  this 
railroad's  line  of  railway  has  been  constructed.  It  appears 
that  some  of  these  contracts  have  been  let  for  amounts  ma- 
terially lower  than  those  allowed  by  the  department  in  this 
case.  Some  contracts  have  been  let  for  work  in  territory 
substantially  similar  to  that  through  which  this  railroad's 
line  of  railway  runs  for  14  cents  and  even  for  12  cents  per 
cubic  yard.     For  that  reason,  the  department's  estimate, 
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barring  elements  of  unusual  difTculty  connected  with  thia 
particular  railroad,  would  be  at  least  a  fair  and  liberal  one. 
Bearing  in  mind,  however,  that  we  are  seeking  to  ascertain 
the  cost  of  reproducing  this  particular  railroad  under  thu 
physical  conditions  in  which  that  railroad  finds  itself,  and 
not  a  railroad  under  ideal  conditions  of  territory  of  a  simi- 
lar character,  I  am  of  the  opinion  that  because  of  tlie  eleuieut 
of  train  haul,  and  other  difficulties  surrounding  the  possible 
reproduction  of  this  particular  railroad  and  for  wliicli  allow- 
ance has  not  been  made  in  the  form  of  an  item  for  contin- 
gencies, it  would  be  well  to  add  one  per  cent,  per  cubic  yard, 
not  that  I  am  convinced  that  it  will  cost  17  cents  per  cubic 
yard,  but  in  order  to  be  absolutely  fair  to  this  railroad.  1 
shall  acconlingly  estimate  the  reproduction  value  of  grad- 
ing in  this  case  at  17  cents  per  cubic  yard.  I  desire  to  draw 
attention  to  the  fact  that  the  railroad  company's  apparent 
practice  of  continually  adding  to  original  cost  items  wliich 
are  properly  chargeable  to  maintenance  of  grading,  is  one 
which  can  not  be  sanctioned  by  this  Commission. 

The  item  of  |1,338.10  for  pile  and  frame  trestles  is  ad<le<) 
for  the  reason  that  through  inadvertence  it  was  omitted  from 
the  enginering  department's  reproduction  value  estimates. 
The  item,  however,  was  included  under  the  departmentV 
statement  as  to  original  cost  The  sum  of  fl,338.10  repre- 
sents the  department's  estimate  of  reproducing,  the  itemn 
which  were  omitted.  The  items  for  ballast,  fencing  right 
of  way,  and  crossings  and  signs  have  already  been  explaiuini 
under  the  head  of  original  cost.  The  entire  original  cost 
is  allowed.  The  percentages  added  for  engineering,  law  ex- 
penses and  interest  and  commissions  are  self-explanatory. 

Before  leaving  the  subject  of  reproduction  value,  I  desire 
to  draw  attention  to  the  percentages  allowed  by  the  engi- 
neering department  for  overhead  expenses,  under  the  heads 
of  engineering,  law  expenses,  and  interest  and  commissions. 
The  item  of  5  per  cent,  for  engineering  includes  what  is 
usually  termed  engineering  and  also  an  item  of  about  1  per 
cent,  for  organization  expenses.  The  item  of  1  per  cent, 
for  law  expenses  is  a  liberal  one.  The  item  of  interest  and 
commissions,  3  per  cent.,  includes  primarily  interest  dur- 
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ing  construction.  The  engineering  department  hag  assumed 
that  it  would  take  one  year  to  reproduce  this  railroad  and 
that  all  the  capital  would  be  tied  up  half  the  time  or  half 
the  capital  all  the  time.  The  estimate  of  one  year  is  a  liberal 
one,  for  the  reason  that  this  property  could  probably  be  re- 
produced in  considerably  less  time  than  one  year  on  the  as- 
sumption that  the  work  is  done  in  a  single  job. 

On  the  evidence  in  this  case,  I  find  that  the  "reproduc- 
tion value"  cost  of  the  operative  physical  property  of  the 
Stockton  Terminal  and  Eastern  Railroad  Company  as  of 
June  30,  1912,  on  the  assumption  that  the  work  is  done  in 
one  job,  is  not  to  exceed  the  sum  of  (215,918.24. 
6.  Present  Value. 

The  term  "present  value,"'  as  used  in  this  opinion,  means 
the  "reproduction  value"  leas  the  diminution  in  the  value 
of  the  physical  elements  of  the  property,  due  to  use,  age, 
obsolescence  and  inadequacy.  While  this  value  may,  under 
certain  circumstances,  include  appreciation  as  well  as  de- 
preciation, no  appreciation  is  found  in  this  case.  The  term 
"depreciated  reproduction  value"  may  prop>erly  be  used  as 
alternative  for  tbe  term  "present  value."  It  should  be 
distinctly  understood  that  when  this  Commission  in  this 
opinion  and  the  engineering  department  in  its  estimates 
uses  the  term  ''present  value,"  it  is  not  intended  to  estab- 
lish tbe  ultimate  fact  of  present  value,  as  that  term  is  ordi- 
narily used,  but  ratber  the  "depreciated  reproduction  vaule" 
of  tbe  physical  elements  of  the  operative  property  as  of  June 
30,  1912. 

In  estimating  the  present  value  in  this  case,  this  Commis- 
sion's engineering  department  made  a  careful  investigation 
into  the  average  life  and  salvage  value  of  the  .different  classes 
of  material  and  labor,  using  the  straight  line  method  of  de- 
preciation. The  table  used  by  the  engineering  department 
as  applicable  to  the  facts  of  this  case  is  as  follows; 
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Attention  is  hereby  directed  to  tlie  railroad  company's  esti- 
mate of  present  value,  as  shown  in  Exhibit  "A"  attached  to 
this  opinion,  and  this  opinion,  this  ComtniBsion's  eogineering 
department's  estimate  as  shown  in  Exhibit  "B"  attached  to 
this  opinion. 

From  a  consideration  of  the  evidence  in  this  case  I  find 
that  certain  items  should  l«  added  to  the  engineering  depart- 
ment's estimate.  These  items  together  with  their  estimated 
condition,  are  as  follows: 


Gr.dm                                   """ 
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Of  the  items  so  added,  all  with  the  exception  of  tlie  item 
of  11,087.76  for  pile  and  frame  trestles  are  equivalent  in 
amount  to  similar  items  heretofore  added  under  the  head  of 
reproduction  value.  The  item  of  f  1,087.76  for  pile  and  frame 
trestles  represents  an  additional  allowance  under  this  ac- 
count, which  was  overlooked  in  the  engineering  department's 
estimate  and  to  which  reference  has  hereinbefore  been  made 
under  the  head  of  reproduction  value. 

I  find  from  the  evidence  in 'this  case  that  the  "present 
value,"  as  hereinbefore  defined,  of  the  operative  physical  prop- 
erty of  the  Stockton  Terminal  and*  Eastern  Railroad  Com- 
pany as  of  June  30, 1912,  is  not  to  exceed  the  sum  of  two  hun- 
dred and  two  thousand  one  hundred  eighteen  and  27/100 
(f202,118.27)  dollars. 

The  foregoing  opinion  and  findings  are  hereby  approved 
and  ordered  filed  as  the  opinion  and  findings  of  the  Railroad 
CommissioD  of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  30th  day  of  April, 
1913. 
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exhibit  "b." 

Sunt  of  siKner.  Stocktun  TermitiBl  and  Eutern  fUilToad  Company:  opcratitig  com- 
pur.  mat:  from  Stockton  to  Fine;  miles,  main  line  irsck.  15.25;  miles,  yard  tracks, 
rtt,   1.89;    total.    17.12. 

Vilualion  as  of  June  30.  1912.  RicbaH  Sachu.  lieli]  inspector.  Dale  compiled, 
June  27.   1912. 

Sz-la-JK  *^"*"-  Value.         cent.        ^sluc. 
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230  Calipobnia  Bailboad  Commission, 

In  the  Mattbe  op  the  Appucation  op  the  Encanto  Mu- 
tual Watbb  Company  to  Increase  Bates  foil  Service 
to  Its  Patrons  at  Encanto,  San  Dibgo  County, 
Caufobnia. 

Application  No.  461 — Deciaii>n  No.  621. 
Decided  April  ^,  /p/j. 

Power  of  Commission  to  Increase  Rste  -Fixed  b7  Contract — Cost  of 

Applicant  contracted  whh  its  consumers  to  supply  water  at  10  cents  per 
thousand  gallons.  Subsequently  it  became  obliged,  by  city  ordinance,  to 
pay  20  cents  per  thousand  gallons  for  the  water  which  it  distributed.  Pend- 
ing a  determination  of  the  reasonableness  of  the  20-cent  rate. 

Held:  A  rate  should  be  fixed  which  will  at  least  give  applicant  enough 
to  care  for  the  actual  operation  of  the  system. 

Held:  That  under  all  the  present  circumstances  of  the  case,  a  rate  of 
25  cents  per  thousand  gallons  with  a  minimum  charge  of  $1.30  per  month 
to  each  consumer  is  a  just  and  reasonable  rate.* 


In  the  Matter  of  the  Application  of  Conservative 
Realty  Company,  for  an  Order  Fixing  its  Bates  for 
Watbb  Sbbvice  in  the  County  of  Los  Angeles. 

Applkation  No.  494 — Decision  No.  665. 

Decided  May  p,  /pjj. 

Power  of  Commission  to  Alter  Rates  Fixed  by  Contract — Meter  Rates — 
Minimum  Charge. 

Applicant,  a  land  and  water  company,  petitioned  for  permission  to  charge 
15  cents  per  thousand  gallons  with  a  minimum  rate  of  $125  per  month 
for  water  delivered  in  unincorporated  territory.  Under  so-called  water 
contracts  originally  entered  into  with  its  consumers,  the  present  rate  is 
$1,00  per  month  per  consumer.  The  net  earnings  from  water  operations 
tor  1912  were  stated  to  be  $1,323.48.  Consumers,  however,  charged  that  part 
of  the  operating  expense  is  properly  chargeable  to  the  land  business. 

Held:  There  is  no  doubt  that,  as  against  the  Commission's  powet  to  fix 
rates,  the  contracts  involved  in  this  case  would  have  no  effect,  yet  such 
contracts   when   voluntarily   entered   into   may   be   taken   by  the  Commission 
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as  the  measure  of  the  rate  to  be  fixed  and  aa  an  admission,  on  the  part 
of  the  company,  that  such  rate  is  fair  to  take.  It  is  only  when  the  public 
interest  demands  it  or  die  contracts  are  manifestly  unfair  that  the  Com- 
mission should  exerdse  its  authority  to  substitute  some  other  rate  for  the 
rate  set  up  in  such  contracts,  ndther  of  which  two  conditions  exist  in  this 

Held:  Pursuant  to  the  terms  of  said  contracts,  either  party  may  hare 
a  meter  put  in  but  all  meters  hereafter  put  in  voluntarily  by  applicant  shall 
be  put  in  at  the  expense  of  said  applicant. 

A  rate  of  15  cents  per  thousand  gallons,  with  a  minimum  charge  of  $1.00 
per  tBontb,  established  as  the  just  and  reasonable  rate  to  be  charged.* 

*SyIlabus  prepared  by  the  Commission. — Ed. 
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MARYLAND. 

Public  Service  Commission. 
IX    THR    MATTBE    of    the    API'UCATION    of    the    It.VLTIMOHK 

ANU  Ohio  Railroad  Company  foe  Authority  to  IssrK 
Its  Twenty  Yeae,  Fouh  and  One-Half  per  Cent, 
convebtible  golu  bonds  to  the  amount  of  fos,- 
250,000. 

Case  No.  558— Order  No.  1188. 

Decided  May   13,    ifiis. 

Jurisdiction  over  Stock  and  Bond  Issues. 

On  February  28,  1913,  the  Commission  made  an  order*  approving  the 
above-mentioned  bond  issue,  but  providing  that  the  order  should  have  no 
final  effect  pending  the  determination  of  the  Commission's  appeal  to  the 
Court  of  Xppeals  of  Maryland  from  an  order  of  Circuit  Court  No.  2. 
limiting  the  Commission's  power  over  stock  and  bond  issues.  The  Court 
of  .'Vppeals  having  announced  its  conclusions  to  the  effect  that  the  Com- 
mission's jurisdiction  extends  at  least  to  the  determination  of  whether  pro- 
posed stock  and  bond  issues  are  bona  fide  and  for  value,  it  was  ordered  by 
the  Commis'iion  that  the  approval  given  by  its  previous  order*  should  forth- 
with take  effect  to  the  full  extent  of  the  jurisdiction  which  the  Court  of 
Appeals  should  thereafter  determine  to  be  \'ested  in  the  Commission  by 
Section  27  of  the  Public  Service  Commission  Law.t 

ORDER. 

WiiFBEAS  by  the  order'  of  tliis  Commission  of  the  28tk  day 
of  February,  in  the  year  nineteen  liundred  and  thirteen,  ap- 
proving the  i>ropose<l  issues  of 'bonds  and  stock  mentioned  in 
the  above  entitled  matter,  it  was  provided  that  said  order 
should  have  no  final  effect  whatever  until  the  final  determina- 
tion of  the  appeal  to  the  Court  of  Appeals  of  Maryland 
therein  mentioned. 

*Printed  in  Commissiim  Leaflet  No.  16,  at  page  606.— Ed. 
tEditor's   headnote. 
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And  wiieheas  tlie  Court  of  Appeals  of  Maryland  in  the 
matter  of  said  appeal  was  handed  down  a  per  curiam  an- 
nouncement outlining  the  conclusions  which  it  lias  reached  in 
relation  to  the  points  inrolred  in  said  appeal  from  which 
it  would  appear  that  it  is  necessary  for  the  Baltimore  and 
Ohio  Railroad  Company  to  submit  all  issues  of  bonds  and 
tttock  proposed  to  be  issued  by  it,  including  said  particular 
issues  of  bonds  and  stock,  to  this  Commission  for  its  approral 
to  the  extent  at  least  of  having  this  Commission  determine 
whether  said  proposed  issues  are  bona  fide  and  for  value. 

Anu  wheebas  it  has  been  represented  to  this  Commission 
with  apparent  good  reason  by  the  counsel  for  said  Railroad 
Company  that  it  is  of  importance  to  said  Company  that  the 
bonds  mentioned  in  said  order  should  be  delivered  to  the 
purchasers  thereof  on  or  before  May  15,  1913,  aa  stipulated 
by  and  between  said  Company  and  said  purchasers. 

Now,  therefore,  it  is  hereby  this  13th  day  of  May,  in  the 
year  nineteen  -hundred  and  thirteen,  by  the  Public  Service 
Commission  of  Maryland, 

Ordered,  That  said  suspensory  clause  in  said  order*  of 
February  28th,  1913,  be  and  the  same  is  hereby  stricken 
therefrom  to  the  end  that  the  approval  given  by  said  order 
to  the  issues  of  bonds  and  stock  therein  mentioned  may  forth- 
with take  effect  to  the  full  extent,  whatever  that  extent  may 
be,  that  may  hereaftpr  be  ultimately  defined  by  the  Court  of  ■ 
Appeals  of  Maryland  as  the  measure  of  the  real  jurisdiction 
and  authority  of  this  Commission  under  Section  27  of  the 
rnblic  Service  Commission  Law  of  this  State.J 


•Printed  in  Commission  Leaflet  No.  16.  at  page  606.— Ed. 
JA  similar  order,  No.  1217.  dated  May  28.  1913,  was  made  i 
590,  approving  an  issue  of  equipment  trust  certificates. — Ed, 
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234  Mabxland  Pdbug  Sbbtige  Commission. 

In  the  Mattes  of  Albbht  M.  Geiffin  et  al.,  vs.  Northern 
Central  Railroad  Company. 

Oaae  No.  555— Order  No.  1225, 

Decided  June  3,  '9'3- 

Jurisdiction  of  ConuniMion — Opention  ind  Management  of  Railroada^ 

Interference  with  Interstate  Coiiiinerce-~Diacrimin«tion  between 

Intrastate  and  Interstate  Passengers. 

Petition  askJQg  that  paragraphs  four  and  Hve  of  the  Commiuion's  Order 
No.  1136,*  dated  April  7,  1913,  be  rescinded.  The  paragraphs  in  qucstiMi 
required  the  railroad  company  to  operate  its  intrastate  trams  as  scheduled 
and  to  cease  delaying  them  in  order  to  give  the  right  of  way  to  delayed 
interstate  trains.  The  petition  alleged  that  these  paragraphs  were  uncon- 
stitutional since  compliance  with  their  provisions  would  result  in  an  inter- 
ference with  interstate  commerce  and  the  obstruction  of  the  United  States 
mails.  It  was  further  alleged  that  the  Commission  was  nrithout  jurisdiction 
to  make  the  order,  under  the  provisions  of  the  Public  Service  Commission 
Law  recognizing  the  binding  force  of  the  interstate  commerce  clause  of 
the  Constitution  of  the  United  Sutes. 

Held:  That  the  provisions  of  the  Public  Service  Commission  Law  cannot 
be  construed  to  enlarge  the  scope  of  the  interstate  commerce  clause  of  the 
United  States  Constitution  as  it  has  been  interpreted  by  the  courts  and 
the  law  would  have  been  the  same  if  these  provisions  bad  been  omitted ; 

That  the  Commission's  order  does  not  undertake  to  interfere  with  the 
management  of  the  railroad,  but  merely  requires  the  company  to  conform 
to  its  schedules  so  as  to  give  no  undue  preference  to  any  class  of  passengers 
while  operating  within  the  State; 

That  the  fact  that  the  United  States  mails  are  carried  on  a  train  does 
not  of  itself  constitute  a  reason  for  suspending  any  state  statute  or  regula- 
tion which  would  otherwise  be  reasonable  and  proper : 

That  it  is  discriminatory  to  devote  to  a  delayed  train  the  time  assigned 
in  the  schedule  to  another  train  and  thus  deprive  the  passengers  of  the 
latter  train  of  their  right  to  be  transported  in  accordance  with  the  published 
schedule; 

That  it  is  recognized  that  a  state  may  impose  some  burden  upon  inter- 
state traffic  when  the  intrastate  service  is  inadequate  and  that  the  main- 
tenance of  the  schedules  is  essential  to  adequate  service;  moreover,  al- 
though the  effect  of  the  order  may  be  to  extend  somewhat  the  delay  of 
interstate  trains,  such  delay  must  arise  in  the  first  instance  from  the  com- 
pany's failure  to  conform  to  ils  own  scheme  of  operation.! 

OPINION. 

Laibd,  Chairman: 

This  case  is  brought-  hefore  the  OommiBsion  a  second  time 
on  the  petition  of  the  defendant  corporation  asking  that 
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paragraphs  4  and  5  of  the  order  passed  herein  April  7, 1913,* 
be  rescinded  for  the  following  reasons: 

•That  paragraphs  4  and  5  of  said  order  affect  trains  that  are  not  only 
interstate  trains,  but  trains  moGt  of  which  carry  the  United  States  math, 
as  will  fully  appear  by  the  schedule  of  interstate  and  Uoited  States  mail 
trains  operated  by  this  Company,  herewith  filed  as  part  of  this  petition 
and  marked  "Exhibit  Interstate  and  Mail  Trains." 

"That  said  paragraphs  4  and  5  of  said  order  cannot  be  effective  without 
applying  to  and  operating  upon  interstate  commerce,  and  accordingly  this 
Company  is  advised  and  believes  are  beyond  the  jurisdiction  of  this  Cotn- 
mission  under  the  terms  of  Section  53  of  Chapter  180  of  the  Acts  of  1910, 
under  which  this  Commission  was  constituted. 

That  this  Company  is  advised  and  believes  that  the  said  paragraphs  4 
and  5  of  said  order  constitute  an  interference  with  interstate  commerce  and 
hence  are  in  conflict  with  the  provisions  relating  to  the  same  in  the  Con- 
stitution of  the  United  States." 

That  as  'o  such  of  said  interstate  trains  affected  by'  said  paragraphs  4 
and  5  of  said  order  as  carry  the  United  States  mails,  this  Company  is 
advised  and  believes  that  to  make  the  same  effective  as  to  them  would  be 
an  interference  with  and  obstruction  of  the  United  States  mails,  and  that 
accordingly  said  paragraphs  of  said  order  are  as  to  such  trains  void  as  being 
in  conflict  with  the  Constitution  of  the  United  States,  and  the  Acts  of 
Congress,  made  in  pursuance  thereof,  forbidding  such  interference  or  ob- 
a  of  the  mails." 


Upon  this  petition  a  hearing  was  held  May  22,  1913,  when 
testimony  was  submitted  as  to  the  effect  of  the  order  and  the 
learned  counsel  of  the  Company  submitted  argument  in  sup- 
port of  the  Company's  contention. 

Paragraphs  4  and  5  of  the  order  of  April  7,  1913,  thus 
attacked,  read  as  follows: 

"4.  That  said  Northern  Central  Railway  Company  be  and  it  is  hereby 
required  to  operate  its  train  No.  200  from  Parkton  to  Baltimore  (said 
train  leaving  Parkton  at  6.50  A.  M..  and  scheduled  to  arrive  in  Baltimore 
at  8J0  A.  M.*)  on  its  published  schedule  time,  and  said  Company  is  further 
ordered  to  cease  and  desist  from  placing  said  train  No,  200  on  a  side  track 
or  otherwise  detaining  it  when  running  on  ils  own  schedule  time,  and  from 
holding  it  back  at  point  of .  origin  in  order  to  give  the  right  of  way  to 
through  or  interstate  trains  which  have  been  delayed  at  points  beyond  the 
run  of  train  No.  200,  and  which,  by  reason  of  such  delay,  can  only  be 
run  through  to  destination  by  displacing  train  No.  200  and  depriving  it 
of  the  time  allotted  to  it  by  said  published  schedule. 

5,  That  the  rules  for  the  operation  of  train  No,  200,  contained  in  para- 
graph 4  of  this  order,  shall  apply  generally  to  local  trains  operated  by  said 
Company." 
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It  is  true,  we  believe,  as  8tate<l  hy  the  learned  counsel  for 
the  railroad  compaDy  that: 

"This  tribunal  is  the  very  first  in  the  country  before  which  a  question  of 
this  kind  has  come.  In  all  the  records  of  slate  cum  missions,  as  (ar  as  wc 
have  been  able  to  iearn,  and  in  all  the  records  of  the  Interstate  Commerce 
Commission,  there  Ms  never  before  been  an  order  passed  such  as  this. 
As  far  as  we  can  find,  there  has  never  arisen  before  any  of  these  com- 
missions, either  state  commissions  or  that  of  the  United  States,  the  question 
of  competition  between  traffic  within  the  slate  and  interstate  traffic." 

It  was  in  view  of  this  fat-t  tliat  the  Cummission  gave  tiie 
subject  the  must  careful  consideration  of  which  it  was ' 
capable.  The  importance  of  the  subject,  the  probable  effect 
of  the  order  upon  both  interstate  and  local  traffic,  and  the 
relative  rights  of  interstate  and  local  passengers  aiid  the 
duty  of  the  Company  in  regard  to  both,  received  what  was 
deemed  to  be  due  attention.  The  great  respect  which  we  en- 
tertain for  the  ability  and  character  of  the  counsel  for  the 
defendant,  and  our  desire  not  to  unjustly  or  unduly  hamper 
the  operation  of  the  railroad,  has  led  us  to  a  careful  review 
cf  the  original  opinion"  filed  in  the  case.  We  are  unable  to 
recede  from  the  position'  taken  therein. 

Conpiderable  reliance  is  placed  by  counsel  uijon  several 
provisions  of  the  Public  Service  Commission  Law  which  in 
terms  recognize  the  binding  force  of  the  intei-state  commeri'e 
clause  of  the  federal  Constitution,  and  especially  upon  Sec- 
tion 53,  which  provides: 

"That  the  provisions  of  this  .'\ct  shall  apply  to  services  or  utilities  rendered 
by  any  of  the  corporations  subject  lo  the  provisions  of  this  Act.  or  iny 
of  the  same,  within  the  State  of  Maryland,  and  nothing  in  this  Act  con- 
tained shall  be.  deemed  or  construed  to  apply  to  or  operate  upon  inlfr- 
state  or  foreign  commerce." 

These  provisions,  we  take  it,  are  in  the  nature  of  reminders 
or  precautions  to  those  who  should  be,  from  time  to  time, 
appointed  to  administer  the  law  (some  of  whom  might  not 
be  lawyers),  that  tJiere  were  dual  jurisdictions  governin? 
traffic,  rather  than  specific  limitations  upon  the  power  of 
the  Commission.  But  whether  this  is  true  or  not,  such  pro- 
visions could  not  have  been  intended  and  cannot  be  inteT- 
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preted,  to  enlarge  the  scope  of  the  interstate  commerce  clause 
of  tbe  Constitution  as  it  has  been  interpreted  by  tbe  courts. 
The  law  would  bare  been  tbe  same  if  these  provisions  had 
i«en  left  out  of  the  Public  Service  Commission  Law,  and 
taken' alone  they  slied  no  light  upon  tbe  questions  involved 
in  this  case. 

In  our  view  the  right  conclusion  of  this  matter  depends 
largely,  very  largely,  upon  whether  the  order  of  the  Com- 
mission undertakes  to  regulate  traffic  at  all,  state  or  inter- 
state, upon  the  Company's  Hue  of  rnilroad.  In  tliis  con- 
nection, it  is  interesting  to  quote  from  the  argument  of 
counsel  (Stenographer's  Itecord,  pages  19  and  20) : 

"Now,  1  think  this  Commission  must  appreciate  what  are  the  difficulties 
"f  an  order  such  as  this.  0£  course,  there  is  a  broad  question  of  whether 
tWs  Commission  is  prepared  to  administer  the  schedules  of  all  the  rail- 
roads that  exist  in  the  State  o£  Maryland.  !  must  say  it  is  very  doubtful 
to  my  mind,  even  apart  from  Ihe  other  questions  already  mentioned  and 
those  that  I  shall  come  to  later,  whether  there  can  be  gathered  from  this 
statute  any  intention  on  the  part  of  the  Legislature  that  this  Commission 
ihould  usurp  (and  I  use  that  word  in  no  offensive  sense,  and  I  am  sure 
the  Commission  so  understands),  that  it  should  usurp  the  functions  of 
operating  a  railroad,  because,  as  I  pointed  out  at  a  former  hearing,  the 
operation  and  arrangement  of  train  schedules  and  all  the  rest  is  a  matter  for 
experts,  and  can  only  be  handled  by  experts  who  have  given  their  w4ioIe  lives 
to  that  work,  and  more  than  that,  for  the  conclusion  of  experts  of  whom  one 
has  given  his  life  to  one  part  of  the  work  and  another  to  another.  We,  of 
course,  recognize  if  you  put  a  freight  traffic  manager  of  a  great  system 
of  railroads  in  the  place  of  the  general  manager,  who  is  in  charge  of 
operation,  the  result  will. not  be  very  effective  operation.  N'ow  that,  in 
substance,  is  what  the  order  of  this  Commission  means,  that  it  holds  itself 
in  readiness  to  pass  orders,  any  number  of  them,  upon  anybody's  com- 
plaint, dealing  with  the  operation  of  railroads.  Now,  as  a  practical  matter 
there  is  nothing,  of  course,  that  calls  for  a  more  fully  trained  judgment 
than  that,  how,  as  a  practical  matter,  trains  are  to  be  run  and  titled  into 
each  other.  I  cannot  believe  this  Commission  is  prepared  to  undertake 
so  large  a  work  as  that.  It  would  mean  a  corps  of  experts  to  be  employed 
by  this  Commission  as  great  as  that  'employed  by  the  railroads  themselves 
for  that  purpose. 

N'ow.  let  us  go  a  little  farther.  We  submit  that  in  the  very  nature  of 
the  thing  it  was  never  intended  by  the  Act  of  Assembly  that  this  Com- 
mission should  pass  orders  of  this  kind,  but  besides  that,  that  by  the  very 
terms  that  would  be  the  argument,  these  orders  were  limited  in  (heir 
effect  to  state  traffic ;  but  over  and  beyond  that,  by  the  very  terms  of 
exuptioQ  contained  in  this  Act.  these  orders  cannot  he  made  by  this  Com- 
to  affect  in  any  degree  trains  that  are  engaged  in  interstate  com- 
r  in  the  carriage  of  mails." 
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We  v/ifh  to  make  it  plain  that  this  Commission  has  se<lu- 
ioualy  avoided  the  effort  or  intention  to  undertake  tlie  opera- 
tion of  public  service  corporations.  It  fully  recognizes  the 
difBcalties  of  such  an  undertaking  and  the  necessity  not  only 
of  wide  tfichuical  information  but  of  practical  experience  in 
those  persons  to  whom  this  character  of  work  is  intrusted. 
With  all  due  respect  to  counsel,  paragraphs  4  and  5  of  the 
order  have  no  such  function.  They  do  not  change  a  figure  in 
the  schedules  or  time  tables  published  by  the  Company,  They 
do  not  require  the  stopping  of  interstate  trains  at  any  point. 
They  accept,  without  hesitation,  the  train  schedules  which 
the  genius  and  experience  of  the  Company's  experts  hare 
worked  out  for  the  operation  of  its  traffic.  All  they  say 
is  that  as  to  traffic  wholly  within  the  State  of  Maryland, 
the  Company  shall  live  up  to  its  schedules,  and  that  within 
the  boundaries  of  the  State  the  Company  shall  not  give 
to  one  class  of  passengers  what,  in  the  Commission's  ju<lg- 
ment,  is  an  undue  preference  over  another  class;  and  the 
duty  to  see  that  this  is  not  done  is  specifically  laid  upon 
the  Commission, by  the  law  that  created  it. 

Nor  are  we  prepared  to  concede  the  proposition  so  broadly 
stated  by  counsel,  that: 

"By  the  very  terms  of  exception  contained  in  this  Act,  these  orders  can- 
not be  made  by  this  Commbsion  to  affect  in  any  degrtt  (italics  ours) 
trains  that  are  engaged  in  interstate  commerce  or  in  the  carriage  of  mails." 

We  have  already  stated  our  views  as  to  the  scope  of  those 
provisions  of  the  Public  Service  Commission  Law  which  refer 
to  interstate  commerce.  This  contention  seems  to  us  to'be 
at  "all  fours"  with  that  made  in  Ijoke  Shore  d  M.  8.  Ry.  Go. 
v.  State  of  Ohio,  373  U.  S.  285;  19  8.  C.  464,  which  Justice 
TTarlan  so  strongly  condemned  in  (he  opinion  filed  in  that 
case,  quoted  in  our  former  opinion,  hut  which  may  well  be 
repeated  in  part  here : 

"It  is  not  contended  that  the  statute  in  question  is  repugnant  to  the 
Constitution  of  the  United  Slates  when  applied  to  railroad  trains  carrying 
passengers  between  points  within  the  State  of  Ohio.  But  the  contention 
is  that  to  require  railroad  companies,  even  those  organized  under  the  laws 
of  Ohio,  to  stop  their  trains  or  any  of  them  carrying  interstate  passengers 
at  a  particular  place  or  places  in  the  State  for  a  reasonable  time  so  directly 
affects  commerce  among  the  states  as  to  bring  the  statute,  whether  Congress 
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has  acted  or  not,  on  tbe  same  subject,  into  conflict  with  the  grant  in  the 
Constitution  of  power  to  regulate'  such  eomtnerce.  That  such  a  regulation 
may  be  in  itself  reasonable,  and  may  promote  the  public  convenience  or 
subserve  the  general  welfare,  is,  according  to  the  argument  made  before 
us,  of  no  consequence  whatever;  for  it  is  said  a  State  regulation  which  to 
anji  ertrnl  or  for  a  limited  time  only  (italics  ours)  interrupts  the  absolute, 
continuous  freedom  of  interstate  commerce  is  forbidden  by  the  Constitution, 
although  Congress  has  not  legislated  upon  the  particular  subject  covered 
by  the  State  enactment.  If  these  broad  propositions  are  approved,  it  will 
be  difficult  to  sustain  the  numerous  judgments  of  this  Court  upholding 
local  r^ulations  which  in  some  degree  or  only  incidentally  affected  com- 
merce among  the  states,  but  which  were  adjudged  not  to  be  in  themselves 
regulations  of  interstate  commerce,  but  within  the  police  powers  of  the 
states  and  to  be  respected  so  long  as  Congress  did  not  itself  cover  the  sub- 
ject by  legislation."     (Cases  cited.) 

So  far  as  we  are  able  to  discover,  or  we  understand,  none 
of  the  later  decisions  of  the  Supreme  Court  are  iu  conflict 
with  the  case  cited  above.  It  will  l>e  discovered  that  tliis 
line  of  cases  turns  principally  upon  tbe  question  of  the 
adequacy  of  the  local  service.  Where  that  is  sufficient  for 
the  accommodation  of  local  traffic,  the  stopping  of  interstate 
trains  becomes  an  unnecessary  burden  on  commerce  among 
states,  but  interstate  trains  may  be  properly  required  to 
stop  where  railroads  do  not  otherwise  afford  adequate  serv- 
ice. Even  in  Illinois  Central  R.  Co.  vs.  Illinoie,  163  U.  S., 
142;  16  S.  C.  1096,  which  is  chiefly  relied  upon  by  counsel 
for  the  defendant,  this  principle  is  recognized  as  a  factor 
in  the  determination  of  tbe  case,  it  being  admitted  that  the 
railroad  furnished  other  and  ample  accommodation  at 
Cairo.    The  Court  says: 

"The  state  may  doubtless  compel  the  railroad  company  to  perform  the 
duty  imposed  by  its  charter  of  carrying  passengers  and  goods  between  its 
termini  within  the  State.  B«t  so  long  at  leant  as  that  duty  is  adequately 
(•erformed  by.  the  Company,  (italics  ours),  the  state  cannot,  under  the 
guise  of  compelling  its  performance,  -interfere  with  the  performance  of 
the  paramount  duties  to  which  the  Company  has  been  subjected  by  the 
Constitution  and  laws  of  the  United  States.  •  •  •  Jt  may  well  be.  as 
held  by  the  courts  of  Illinois,  that  the  arrangements  made  by  the  Company 
with  the  Post  OSice  Department  of  the  United  States,  cannot  have  the 
effect  of  abrogating  a  reasonable  police  regulation  of  the  State.  But  a 
statute  of  a  state  which  unnecessarily  interferes  with  the  speedy  and  un- 
interrupted carriage  of  the  mails  of  the  United  States  cannot  be  considered 
as  a  reasonable  police  r^ulation." 
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Counsel  laid  stress  upon  liis  statement  that  this  is  tlie 
ooly  case  in  the  Supreme  Court  in  which  tlie  question  of 
obstruction  and  delay  of  the  mails  has  arisen.  It  would 
be  more  accurate,  we  think,  to  say  that  it  is  the  case  in 
which  the  most  emphasis  was  given  to  that  subject ;  for  it  is 
true  that  in  several  of  the  cases  that  have  been  examined 
and  cited  in  our  former  opinion,  the  fact  that  the  trains 
carried  the  mails  was  stated,  and  in  /.«Ac  Shore  d-  M.  S.  If. 
Co.  V.  Ohio,  173  U.  8.  supra,  where  Section  5258  of  the  Re- 
vised Statutes  of  the  United  States  which  provides  for  the 
carriage  by  railroads  of  "passengers,  troops,  government 
supplies,  mails,  freight  and  property  on  their  way  from  any 
state  to  another  state,  and  to  receive  compensation  therefor, 
and  to  connect  with  roads  of  other  states,  so  as  to  form  con- 
tinuous lines  for  the  transportation  of  t)ie  same  to  the  places 
of  destination,"  was  invoked  on  behalf  of  the  appellant, 
the  Court  said : 

■'We  adjudge  Ihat  the  above  statutory  provision  was  not  intended  tu 
interfere  wilh  ihe  authority  of  the  states  to  enact  such  regulations,  with 
respect  at  !east  to  a  railroad  corporation  of  its  own  creation,  as  were  not 
directed  against  interstate  commerce,  but  only  incidentally  and  remotely 
affected  such  commerce,  and  were  not  in  themselves  regulations  of  inter- 
alate  commerce,  bul  were  designed  reasonably  to  subserve  the  convenience 
of  the  public." 

We  may  fairly  assume,  therefore,  that  the  presence  of 
mails  upon  a  train  is  no  more  than  an  additional  rea^^u 
why  the  train  should  not  be  unnecessarily  interfered  with, 
but  we  do  not  understand  the  case  in  163  U.  S.  as  ruling 
that  the  presence  of  the  mails  is,  in  itself,  a  fact  which 
would  suspend  a  state  statute  or  regulation  which  but  for 
that  fact  would  be  reasonable  and  proper. 

It  would  undnly  and  unprofitably  prolong  this  discussion 
to  enter  upon  a  critical  review  of  the  numerous  cases  which 
hear  upon  the  subject  of  interference  with  interstate  com- 
merce. We  think  it  may  be  said,  however,  that  they  are  all 
predicated  upon  the  assumption  that  such  state  regulations 
as  have  been  condemned  were  unnecessary  interferences 
with  trains  operated  upon  reasonable  schedule  time,  and 
which  such  regulations  would  delay  inevitably  and  uneces- 
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sarily.  These  cases  do  not  fit  the  case  at  bar.  Here,  as  stated 
above,  no  change  is  made  in  the  Company's  schedules,  no  ad- 
ditional litops  are  required,  no  snggestion  even  is  made  that 
the  Company  has  been  unwise  or  unfair  in  making  up  its  time 
tables.  It  has  been  left  entirely  free  to  provide  for  handling 
its  traffic  by  schedules  of  its  own  devising. 

Section  24  of  the  Public  Service  Commission  Law  pro- 
vides as  follows: 

"That  if  in  the  judgment  of  the  Commission,  any  common  carrier,  rail- 
road corporation,  or  street  railroad  corporation,  does  not  run  trains  enough, 
or  cars  enough,  or  possess  or  operate  motive  power  enough,  reasonably  to 
'Accommodate  the  traffic,  passenger  and  freight,  transported  by  or  offered 
for  transportation  to  it,  or  does  not  nm  its  trains  or  cars  wilh  sufficient 
frequency,  or  at  a  reasonable  or  proper  time,  having  regard  to  safety,  or 
does  not  run  any  train  or  trains,  car  or  cars,  upon  a  reasonable  time  sched- 
ule for  the  run,  the  Commission  shall,  after  hearing  either  on  its  own 
motion  or  after  complaint,  have  power  Co  make  an  order  directing  any  such 
railroad  corporation,  or  street  railroad  corporation,  to  increase  the  number 
of  its  trains,  or  to  change  the  time  schedule  for  the  run  of  any  train 
or  car,  or  of  its  motive  power,  or  to  change  the  time  for  starting 
its  trains  or  cars,  or  make  any  other  suitable  order  that  the  Commission  may 
determine  reasonably  necessary  to  accommodate  and  transport  the  trafBc, 
passenger  or  freight,  tranaported  or  offered  for  transportation." 

Under  these  provisions  the  Commission  might  have  done 
all  the  things  which  counsel  for  the  Company  insists  that  it 
has  undertaken  to  do.  We  have  deliberately  refrained  from 
doing  them.  The  question  presented  was  one  of  discrimina- 
tion when  anforeseen  contingencies  arise.  We  had  before 
as  the  fact  that  local  trains  carrying  passengers  to  whom  it 
was  a  matter  of  the  first  importance  to  be  on  time  at  their 
places  of  business  in  the  city,  were  habitually  held  bach  in 
order  that  interstate  trains  delayed  by  the  failure  of  the 
Company  or  by  the  failure  of  its  affiliated  and  connected 
lines,  might  pass  them.  Our  conclusions  were  that  the  time 
assigned  by  the  Company's  schedules  to  a  particular  train 
belongs  to  that  train  and  the  passengers  on  it  to  the  exclu- 
sion of  all  others,  and  that  it  is  an  act  of  discrimination  to 
deprive  the  passengers  of  the  right  they  have  thus  ac- 
quired, and  give  it  to  others  who,  by  accident,  have  lost 
their  position  on  the  road.  We  are  unable  to  see  that  the 
•lecisions  of  the  Supreme  Court  of  the  United  States  forbid 
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a  regulation  of  tliis  kind.  If  the;  have  a  decided  leaning 
eittier  way,  it  is  in  ^pport  of  the  ruling  of  the  Commission, 
for  they  with  one  accord  recognize  the  right  of  a  State  to 
impose  some  burden  uiwn  interstate  traffic  where  the  local 
service  is  inadequate.  Now,  service  consists  of  other  things 
than  tracks  and  cars.  Maintenance  of  schedules  is  an  es- 
sential part  of  it.  If  the  schedules  are  maintained  in  the 
several  branches  of  the  service  there  is  no  interference  with 
either.  Such  interruption  as  may  occur  to  interstate  traffic 
by  the  conditions  desc^ribed — the  only  conditions  under  which 
the  order  could  be  effective — ^are  occasioned  by  the  Com- 
pany's failure  to  operate  its  trains  according  to  its  own 
scheme  of  operation,  and  not  by  the  order  of  the  Commis- 
sion. It  may  be  true  that  under  the  order  the  delay  of  the 
interstate  train  may  be  extended,  but  that  is  an  incidental 
effect  of  the  order,  which  the  coorta  recognize  as  lawful. 
The  effect  of  the  old  order  of  things  was  to  delay  two  trains 
instead  of  one. 

The  additional  testimony  taken  at  the  second  hearing 
related  to  the  cliaracter  of  the  interstate  trains  and  the 
number  of  them  whose  delay  had  been  prolonged  by  running 
the  local  trains  in  compliance  with  the  Commission's  order. 
It  is  interesting  as  confirming  the  conditions  which  the  order 
was  intended  to  correct.  Forty-three  runs  of  through  trains 
are  recorded,  and  the  trains  were  late  twenty-seven  times, 
or  nearly  sixty-three  per  cent,  of  the  total  number  of  runs, 
thus  verifying  Mr.  Hess'  former  statement  that  the  interstate 
(rains  are  irregular  trains.  Just  how  much  behind  time  the 
interstate  trains  were  the  statement  does  not  say,  but  the 
delay'  occasioned  by  having  to  follow  the  local  train  varies 
from  five  minutes  to  thirty-five  minutes,  the  average  being 
sixteen  and  three-quarter  minutes.  To  a  train  already  late 
by  a  much  longer  period  than  this,  the  additional  quarter  of 
an  hour  is  not  a  matter  of  very  serious  consequence.  It  is 
a  matter  of  serious  consequence  to  the  man  who  has  definite 
regular  business  hours  or  who  has  only  a  limited  time  within 
which  to  transact  a  particular  piece  of  business  before  he 
must  take  a  return  train  to  his  country  home.  The  evidence 
of  Mr.  Hess  was  to  the  effect  that  in  some  instances  it  woald 
have  been  possible  to  run  the  express  around  the  local  and 
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still  bring  the  local  in  on  time  or  only  a  few  minutes  late. 
He  catfulated  that  the  delay  to  local  trains  during  the  time 
for  which  the  record  was  kept  would  have  varied  from  three 
to  twelve  minutes,  but  we  tnow  that  under  the  former  prac- 
tice the  range  was  much  wider  than  this,  and  there  is  no 
reason  for  supposing  that  conditions  would  be  better  after  the 
order  is  rescinded  than  they  were  before  it  was  passed. 

The  suggestion  was  made  that  some  discretion  might  be 
allowed  in  operating  under  the  order,  and  it  is  true,  perhaps, 
that  there  might  be  particular  instances  where  holding  the 
local  train  for  a  brief  time  which  could  be  made  up  on  its 
run,  would  work  no  real  injustice.  But  it  is  not  feasible  for 
the  Commission  to  provide  for  contingencies  which  cannot 
be  foreseen,  and  for  the  present,  at  least,  it  is  deemed  best  to 
'  adhere  to  the  order.  If  the  Company  will  from  time  to  time 
furnish  us  with  records,  from  time  sheets,  a  study  of  them 
may  lead  to  a  solution  that  will  be  satisfactory  to  all  parties. 
The  Commission  has  no  desire  to  place  the  Company  at  a 
disadvantage ;  but  it  also  has  no  intention  of  permitting  the 
Company  to  discriminate  between  different  classes  of  pas- 
sengers who  travel  on  its  trains.  It  simply  administers  the 
law  as  it  nnderstands  it. 

An  order  will  be  entered  dismissing  the  petition. 

ORDER. 

This  case  being  at  issue  upon  the  petition  of  the  defendant 
company  praying  the  Commission  to  rescind  paragraphs  4 
and  5  of  it*  order*  passed  herein  on  the  7th  day  of  April, 
1913,  and  after  full  hearing  of  the  parties  and  due  considera- 
tion of  the  petition  and  of  the  argument  of  counsel,  the  Com- 
mission being  of  the  opinion  that  sufficient  cause  has  not  been 
shown  why  said  paragraphs  4  and  5  of  said  order  should  be 
rescinded  as  prayed, 

It  is,  therefore,  this  3rd  day  of  June,  in  the  year  1913, 
by  the  Public  Service  Comraisison  of  Maryland, 

Ordfiret},  That  the  prayer  of  the  petitioner  be  and  the  same 
is  hereby  refused,  and  the  petition  be  and  the  same  is  hereby 
dismissed. 

•Printed  in  Commission  Leaflet  No.  17,  at  page  806.— Ed. 
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Railroad  Comminion. 

In  the  Mattes  of  the  Application  of  the  Nobthbbn 
Michigan  Power  Company  foe  Authobity  to  Issue 
Stocks  and  Bonds. 

D— 626. 

Decided  June  it,  193. 

Capitalizatioa  of  Hydro-Electric   EnterpriM. 

Application  for  authority  to  issue  stock  and  bonds  for  the  purpose  of  ' 
financing  and  constructing  a  hydro-electric  system  a.t  an  estimated  cost  oE 
$9,379,066.  It  was  proposed  to  secure  one-half  of  this  amount  by  an  issue 
of  capital  slock  at  par  and  the  other  half  by  an  issue  of  bonds  at  75  per 
cent,  of  par.  making  a  total  capitalization  of  $10,942,166.  $4,689,500  in  stocks 
and  $6,252,666  in  bonds. 

Held:  That  it  is  not  the  province  of  the  Commission  to  substitute  its 
judgment  for  that  of  the  promoters  of  public  utilities  either  as  to  the 
particular  subjects  that  should  be  selected  for  development  or,  within  rea- 
sonable limits,  as  to  the  extent  to  which  such  development  should  be  carried ; 

That  the  elements  which^  should  be  considered  by  Che  Commission  in 
fixing  the  limits  of  capitalization  and  the  values  which  should  be  attached 
to  the  various  elements,  are  those  which  sound  business  and  Rnancial  con- 
siderations have  shown  to  be  necessary  in  the  creation  of  a  utility  for  which 
there  is  a  reasonable  public  demand,  as  distinguished  from  those  elements 
and  values  which  are  readily  recognized  to  be  speculative  in  character. 

The  Commis.sion  discussed  the  capitalization  to  be  allowed  for  various 
elements,  viz:  lands  and  llowage  rights;  promoter's  profits;  banking  and 
brokerage;  and  interest  during  the  period  of  establishment. 

Capitaliralion  of  I^nda  and  Plowage  Righta — Interest  during  Period  of 
Acquisition. 

Held:  That  there  is  no  satisfactory  basis  for  determining  the  value  of 
lands  and  flowage  rights  in  advance  of  the  development  of  the  properly  and 
that  there  is  no  relation  between  the  area  of  the  lands  and  the  amount  and 
value  of  the  power  which  may  be  developed; 

That  the  lands  should  be  capitalized  at  their  fair  market  value,  as  repre- 
sented by  their  initial  cost,  plus  reasonable  compensation  for  the  time, 
energy  and  ability  devoted  to  their  acquisition,  for  the  risk  involved  and 
for  the  use  of  the  capital  invested  during  the  interval  between  the  inception 
of  the  project  and  the  final  utilization  of  the  lands  as  an  assembled  whole; 
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The  Coratnission  computed  interest  at  6  per  cent,  on  the  cost  of  the 
land,  for  one-half  the  period  occupied  in  acquiring  titles,  and  allowed  the 
capitalization  of  lands  and  flowage  rights  at  $1,454,000  as  against  $2,565,000 
claimed  by  the  applicant 

Capitalization  of  Ecnung  Capacity. 

Held:  That  to  base  capitalization  upon  earnings,  especially  upon  pros- 
pective earnings,  is  to  capitalize  potentiality  rather  than  investment  and  the 
fact  that  the  earnings  of  a  utility  may  be  in  excess  of  the  normal  require- 
ments affords  no  justification  for  a  capitalization  sufficient  to  reduce  the 
percentage  of  return  to  normal; 

Capitalisation  of  Promoter's  Profits. 

Held:  That  the  capitalization  of  promoter's  profits  is  justifiable  as  com- 
pensation lo  the  pioneer  for  a  peculiar  service  incident  to  every  compre- 
hensive scheme  of  development  and  that  in  this  instance  the  cost  of  pro- 
motion attaches  peculiarly  to  the  land  and  flowage  rights  in  connection 
with  which  the  promoter's  services  were  rendered. 

Capitalization  of  Expense  of  Banking  and  Brokerage. 

Held:  That  there  is  no  justification  for  the  capitalization  'of  the  expense 
of  brokerage  which  is  a  service  incident  to  the  borrowing  of  capital;  and 
that  this  expense  is  in  the  nature  of  bank  discount  and  should  be  included 
with  bond  discount  and  extinguished  by  amortization, 

Capitalintion  of  Going  Concern  Value — Initial  Operating  Deficits. 

Held:  That,  in  view  of  the  operating  deticits  which  commonly  accompany 
the  early  operations  of  public  utihties,  the  best  interests  of  both  the  cor- 
poration  and  the  rate-paying  public  will  be  served  by  allowing  a  reasonable 
sum  to  be  added  to  capital  in  the  first  instance  to  meet  the  cost  of  acquiring 
the  business;  and  that  such  an  investment  in  intangible  property  is  as 
necessary  as  the  investment  in  physical  property. 

Thai  7  per  cent,  on  the  estimated  cost  of  the  system  is  a  reasonable 
allowance  in  advance  for  going  concern  value. 

The  Commission  allowed  $507,226  for  going  concern  value  for  which  the 
applicant  had  claimed  $585,806. 

Total  Capitalintion. 

The  applicant's  estimated  total  cost  of  $9,379,066  was  reduced  by  the 
Commission's  computations  to  $7,753,323  and  as  against  the  proposed  capitali- 
zation of  $10,942,166.  the  Commission  fixed  the  total  caiiitalization  at 
$9,0*5.542;  $3,876,661  in  stock  and  $5,168,881  in  bonds. 

Held:  That  the  total  capitalization  allowed  represents  as  large  a  capitaliza- 
tion as  is  justified  by  the  applicant's  prospective  earnings. 

Order. 

An  order  was  made  authorizing  the  issuance  of  stock  and  btHids  in  the 
amounts  specified* 

*Editor'B  headnote. 
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Appbabancgs  : 

For  petitioner,  Mr.  A.  Henry  Moale,  of  Curtis,  Mallett, 
Provost  and  Colt,  New  York  City,  N.  Y. 

Mr.  William  P.  Behlon,  Attorney,  Ishpeming,  Micii. 

OPINION. 

Hbmams,  Commissioner: 

From  the  application  filed  herein,  and  from  the  evidence 
offered  in  its  support,  it  appears  that  the  Sturgeon  Land  anil 
Development  Company  has  acquired  and  now  owns  or  has  - 
under  contract  approzimatetj  seventeen  thousand  acres  of 
land  contiguous  to  the  Sturgeon  River,  mainly  in  the  counties 
of  Houghton  and  Baraga,  in  the  State  of  Michigan.  These 
lands  have  been  acquired  with  a  view  to  their  utilization  for 
waterpower  purposes,  and  in  furtherance  of  this  purpose 
the  petitioner,  the  Northern  Michigan  Power  Company,  a 
Maine  corporation,  has  been  organized  to  finance  the  enter- 
prise and  become  the  ultimate  operating  agency.  The  devel- 
opment contemplates  the  acquisition  of  the  flowage  lands 
now  held  by  the  Sturgeon  Eiver  Land  and  Development  Com- 
pany, and  the  creation  of  two  hydro-electric  plants,  together 
with  a  transmission  and  diBtribution  system.  The  upper 
dam  it  is  proposed  to  construct  at  or  near  Tibbits  Falls,  with 
an  intake  dain  on  Perch  Creek.  The  main  dam  will  have  a 
head  of  fifty-six  feet  above  the  bed  of  the  stream,  with  a 
length  upon  the  crest  of  approximately  two  thousand,  two 
liundred  feet.  The  water  from  the  pond  formed  hy  this 
dam  will  be  conducted  to  the  power  house  through  a  wood 
stave  pipe  line  90  inches  in  diameter,  and  about  25,000  feet 
in  length,  and  into  which  the  flow  of  Perch  Creek  will  be 
diverted  through  a  pipe  72  inches  in  diameter,  and  13,200 
feet  in  length;  2,500  of  which  it  is  proposed  to  construct 
of  riveted  steel. 

The  lower  dam  it  is  proposed  to  construct  at  a  point  about 
eight  and  one-half  miles  helow  tlie  upper  development.  This 
dam  will  consist  of  about  500  feet  of  concrete  retaining  sec- 
tion, and  be  of  a  total  length  of  1,700  feet  The  water  from 
this  dam  will  he  conveyed  to  the  turbines  in  the  power  house 
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below  through  about  7,500  feet  of  wood  stave  pipe  120  inches 
in  diameter,  together  with  520  feet  of  108  inch  riveted  steel 
penstock. 

The  reservoir  to  he  created  by  these  dams,  it  is  computed,' 
will  give  a  storage  capacity  for  2,100,000,000  cubic  feet  at 
the  apper  dam,  and  1,000,000,000  at  the  lower  one.  At  the 
upper  power  house  the  specifications  provide  for  the  installa- 
tion of  two  4,000  horse  power  turbines,  and  at  the  lower 
power  bouse  three  tnrbines  of  5,500  horse  power  each.  The 
plans  submitted  provide  for  the  construction  of  a  transmis- 
sion line  direct  to  Houghton,  and  another  to  the  westward, 
following  generally  the  line  of  the  Oopper  Range. 

This  discloses,  in  a  few  paragraphs,  the  pretentious  char- 
acter of  the  development  proposed. 

The  Northern  Michigan  Power  Company  at  present  has  s 
nominal  capitalization  of  f5,000.00.  To  provide  the  means 
for  the  eflfectuation  of  so  great  an  enterprise,  it  seeks  to  in- 
crease its  capital  stock  to  a  total  of  f6,000,000  par  value, 
d^vj^ded  into  60,000  shares  of  the  par  value  of  $100.00  each. 
It  likewise  seeks  to  be  invested  with  authority  to  issue 
$6,252,666  of  an  authorized  issue  of  $25,000,000,  five  per 
cent,  thirty  year  gold  bonds,  to  be  secured  by  mortgage  or 
deed  of  trust  in  form  to  be  approved  by  this  Commission. 
The  estimated  cost  of  acquiring,  the  fiowage  lands,  and  con- 
structing and  installing  the  hydraulic  facilities  on  the  scule 
contemplated  may  be  summarized  from  tlie  appli<'ation  and 
accompanying  documents,  as  follows: 

Land  and  flowage  rights $2,565,000 

Transmission  line,  right  of  waj 100,000 

Transmission  line,  construction  and  substations 785.000 

Lower  development    1,574,200 

Upp«r   development    1,83S.'100 

$6,859,600 
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Overhead  charges,  inclading  contingencies,  en- 
gineering, organization,  interest  during  con- 
struction, insurance  and  taxes,  working  caintal, 
stores  and  supplies   1,491,064 

CASH  COST  OF  CONSTRUCTION  AND  PHYSICAL  FBOPEBTiEs $8;350,674 

Promoter's  profit  at  2}4%  on  cost  plus  6% $221,293 

Banking  and  brokerage  at  2^^%  on  cost  plus  6%      221,293  442,586 

$8,793,260 
Interest  during  period  of  establishment  at  6% 527,595  527,595 

$970,181  $9,^0,855 

Interest    on    $970,181    at    6%    during    period    of 

establishment 58,211 

Total    $9,379,066 

On  the  ba^ia  of  secnring  capital  for  the  enterprise  by  is- 
suing one-half  of  the  reqaired  amount  in  capital  stock  at 
par,  antj  one-half  in  bonds  as  requested  by  petitioners  at 
seventy-five,  the  venture  would  start  with  (4,689,500  of 
capital  stock,  aud  (6,252,666  of  bonds,  or  a  total  capitaliza- 
tion, including  stock  and  bonds  of  f  10,942466. 

For  the  purpose  of  checking  the  estimates  for  the  construc- 
tion of  the  physical  properties,  the  Commission  has  submitted 
the  applicant's  petition  and  engineering  data  to  Professors 
Cooley,  Biggs  and  Anderson,  of  the  University  of  Michigan, 
who  have  submitted  a  comprehensive  report  which  has  been 
added  to  the  record.  The  computations  made  by  these  gen- 
tlemen are  based  upon  a  thorough  examination  of  the  plan, 
maps  and  field  notes  of  petitioning  company,  as  well  as  on 
such  data  obtained  by  these  gentlemen  in  the  supervision  of 
work  of  like  character  in  other  portions  of  this  and  adjacent 
territory.  The  summary  of  the  report,  as  respects  physical 
values,  shows  the  following: 

1.  Land  and  flowage  rights  (assumed  as  valued  I)/ 
promoters  of  enterprise) $2,565,000 

2.  Construction,  based  upon  independent  estimates 4,275,701 

3.  Overhead  charges,  including  contingencies,  engineer- 
ing, organization,  interest  during  construction,  work- 
ing  capital,   stores  and   supplies 1,520,396 

$8^1,097 
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The  total  of  this  computation,  as  will  be  seen,  ia  slightly 
in  excess  of  the  total  for  the  eame  items  in  the  estimates  sub- 
mitted by  the  petitioner,  and  excluding  the  item  of  $2,565,- 
000  for  land  and  flowage  rights,  may  be  accepted  as  conclu- 
sive. There  is  thus  left  for  final  determination  the  amounts 
that  shell  be  allowed  in  capitalisation  for  the  lands  and 
flowa^  rights,  for  promoter's  profits,  banking  and  broker- 
age, and  inter^t  during  the  period  of  establishment,  which 
elements  represent,  as  proposed  in  petitioner's  estimates,  a 
combined  total  of  f  8,593,392.  If  we  assume  that  this  will  be 
represented  by  the  bonds  of  the  corporation,  and  consider 
the  discount  at  which  it  is  proposed  the  securities  of  the  com- 
pany should  be  issued,  this  sum  at  five  per  cent,  means  a 
continning  burden  upon  the  enterprise  in  excess  of  |240,000 
annually.  This  fact  alone  is  sufficient  to  warrant  the  careful 
scratiny  of  the  elements  which  compose  it. 

It  is  not  the  province  or  duty  of  the  Michigan  Railroad 
Commission  to  substitute  its  judgment  for  the  judgment  of 
others  who  in  individual  or  corporate  capacity  are  engaged 
in  the  promotion  of  public  utilities  either  as  to  tbe  particular 
BQbjects  that  should  be  selected  for  development,  or  within 
reasonable  limits  as  to  the  extent  to  which  such  development 
should  be  carried. 

The  statute  under  which  the  application  herein  is  filed, 
and  under  which  the  order  of  this  Commission,  fixing  the 
limit  of  the  stock  and  bond  issue  is  sought,  requires  that  the 
order  shall  state : 

"That  in  the  opinion  of  the  Commission  the  use  of  the  capital  or  prop- 
erty to  be  acquired  to  be  secured  by  the  issue  of  such  stock,  bonds,  notes 
or  other  evidences  of  indebtedness,  is  reasonably  required  for  the  purposes 
of  such  person,  corporation  or  association."  Section  1,  Act  No.  144,  Public 
Acts  of  1909. 

The  provisions  of  the  law  do  not  set  exact  limitations 
npoQ  tbe  action  of  the  Commission  in  granting  or  withholding 
authority  for  the  issue  of  stock,  bonds  and  other  evidences  of 
indebtedness  "for  the  acquisition  of  property,  the  construc- 
tion, completion,  extension  or  improvement  of  facilities"  and 
for  such  other  purposes  as  the  law  contemplates,  but  the 
spirit  of  the  statute,  and  to  the  Commission  the  phrase  "rea- 
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Bouabl;  required"  as  used  in  the  law,  are  poeftive  require- 
ments tliat  in  fixing  the  limits  of  capitalization  of  such  enter- 
prises as  come  within  the  law,  only  such  capiUUifation  should 
be  authorized  as  in  the  values  and  elements  considered  is 
justified  hy  the  great  general  average  of  business  experience. 
To  stAte  the  matter  in  another  way :  The  elements  that  the 
Commission  is  warranted  in  considerinjjE  and  the  values  they 
should  attach  to  them  are  those  which  sound  business  and 
financial  considerations  have  shown  necessary  for  the  crea- 
tion of  .a  utility  for  which  there  is  a  reasonable  public  demapd, 
as  distinguished  from  those  elements  and  values  that  are 
readily  recognized  as  speculative  in  character,  and  which 
are  generally  included  in  the  capitalization  of  corporations 
to  the  end  that  the  securities  maj  be  made  "attractive,"  a 
term  which  in  financial  parlance  means  a  security  for  which 
too  often  more  is  promised  than  can  be  performed. 

One  of  the  matters  most  difKcult  of  determination,  in  keep- 
ing with  the  foregoing  suggestions,  is  the  capitalization  that 
should  be  allowed  for  lauds  and  flowage  rights,  incident  to 
hydro-electric  and  other  water  power  developments.  The 
attention  of  the  Commission  is  directed  to  no  precedent  that 
forms  a  satisfactory  basis  for  the  fixing  of  such  values  in 
advance  of  the  development  of  the  property.  The  values  fixed 
by  other  State  Commissions  upon  lands  available  fur  liy- 
draulic  purposes  have  for  the  purpose  of  the  case  in  hand 
been  reduced  to  an  acreage  basis  and  cited  as  of  some  value  to 
this  Commission  as  a  guide  to  tlie  determination' of  the  value 
of  the  particular  property.  An  examination  of  the  reports  of 
the  cases  to  which  attention  is  called  shows  them  to  be  ab- 
solutely without  value  for  the  purposes  cited,  because  there 
can  be  no  relation  between  the  amount  and  value  of  power 
possible  of  development,  and  the  area  of  the  lands  incident 
to  the  impounding  of  the  waters  necessary  for  the  production 
of  the  power. 

Likewine,  as  to  the  claim  that  a  satisfactory  return  is  prob- 
able upon  the  capital  stock  and  securities  for  the  issue  of 
which  warrant  is  desired,  prospective  earnings  can  only  in 
the  most  limited  degree,  it  seems  to  us,  be  considered  in  deter- 
mining capitalization.     It  has  been  the  just  complaint  of 
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the  past  that  in  the  finauciiig  0/  public  utilities,  capitaliza- 
tion has  been  limited  only  by  what  the  facilities  could  be 
made  to  return,  rather  than  by  the  actual  capital  and  service 
required  in  the  creation  of  the  facilities. 

It  must  be  assumed  that  the  earnings  of  a  particular  utility 
will  be  sufficient  under  proper  management  to  pay  the  cost 
of  operation,  care  for  depreciation,  and  provide  a  reasonable 
return  upon  capital  invested.  This  is  the  normal  condition 
under  which  capitalization  coutinues  unimpaired.  Because 
earnings  in  a  given  utility  may  be  in  excess  of  these  normal 
requirements  affords  no  justification  for  giving  to  the  utility 
as  a  whole,  or  to  the  lands  or  other  elements  that  have  en- 
tered into  it,  capitalization  sufficient  to  reduce  the  per  cent 
of  return  to  normal. 

To  base  capitalization  on  earnings,  especially  upon  pros- 
spective  earnings,  is  to  capitalize  potentiality  rather  than 
investment,  a  custom,  which  it  was  the  purp(we  of  the  law 
under  which  this  Commission  acts  in  authorizing  stock  and 
bond  issues,  to  correct 

We  believe  that  the  lands  described  in  the  application 
herein  should  be  capitalized  at  their  fair  market  value,  as 
represented  by  their  initial  cost,  plus  reasonable  compensa- 
tiou  for  the  time,  energy  and  ability  bestowed  in  their  ac- 
quisition, for  the  risk  involved  and  for  the  use  of  the  capital 
invested  durii^  the  interval  that  m\ist  elapse  between  the 
inception  of  the  project,  in  carrying  forward  negotiations 
and  purchases  of  distinct  parcels,  and  their  final  utilization 
as  an  assembled  whole.  It  may  be  contended  that  the  vari- 
ous elements  which  it  is  suggested  should  form  the  basis 
of  the  capitalization  allowed  for  lands  and  flowage  rights 
are,  except  as  to  initial  cost,  as  definite  as  capitalization 
computed  upon  any  of  the  bases  which  the  Commission  re- 
jects, but  the  Commission  is  persuaded  that  with  the  various 
elements  stated,  disproportion  between  them,  if  any  exists, 
becomes  more  apparent  with  correspondingly  greater  cer- 
tainty in  arriving  at  correct  values. 

It  is  not  to  be  understood  from  the  foregoing  that  the 
Commission  holds  that  the  initial  cash  payment  for  lands 
of  the  character  involved  is  to  Iw  considered,  of  necessity, 
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the  all-controlling  factor  in  the  fixing  of  their  value  tor 
purposes  of  capitalization.     Cases  can  be  readily  imagined 
where  the  cash  coat  of  the  physical  property  embraced  in 
the  lands  and  flowage  rights  was  the  least  important  of  the 
factors  enumerated.     Indeed,  the  tract  of  land  under  con- 
sideration partakes  strongly  of  this  character.    It  is  located 
in  a  comparatively  undeveloped  portion  of  the  State;  al- 
though in  close  proximity  to  the  copper  mining  district  ot 
the  State,  and  possessed  of  some  timber  value,  the  physical 
features  of  the  greater  portion  of  the  tract  are  such  as  to 
make  it  unsuited  for  agricultural  purposes.    Compared  witli 
like  areas  alike  suitable  for  water  power  development  in 
older  and  more  populous  districts,  the  market  value  of  tbe 
land  is  markedly  less.    The  record  does  not  disclose  the  exact 
cost  of  the  assembled  lands,  although  it  does  appear  that 
they  have  been  acquired  at  prices  ranging  from  ten  to  one 
hundred  and  seventy  dollars  per  acre,  and  that  more  than 
thirty  thousand  dollars  was  expended  for  lands  at  the  last 
named  sum.    We  are  satisfied,  from  the  record,  that  the  sum 
of  five  hundred  thousand  dollars  would  amply  cover  the  cash 
outlay  for  the  purchase  of  the  lands.     But  it  appears  that 
the  work  of  acquiring  the  titles  has  been  in  process  since 
1902,  a  period  of  more  than  ten  years.    If  interest  upon  the 
real  estate  investment  be  allowed  at  six  per  cent,  for  half 
the  time,  which  would  seem  to  be  just,  it  represents  the  sum 
of  one  hundred  and  fifty  thousand  dollars.     The  extended 
area  of  the  lands  necessary  for  this  development  have  re- 
quired, as  the  record  shows,  the  making  of  several  surveys, 
the  prosecution  of  legal  proceedings,  and  extended  negotia- 
tions with  more  than  one  hundred  separate  owners  of  dis- 
tinct parcels,  who  have  been  found  as  widely  scattered  as 
the  boundaries  of  the  Union.    Under  the  laws  of  this  State, 
the  powers  of  eminent  domain  are  not  accorded  corporations 
which  seek  to  develop  hydraulic  utilities.     The  last  descrip- 
tion of  land  necessary  for  the  purposes  of  the  enterprise 
must  be  acquired  by  purchase  before  the  project  is  assured, 
and  while  the  element  of  risk  involved  in  the  ultimate  pui^ 
chase  of  so  large  a  body  of  lands,  held  under  such  diversily 
of  ownership,  is  difficult  to  estimate  in  dollars  and  cents, 
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it  is  still  a  risk  that  is  rer;  real,  and  which  enters  materially 
into  the  ralue  of  the  property  acquired.  Another  item 
whieh  it  seemn  to  the  Commission  is  properly  included  in 
the  value  of  lands  for  hydraulic  purposes,  under  the  Com- 
miBsion's  general  designation  of  "reasonable  compensation 
for  the  time,  energy,  and  albility  bestowed  in  their  acquisi- 
tion," is  the  item  quite  generally  denominated  "promoter's 
profit,"  but  which  this  Commission  believes  would  be  more 
tmly  descriptive  if  denominated  "cost  of  promotion."  The 
man  who  devotes  his  genius  to  enlisting  support  for  great 
enterprises  of  public  benefit,  which  his  clearer  foresight 
and  keener  vision  has  first  perceived  in  the  great  world  of 
'  material  development,  has  performed  services  quite  as  valu- 
able to  the  public  as  the  engineer  who  later  makes  computa- 
tions, plans  and  specifications,  or  the  man  who  in  any  other 
position  contributes  to  the  creation  of  the  otility. 

In  passing  upon  the  value  of  services  of  this  character, 
(he  New  York  Public  Service  Commission  has  said  that  such 
services: 

"Should  be  fairly  and  even  liberally  rewarded  by  the  public  which  receives 
the  benefit  of  those  works.  Such  rewards,  however,  should  be  put  upon 
a  dear  basis  of  business  principles,  should  be  of  sufficient  magnitude  to 
encourage  rather  than  discourage  enterprise,  and  should  not  be  so  great 
as  to  make  an  exorbitant  demand  which  is  perpetual  in  its  nature  upon 
the  community  to  be  served.  They  are  to  be  treated  simply  as  just  pay- 
ments for  services  performed  for  the  corporation,  which  services  are 
valuable  and  in  many  cases  even  indispensable.  Such  services  should  be 
paid  tor  npon  the  basis  of  what  they  are  fairly  worth,  having  regard  to 
all  the  circumstances  of  the  case.  (In  re  Application  Rochester,  Coming, 
Elmira  Traction  Co..  I  P.  S.  C.  li.  D.  (N.  Y.)  i66.) 

In  the  above  case  the  award  was  made  upon  the  basis  of 
five  per  cent,  on  the  entire  cost  of  the  enterprise,  which 
had  a  total  cost  approximating  seven  million  dollars.  Other 
awards  have  been  made  by  the  New  York  Commission  of 
rarying  perceotages  upon  the  estimated  cost  of  the  particular 
ntility. 

In  the  matter  under  consideration,  request  is  made  to  in- 
clnde  in  capitalization  as  compensation  for  promotion,  two 
and  one-half  per  cent,  on  the  estimated  cost.  The  Commis- 
sion is  persuaded  that  in  cases  of  this  character  the  item  of 
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coat  of  promotioQ  attaches  peculiarly  to  the  lands  and  flow- 
age  rights  of  the  development,  for  it  is  to  be  justified,  as 
we  have  indicated  our  belief  it  should  be,  as  compensatioo 
for  a  peculiar  service  incident  to  every  comprehensive  scheme 
of  material  development,  then  it  should  in  priuclple  inure 
to  the  value  of  the  thing  in  relation  to  which  the  particular 
service  was  rendered.  It  should  be  compensation  to  the 
pioneer,  rather  than  to  those  who  claim  neither  originality 
of  conceptioD  nor  to  have  assumed  any  of  (he  risks  of  de- 
velopment. 

The  application  asks  for  the  allowance  of  approximately 
f300,000  as  compensation  for  promotion.  As  a  part  of  the 
capitalization  allowed  for  land  values,  the  Commission  be- 
lieves such  a  sum  under  all  the  circumstances  to  be  a  reason- 
able one.  In  accordance  with  the  foregoing  considerationR, 
and  in  the  absence  of  exact  data  upon  which  we  may  base 
our  finding  for  this  element,  we  believe  that  capitalization 
for  land  values  and  flowage  rights  fixed  upon  the  basis  of 
for 

Original  land  cost $500,000 

Service  in  acquiring  500,000 

Interest  during  purchase  150,000 

Cost  of  promotion    300,000 

TffTAi.    $1,450,000 

will  \}e  doing  substantial  justice  to  both  petitioner  and  to 
the  general  public  who  must  support  the  capitalization 
through  rates  and  charges. 

The  application  filed  herein  makes  request  for  the  allow- 
ance of  an  item  of  two  and  one-half  per  cent,  on  the  cash 
cost  of  construction  and  physical  properties  to  cover  the 
item  of  banking  and  brokerage :  Unquestionably  every  com- 
prehensive development  of  the  character  being  considered 
finds  it  expedient  to  enlist  the  services  of  a  reputable  broker 
who  must  be  compensated  for  the  investigation  he  shall 
make  into  the  basis  of  the  securities,  which,  if  found  satis- 
factory and  desirable  he  shall  recommend  to  his  clientage, 
but  it  is  a  service  that  is  incidental  to  the  sale  of  the  securi- 
ties or  the  borrowing  of  capital.  It  is  an  item  most  inti- 
mately connected  with  bank  discount,  which  is  in  part  the 
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rate  which  a  given  concern  muat  pay  for  its  loans.  We  be- 
lieve that  under  prevailing  practices,  in  view  of  the  dis- 
connt  at  which  it  is  desired  that  the  bonds  to  be  authorized 
herein  may  be  sold  and  at  which  like  securities  are  sold, 
there  is  no  justification  for  the  inclusion  of  this  item  in 
capitalisation,  bat  that  it  should  be  included  with  the  bond 
discount  and  altimately  extinguished  by  amortization  from 
the  profits  of  operation. 

The  problem  involved  in  the  question  of  allowance  for 
initial  operating  deficit,  or  what  is  more  generally  described 
as  cost  of  securing  going  concern  value,  is  far  more  difficult 
of  solution.  It  is  the  reasonable  contention  of  petitioner 
that  upon  the  completion  of  its  facilities,  under  the  moRt 
favorable  conditions,  it  cannot  anticipate  busineas  and  re- 
salting  revenue  sufficient  to  pay  operating  expenses,  care 
for  depreciation,  and  make  a  return  upon  the  capital  in- 
vested. That  on  the  other  hand,  it  mnst  anticipate  a  def- 
icit of  the  amount  by  which  its  earnings  fail  to  meet  this 
adequate  retam;  that  this  deficit  constitutes  the  cost  of 
building  up  the  business  of  the  concern ;  that  in  their  totality 
they  most  be  contributed  by  the  stockholders ;  that  it  forma 
an  int^iTal  part  of  the  investment,  and  may  as  justly  be 
capitalized  as  capital  contributed  for  the  creation  of  the 
physical  facilities,  as  loss  of  interest  during  the  period  of 
construction. 

Authorities  of  equal  eminence  are  not  in  accord  as  to 
whether  such  deficits  should  be  capitalized  and  thus  made 
a  permanent  charge,  or  whether  they  should  be  carried  as  a 
liability  of  other  form  and  gradually  written  off  from  the 
earnings  when  these  earnings  have  so  increased  as  to  leave 
a  surplus  over  and  above  the  amount  necessary  for  the 
maintenance  of  the  utility. 

The  Wisconsin  Gommision  in  a  well  considered  opinion 
involving  the  qneation  has  said: 

"Either  plan  may  be  feasible.  As  to  which  one  is  preferable  is  a  ques- 
tion that  depehds  upon  the  circumstances  in  such  particular  case."  (Hilt 
tt    al.,  ys.  Aniigo  Water  Co.   3  Wis.  R.  C.  R..  page  713.) 

Without  entering  at  length  into  an  elaboration  of  the 
reasoning  used  to  support  either  theory,  we  give  our  ap- 
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proTal  to  the  proposition  stated  in  the  qnestion  made. 

This  question,  so  far  as  adjadicated  cases  are  concerned, 
had  receiTed  its  principal  discussion  lu  cases  involving  rea- 
sonable rates.  It  is  a  (question  that  has  generally  been  con- 
sidered in  retrospect  rather  than  in  pro^»ect;  from  tbe 
standpoint  of  reasonable  rates  rather  than  from  the  stand- 
point of  capitalizatioD.  Where  a  given  ntiiity  has  been 
constructed  with  economy,  timed  in  its  operations  to  meet 
an  adequate  demand  for  its  output  and  promptly  enabled 
to  earn  fair  to  large  profits  at  reasonable  rates,  reasons  have 
been  found  to  justify  a  very  diflferent  rule  as  to  going  con- 
cern value  from  the  rule  which  shonld  in  principle  be  im- 
posed in  the  case  of  another  utility,  timed  in  its  construc- 
tion upon  a  miscalcalation  of  public  need,  subject  to  de- 
structive competition  or  the  many  conceivable  causes  that 
would  give  it  a  going  concern  value  of  less  than  the  invest- 
ment. Both  cases  are  perhaps  to  a  degree  abnormal.  lu 
the  one  case  the  amortization  of  the  operating  deficits  from 
surplus  earnings  would  be  clearly  justified,  while  in  the 
latter  case  to  so  require  wODld  be  to  so  increase  rates  as  to 
still  further  curtail  an  already  scant  corporate  retnm. 
Such  cases  which  because  of  the  dissimilarity  of  their  basic 
conditions  give  rise  to  divergence  of  views  as  to  the  principle 
whicli  should  govern,  to  our  minds  are  peculiarly  for  the 
ronsideration  of  tlte  authority  in  the  State  vested  with  the 
regulation  of  rates.  Boards  or  commissions  acting  in  rate 
regulation,  with  all  the  facts  before  them,  are  in  a  position 
to  adjust  all  abnormalities  in  a  manner  fitted  to  each  par- 
ticular case. 

This  but  emphasizes  the  necessity  for  a  uniformity  of 
treatmpiit  for  the  great  general  average  of  cases  by  authorities 
rogiilating  capitalizntion  in  the  initial  stages  of  corporate 
development.  In  view  of  the  condition  with  which  common 
pxporionce  sliows  practically  every  public  utility  is  con- 
fronted in  acquiring  business  in  the  early  months  of  its 
operations,  we  believe  that  the  best  interests  of  both  tbe 
corporation  and  the  rate-paying  public  will  be  served  by 
allowing  a  reasonable  sum  to  l)e  added  to  capital  in  the  first 
instance  to  meet  the  cost  of  acquiring  business.     The  sum 
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SO  allowed  should  not  be  so  large  aa  to  encourage  waste,  im- 
provident investment,  or  to  even  provide  for  all  possible 
deficits  from  initial  operations,  but  it  should  be  large 
enough  to  encourage  investments  that  are  economicatl; 
sound  and  which  will  result  in  the  needed  development  of 
the  state's  'material  resources.  The  sum  allowed  should  be 
treated  as  an  investment, — an  investment,  to  be  sore,  In 
things  that  are  intangible  hut  as  necessary  for  the  creation 
of  the  active  moving*  business  as  the  monej  invested  in  the 
physical  facilities.  To  provide  this  sum,  we  believe  that  a 
sum  equal  to  seven  per  cent,  on  the  estimated  cost  of  the 
development  is  a  reasonable  allowance  in  advance  of  opera- 
tions. If  time  demonstrates  that  because  of  unusnal  or 
peculiar  conditions  this  allowance  is  insufQcient,  the  au- 
thority then  exercising  control  will  be  in  position  to  make 
proper  adjustment  of  the  problem  by  either  requiring  it 
to  be  paid  from  earnings  or  added  to  capital  as  the  best 
interests  of  the  utility  and  the  public  may  dictate.  In  ac- 
cordance with  these  suggestions,  the  amounts  which  we 
Iielieve  should  be  allowed  in  the  capitalization  may  be 
summarized  as  follows: 

1.  Lands  and  flowage  rights   $1,450,000 

2.  Construction    ..r 4,275,701 

3.  Overhead  charges    1,520,396 

$7,246,097 

4.  For    operating   deficits    -, 507,226 

$7,753,323 
On  the  basis  of  dividing  this  sum  into  one-half  stock  at 
par  and  one-half  bonds  at  seventy-five  per  cent.,  there  would 
be  required,  stock  to  the  amount  of  ?3,876,661  apd  twnds  of 
the  par  value  of  f  5,168,881,  or  a  total  of  stock  and  bonds 
of  the  amount  of  $9,045,542.  This  sum  is  approximately 
two  million  dollars  less  than  petitioner's  estimate  as  req- 
uisite for  the  construction  and  financing  of  the  enterprise. 
The  deduction,  as  will  be  observed,  has  in  no  instance  been 
placed  upon  the  material  or  labor  cost  or  upon  overhead 
charges  incident  to  the  creation  of  the  physical  property. 
Tbe  deduction  is  in  the  land  values,  and  in  the  amounts 
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conceived  as  justly  apportionable  to  the  fiiuuiciDg  of  the 
enterprise  and  as  to  those  items  the  allowances  made,  viewed 
from  every  standpoint  of  common  business  experience,  are 
exceedingly  liberal,  and  in  the  total  represent  as  large  a 
capitalisation  as  the  reasonably-expected  earningB  will 
justify.  In  this  connection  it  is  proper  to  say  that  at  our 
request  petitioners  have  furnished  an  estimate,  not  only  of 
the  power  their  own  plant  will  be  able  to  supply,  but  like- 
wise a  survey  of  the  power  demands  that  are  required  in 
the  immediate  market.  It  is  the  estimate  of  petitioners  that 
100,000  horse  power  probably  represente  the  average  present 
requirements  of  the  Copper  Range  where  the  power  of  pe- 
titioners must  be  marketed.  This  is  equivalent  to  328,000,- 
000  kilowatt  hours  per  year.  This  would  seem  to  justify  the 
belief  that  there  would  be  a  market  for  the  57,000,000  kilo- 
watt hours  which  it  is  estimated  can  be  delivered  from  the 
proposed  Sturgeon  Biver  plant. 

On  the  basis  of  the  estimates  as  made  by  the  petitioners 
for  such  items  as  depreciation,  operation,  labor  and  sup- 
plies and  genera]  expenses,  taxes,  maintenance,  etc.,  all  of 
which  are  moderate  and  which  will  be  required  in  approxi- 
mately the  amounts  estimated  by  petitioners  whether  the 
capitalization  be  as  estimated  by  themselves  or  by  this 
Commission,  we  compute  the  following  cost  of  operation : 

5%  interest  on  $5,168,881  bonds $258,444 

7%  dividend  on  $3,876,661  stock 271 J66 

Sinking  fund   (or  depreciation)    1% 5?,960 

Operating,  labor  and  supplies 50,000 

General  expenses,  taxes,  maintenance,  etc 80.000 

$7I7.7TO 
In  addition  to  this  it  ahould  be  remembered  that  the  dis- 
count upon  the  bonds  will  represent  a  total  of  fl,292,220. 
If  this  sum  is  amortized  over  the  life  of  the  bonds,  or  during 
thirty  years,  it  will  represent  an  added  charge  of  ^3,174 
annually,  or  a  total  for  which  revenue  must  be  provided  of 
f760,884.  To  meet  this  charge  will  require  that  the  full 
estimated  product  of  the  plant  be  sold  at  more  than  one 
and  tlireo-teiiths  cents  per  kilowatt,  for  at  this  sum  the  ee- 
timated  capacity  of  57,000,000  kilowatt  would  produce  but 
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J741,000.  It  is  the  estimate  of  petitioners  that  tliey  will 
be  able  to  dispose  of  the  entire  output  at  one  and  one-half 
cents  per  kilowatt,  or  for  a  total  of  $855,000.  Investiga- 
tions made  by  this  Commission  have  demonstrated  the  fact 
that  there  are  man;  hydro-electric  and  even  steam  plants 
that  are  selling  electric  current  at  prices  materially  less 
than  one  and  three-tenths  cents  per  kilowatt,  and  that  too 
in  localities  where  the  Industrial  and  commercial  conditions 
are  such  as  to  create  a  much  greater  and  more  diversified 
demand  for  electric  power  than  in  the  territory  to  be  served 
by  petitioners.  This  consideration  is  not  very  material  or 
controlling  in  the  findings  of  this  Commission  as  to  the  capi- 
talisation that  the  conditions  warrant  in  the  particular  case, 
but  it  is  entitled  to  some  weight  when  considered  as  be- 
tween extreme  possibility  of  income  and  reasonable  proba- 
bility of  income. 

If  the  petitioners  shall  signify  acceptance  of  capitaliza- 
tion in  accordance  with  the  foregoitig  findings  an  order  will 
be  entered  in  pursuance  herewith,  with  the  usual  provisions 
for  the  expenditure  of  funds  to  be  derived  from  the  sale  of 
stock  and  bonds  for  the  particular  purposes  specified. 
Decided  June  11th,  1913. 

ORDER. 

Application  was  filed  in  the  above-entitled  matter  on  the 
7th  day  of  January,  A.  D.  1913,  from  which  said  application, 
accompanying  documents  and  proofs  offered  in  support 
thereof,  it  appears  that  the  petitioner  is  a  corporation  organ- 
ized under  and  by  virtue  of  the  laws  of  the  State  of  Maine : 
(bat  it  has  an  authoriaed  capital  stock  of  |5,000.00,  and  that 
It  is  the  desire  of  said  corporation  to  increase  its  capital 
stock  to  the  amount  of  $6,000,000.00,  the  same  to  be  divided 
into  60,000  shares  of  the  par  value  of  flOO.OO  each ;  and  to 
tikewise  have  authorized  $25,000,000  par  value  of  five  per 
cent,  thirty  year,  first  mortgage  gold  bonds,  and  to  presently 
issue  and  sell  capital  stock  to  the  amount  of  the  par  value 
of  $3,876,661.00,  and  corporate  bonds  of  the  par  value  of 
$5,168,881,00;  said  corporate  bonds  to  be  secured  by  mort- 
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gage  or  deed  of  trust  upon  the  corporate  property  of  said 
corporation  to  trustee  or  truetees  to  be  therein  named,  in 
form  to  be  liereinaCter  approved  by  tliis  Commisaion;  tlie 
proceeds  of  &aid  capital  stock  and  corporate  bonds  to  be 
used  for  the  purpose  of  acquiring  the  lands  contiguous  to  the 
Stnrgeon  Biver  in 'the  Counties  of  Houghton  and  Baraga, 
in  the  State  of  Micliigan,  mentioned  and'  set  forth  in  the 
application  filed  herein,  and  which  it  is  proposed  to  pur- 
chase from  the  Sturgeon  Land  and  Development  Company ; 
and  for  the  purpose  of  paying  labor  and  acquiring  facilities 
for  the  creation  of  the  hydro-electric  properties  particularly 
described  in  the  application  filed  herein. 

ADd  this  Commission  being  fully  advised  in  the  premise^, 
and  of  the  opinion  that  said  capital  stock  and  corporate 
bonds  are  reasonably  required  for  the  purposes  of  said 
corporation, 

Therefore,  by  virtue  of  the  authority  vested  in  us  by  law, 
/(  is  hereby  ordered: 

1.  That  said,  the  Northern  Michigan  Power  Company  be 
and  it  is  hereby  authorized  and  empowered  to  amend  its 
articles  of. association  so  as  to  increase  its  capital  stock  from 
a  total  par  value  of  f  5,000.00  to  a  total  par  value  of  |6,O0O,- 
000,  the  said  capital  stock,  when  so  increased,  to  be  divided 
into  60,000  shares  of  the  par  value  of  flOO.OO  each. 

2.  That  said  corporation  be  and  it  is  hereby  authorized  to 
execute  and  deliver  a  mortgage  or  deed  of  trust  upon  the 
corporate  property  of  siich  corporation  to  secure  a  bond 
issue  to  tlie  amount  of  the  par  vajue  of  ¥25,000,000;  said 
mortgage  or  deed  of  trust  to  be  to  a  trustee  or  trustees  to 
be  therein  named,  and  in  form  to  be  approved  by  this  Com- 
mission. 

3.  It  is  further  ordered,  That,  of  the  capital  stock  herein 
authorized,  there  may  presently  issue  capital  stock  to  the 
amount  of  the  par  value  of  |3,876,661  and  likewise,  of  the 
corporate  bonds  authorized,  there  may  presently  issue  cor- 
porate bonds  to  the  amount  of  the  par  value  of  |5,168,881.00. 
The  capital  stock  shall  be  sold  at  not  less  than  par,  and  the 
corporate  bonds  at  not  less  than  seventy-five  per  cent,  of 
their  par  value,  for  cash  only,  and  the  proceeds  derived 
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from  the  sale  thereof  shall  be  invested  by  said  corporatioii 
[or  the  following  purposes: 

(a)  For  the  purchase  of  17,01)0  acres  of  lands  and 
flowage  rights  particularly  described  in  the  application 
filed  herein  from  the  Sturgeon  Land  and  Development 
Company,  ?l,4o0,000. 

(b)  For  the  constrnction  of  the  two  hydro-electric 
properties  as  mentioned  and  set  forth  in  the  applica- 
tion filed  herein,  including  transmission  line  right  of 
way,  transmission  line  construction  and  substations, 
♦4,275,701. 

(c)  For  overhead  charges,  including  contingencies, 
engineering,  organization,  interest  during  construction, 
insurance  and  taxes,  working  capital,  stor^  and  sup- 
pUes,  f  1,520,396. 

(d)  For  the  purpose  of  meeting  operating  deficits, 
$507,226,  which  said  sum  shall  be  paid  into  the  treasury 
of  said  corporation  and  applied  in  the  discharge  of  any 
deficits  that  may  be  occasioned  in  the  initial  operations 
of  said  Company,  unless  otherwise  ordered  upon  appli- 
catioi>  to  be  hereinafter  made  to  this  Commission ;  said 
expenditures  to  be  in  substantial  compliance  with  the 
application  and  the  plats,  maps  and  specifications  filed 
herein,  and  for  no  other  purpose  whatsoever,  except 
upon  the  further  order  of  this  Commission. 

4.  And  it  is  further  ordered,  That,  before  any  capital 
stock  or  corporate  bonds  shall  be  issued  or  sold  under  and 
by  virtue  of  the  provisions  of  this  order,  a  certified  copy 
hereof  shall  be  entered  upon  the  records  of  said  corporation. 

5.  And  it  is  further  ordered,  That  on  or  before  six 
months  from  date,  said  corporation  shall  by  a  statement 
daly  verified,  report  to  this  Commission  the  sale  of  all  or  any 
capital  stock  and  corporate  bonds  issued  under  and  by  virtue 
of  the  provisions  of  this  order,  and  the  specific  purpose  or 
purposes  to  which  the  proceeds  derived  from  the  sale  thereof 
have  been  applied,  and  shall  make  a  like  report  upon  the  ex- 
piration of  each  and  every  six  months  period  until  tlie  wliole 
of  said  capital  stock  and  corporate  bonds  shall  lie  sold  and 
the  proceeds  applied  as  herein  provided.  i  , 
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.  Board  of  Public  Utility  Commissions. 

In  tub  Matter  of  the  Application  of  the  Consumees' 
Gas  Company  of  Millvillb,  fob  the  Appbovai,  of 
Or[hnance  NuMBEtt  115  of  the  City  of  Mh.[.vili.e. 
Decided  April  i8,  1913. 

Public  Convenience  and  Necesnty. 

Upon  application  by  the  Consumers'  Gas  Company  of  Mlllville,  for  the 
Commission's  approval  of  an  ordinance  of  the  city  of  Millville  granting 
to  the  applicant  a  franchise  for  the  construction  and  operation  of  a  gas 
plant  in  the  city  of  Millville,  the  Millville  Gas  Light  Company,  which  was 
at  that  time  operating  in  Millville,  appeared  in  opposition. 

Invasion  of  Occupied  Field — Jurisdiction  of  CommitBion  to  Withhold 
Approval  of  Ordinance  Granting  Franchise. 

Held:  Affirming  the  Board's  decision  in  Atlantic  Highlands  case,  decided 
May  31,  1911,  that  the  Board  has  the  power  and  it  is  its  duty  to  withhold 
its  approval  of  a  municipal  franchise  permitting  a  competit%r  to  enter  a 
field  already  occupied,  whenever  the  Board  determines  thai  the  grant  of 
such  privilege  or  franchise  is  not  necessary  and  proper  for  the  public  con- 
venience and  does  not  properly  conserve  the  public  interests. 

Competition     between     Utilities — Duplication     of     Facilities — Legalized 
Monopoly. 

Held:  That  the  Board's  decision  in  the  Atlantic  Highlands  case,  in 
which  it  refused  to  approve  a  franchise  granted  by  an  ordinance  of  the 
Township  of  Shrewsbury,  is  in  line  with  wise  public  policy. 

The  decision  in  the  Atlantic  Highlands  case  was  to  the  effect  that  com- 
petition between  public  utilities  tends  to  be  short-lived ;  that  the  unnecea~ 
sary  duplication  of  plant  entails  a  permanent  burden  upon  the  public  and 
that  the  illusive  doctrine  of  competition  in  this  lield  is  being  superseded 
by  an  experimental  regime  of  strictly  regulated  monopoly. 

Adequate  Service  by  Utility  in  Field — Protection  of  Existing  Investment. 

The  Board  found  that  the  system  of  the  Millville  Gas  Light  Company 
was  adequate  both  for  the  manufacture  and  for  the  distribution  of  gas 
to  all  parts  of  Millville  at  the  requisite  pressures:  that  the  Company  had 
not  been  inert,  unenterprising  or  derelict  in  recognizing  and  providing  for 
needed  additional  facilities;  and  that  it  had  been  prompt,  as  a  general 
rule,  in  atte'hding  to  complaints   and   remedying  the   same. 
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Held:  That  bono  fide  mvestnieats  in  a  public  utility  affording  good  serv- 
ice at  a  fair  price  are  an  essential  part  of  the  public  interests  and  that  the 
approval  of  the  franchise  in  question  would  threaten  or  seriously  impair 
the  legitimate  investment  of  the  Millville  Gas  Light  Company,  and  by 
implication  every  investment  similarly  circumstanced  in  the  state; 

That  the  franchise  is  not  necessary  and  proper  for  the  public  con- 
venience and  does  not  properly  conservE  the  public  interests. 

Tbe  application  was  accordingly  dismissed.* 


In  the  Mattbh  op  the  Petition  of  Monmojuth  Lighting 
Company  fob  Permission  to  Teansfbe  Certain  Shares 
op  Its  Capital  Stock,  upon  Its  Books,  to  Eastern 
Utiutibs  Corporation. 

Decided  May  is,  1913. 

Pnrchaae   of  Stock  of   Utility  by   Holding   Company — Construction   ot 
General  Corporation  Act  aa  Amended. 

Upon  application  for  permission  to  transfer,,  upon  tbe  books  of  the 
Monmouth  Lighting  Company,  certain  shares  of  its  stock  proposed  to  be 
sold  to  the  Eastern  Utihties  Corporation  by  the  individual  holders  thereof, 
it  appeared  that  the  Monmouth  Lighting  Company  ia  a  public  utility  as 
defined  by  the  statute,  and  that  the  Eastern  Utilities  Corporation  is  a 
corporation  organized  under  the  general  corporation  act- 
It  further  appeared  that  on  February  19,  1913,  while  this  application  was 
pendiiig,  the  general  corporation  act  had  been  amended  by  Chapter  18, 
Laws  of  1913,  so  as  to  prohibit  the  purchase  by  any  corporation  of  stock 
of  another  corporation,  except  in  cases  as  to  which  the  general  corporation 
act  and  the  acts  amendatory  thereof  provide  otherwise  and  in  cases  where 
the  right  to  purchase  such  stock  had  been  acquired  prior  to  the  passage 
of  the  amendment. 

Held:  That  the  only  provision  which  can  bring  the  proposed  transaction 
within  the  lirst  exception  is  that  contained  in  Chapter  14,  Laws  of  1913, 
which  authorizes  a  corporation  organized  under  the  general  corporation  act, 
to  purchase  stock  of  any  corporation  whose  property  is  Cognate  in  character 
and  use  to  the  property  used  or  contemplated  to  be  used  by  the  purchas- 
ing corporation  in  the  direct  conduct  of  its  own  bu^ness;  that  the  Eastern 
Utilities  Corporation  is  a  holding  company  for  public  utility  securities  whose 
property  would  consist  mainly  of  such  securities  whereas  the  property 
of  the  Monmouth  Lighting  Company  consists  of  a  lighting  plant,  and  con- 
sequently the  property  owned  by  the  latter  is  -not  cognate  in  character  and 
use  to  the  property  contemplated  to  be  used  by  the  former  corporation, 
and  Chapter  14  does  not  confer  upon  the  Eastern  Utilities  Corpora- 
tion the  power  to  purchase  slock  of  the  Monmouth  Lighting  Company ; 

That  inasmuch  as  the  Eastern  Utilities   Corporation   had  not,  prior   to 

February  19,  1913,  exercised  its  power  to  purchase  stock  of  other  corpora- 
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tions.  it  had  noi  acquired  any  rights  which  bring  the  proposed  t 
within  the  second  exception,  and  the  -object  for  which  the  Eastern  Uiilitirs 
Corporation  was  formed  is  no  longer  capable  of  accomplishment 
The  application  was,  accordingly,  dismissed.* 

REPORT. 

Bj  an  order  heretofore  made  this  Board  approved  the  issue 
and  sale  by  Monmouth  Lighting  Company  of  shares  of  its 
capital  stock  of  the  aggregate  par  ralue  of  f  16,000. 

In  pursuance  of  this  order,  the  company  issued  the  author- 
ized shares  to  individuals  by  whom  the  same  are  still  held. 

These  individual  holders  purpose  to  make  sale  of  the  shares 
held  hy  them  to  the  Eastern  Utilities  Corporatiun. 

Application  is  now  made  to  this  Board  for  permission  to 
transfer,  on  the  books  of  the  Monmouth  Lighting  Company, 
the  shares  so  proposed  to  be  sold  to  the  Eastern  Utilities  Cor- 
poration. 

The  provision  of  the  statute  (P.  L.  1911,  Chapter  195,  See. 
19)  under  which  the  application  is  made  is  as  follows: 

"Nor  shall  any  public  utility  as  herein  delined,  incorporated  under  ihc 
laws  of  this  State,  sell  any  share  or  shares  of  its  capital  stock  or  permit 
any  transfer  thereof  to  bt  made  on  its  books  lo  any  corporation,  foreign 
or  domestic,  result  of  which  sale  or  transfer  in  itself  or  in  conneclioH  jciih 
other  previous  sales  or  transfers  shall  be  to  vest  in  siteh  corporation  a 
majority  in  interest  of  the  *  *  *  outstandiug  capital  stock  of  such  public 
utility  corporation  unless  authori::ed  to  do  so  by  the  Board." 

The  Monmouth  Lighting  Company  is  a  public  utility  as  de- 
fined by  the  statute,  incorporated  under  the  laws  of  this  State. 

The  Eastern  Utilities  Corporation  is  a  corporation  of  this 
State  organized  under  the  general  corporation  act  Although 
its  certificate  of  incorporation  attempts  to  confer  upon  it 
power  to  engage  in  almost  every  kind  of  business  and  enter- 
prises, the  statement  is  made  by  its  Treasurer  that  it  is  o 
"holding  company  for  utility  company  securities." 

Although  its  authorized  capital  stock  is  (1,500,000,  of 
which  foOO,000  is  common  stock  and  }1,000,000  is  preferred 
stock,  its  incorporators  made  merely  a  nominal  subscription 
to  its  capital  stock,  and,  so  far  as  we  are  informed,  none  of 
its  capital  stock  has  been  issued. 

♦Editor's  headnote.  ^^  ., 
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The  queation  raised  bj  the  application  is  as  to  whether  the 
proposed  transfer,  on  the  books  of  the  Moomouth  Lighting 
Companj,  of  these  shares  of  its  capital  stock  of  the  aggregate 
par  valne  of  f  16,000,  or,  adopting  the  language  of  the  applica- 
tion, "such  amount  as  may  he  advisable,  excepting  only  quali- 
fying shares  for  the  directors  of  the  Monmouth  Lighting  Com- 
pany," shall  he  authorized? 

Approval  of  the  application  will  result  in  vesting  in  the 
Eastern  Utilities  Corporation  not  merely  a  majority  in  in- 
terest of  the  outstanding  capital  stock  of  the  Monmouth 
Lighting  Company,  but  in  substance  the  entire  outstanding 
shares  of  that  company,  since  the  shares  to  which  the  applica- 
tion refers  constitute  the  entire  initial  issue  of  the  shares  of 
that  company. 

To  determine  the  question  so  rai8e<J,  it  becomes  necessary 
to  ascertain  whether  or  not  the  Eastern  Utilities  Corporation 
is  by  statute  empowered  to  purchase  and  hold  these  shares 
of  the  capital  stock  of  the  Monmouth  Lighting  Company. 

At  the  time  of  making  the  application  and  until  February 
19th,  1913,  Section  51  of  the  General  Corporation  Act,  under 
which,  as  before  indicated,  the  Eastern  Utilities  Corporation 
was  organized,  provided  that: 

"An J  corporation  may  purchase,  hold,  sell,  assign,  transfer,  mortgage, 
pledge  or  otherwise  dispose  of  the  shares  of  the  capital  stock  of  •  •  • 
any  other  corporation  or  corporations  of  this  or  any  other  State  and  while 
onner  of  such  stock  may  exercise  all  the  rights,  powers  and  privileges 
of  ownership,  including  the  right  to  vote  thereon." 

This  section  of  the  statute  which  conferred  upon  the  East- 
em  Utilities  Corporation,  at  the  time  of  its  organization, 
power  to  purchase  and  hold  the  shares  of  the  capital  stock  of 
Monmouth  Lighting  Company  to  which  the  application  re- 
lates, has,  however,  in  the  meantime  and  while  the  application 
has  been  pending,  been  amended. 

Chapter  18,  Laws  of  1913,  the  amendatory  act,  which  be- 
came effective  February  19th,  1913,  in  so  far  as  it  is  pertinent 
to  the  application,  is  as  follows: 

''So  corporation  heretofore  or  hereafter  to  be  organized  under  the 
provisions  of  this  act  to  which  this  is  an  amendnient,  or  the  amendments 
thereof    or    supplements  thereto,  except   as  otherwise  provided   therein   or. 
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thereby,  shall  hereafter  purchase,  hold,  tell,  assign,  transfer,  mortgage, 
pledge  or  otherwise  dispose  of  the  shares  of  the  corporate  stock  of  any 
other  corporation  or  corpotations  of  this  or  any  other  State,  >  •  •  gor 
as  owner  of  such  stock  exercise  any  of  the  rights,  powers  and  privil^es 
of  ownership,  including  the  right  to  v«te  thereon,  *  *  *  frovidid,  alto, 
that  nothing  herein  contained  shall  be  held  to  affect  or  impair  any  right 
heretofore  acquired  in  pursuance  of  the  section  hereby  amended  by  any 
corporation  created  under  the  laws  of  this  State." 

In  the  judgment  of  this  Board  the  section  of  the  statute  as 
amended,  becoming  effective  February  19tb,  1913,  prohibits 
any  corporation  organized  or  to  be  organized  under  the  gen- 
eral corporation  act  from  thereafter  purchasing,  holding,  etc., 
'-'the  sbarcs  of  the  corporate  ntock  of  any  other  corporation 
or  corporations  of  this  or  any  other  Btate"  and  aa  owner  of 
such  stock  from  exercising  "any  of  the  rights,  powers  and 
privileges  of  ownersblp,  including  the  right  to  vote  thereon." 

To  the  prohibition  so  imposed  there  are,  however,  two 
general  exceptions,  the  first  covering  the  cases  in  which  the 
general  ■corporation  act,  and  the  acts  supplemental  thereto, 
and  amendatory  thereof  "otherwise  provide,"  and  the  second 
where  the  power  to  purchase  and  hold,  etc.,  and  to  exercise 
tjie  rights,  powers  and  privileges  of  ownership,  including 
the  right  to  vote  shares  of  corporate  stock,  is  involved  in  any 
right  acquired  prior  to  February  19th,  1913,  in  pursuance 
to  the  section  amended. 

On  the  construction  of  the  section  as  amended  it  becomes 
necessary  to  determine  whether  any  other  section  of  the 
statute  confers  upon  the  Eastern  Utilities  Corporation 
power  to  acquire,  as  proposed,  the  shares  of  the  capital  stock 
of  the  Monmouth  Lighting  Company. 

In  purchasing  from  the  individual  holders  thereof  the 
shares  of  the  capital  stock  of  Monmouth  Lighting  Company, 
the  Eastern  Utilities  Corporation  proposes  to  issue,  to  such 
individual  holders,  shares  of  its  own  capital  stock,  par  for 
par. 

Section  49  of  the  general  corporation  act  as  amended  by 
Chapter  14  of  the  Laws  of  1913,  effective  Febraary  19th, 
1*113,  provides  in  so  far  as  it  is  pertinent  to  the  application, 
that: 

"Any    corporation    formed    under   this    act    may    purchase    ♦    •    ♦    the 
'k  of  any  corporation,  necessary  for  its  business,  and  issuestocktOn^the 
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amount  of  the  value  thereof  in  payment  therefor,  subject  to  the  provisions 
hereinafter  set  forth  •  *  •  Provided  *  *  •  that  the  property  owned 
by  the  corporation  whose  stock  is  purchased  shall  be  cognate  in  character 
and  use  to  the  property  used  or  contemplated  to  be  used  by  the  purchasing 
corporation  in  the  direct  conduct  of  its  own  proper  btuiness    ♦**,*■ 

Tliu  section  of  the  statute  as  amended  cobflnes  a  cor- 
poration organized  under  the  general  corporation  act  to  the 
purchase  of  the  sharoR  of  the  capital  stock  of  a  corporation, 
tiie  property  owned  by  which  is  cognate,  in  character  and 
use,  to  the  property  used  or  contemplated  to  be  used  bj  the 
purchasing  corporation  in  the  direct  conduct  of  its  own 
proper  buaineai. 

The  Eastern  Utilities  Corporation  is  avowedly  "a  holding 
company  for  utility  company  securitiea." 

It  had  not,  as  yet,  on  February  19th,  1913,  actively  em- 
barked upon  the  businetw  to  engage  in  which  it  was  created. 

It  had  not  then,  therefore,  in  accordance  with  its  con- 
templated purpose,  acquired  any  of  the  shares  of  the  capital 
Rtock  or  any  of  the  securities  of  a  "public  utility  corpora- 
tion." 

If  the  object  for  which  the  Eastern  Utilities  Corporation 
was  formed  is  now  capable  of '  accomplishment  its  proper 
businefts  will  consist  in  acquiring  and  holding  shares  of  the 
capital  stock  and  of  securitief  of  public  utility  corporations 
and  disbursing  the  returns  thereon  in  the  form  of  dividends; 
the  property  used  or  contemplated  to  be  used  by  it  in  the 
direct  conduct  of  its  own  proper  business  will,  aside  from 
office  equipment,  consist,  in  tbe  main,  of  moneys  paid  in 
under  subscriptions  to  its  capital  stock  and  of  shares  of  the 
r-apital  stock  and  of  securities  of  public  utility  corporations. 

The  business  of  the  Monmouth  Lighting  Company  is  that 
of  generating  and  distributing  light,  etc.,  its  property  con- 
siHts  of  a  light  generating  and  distribution  plant  and  the 
franchises  under  which  the  same  is  operated. 

In  the  judgment  of  this  Board  the  property  owned  by  the 
Monmouth  Lighting  Company  is  not  cognate  in  character 
and  use  to  the  property  used  or  contemplated  to  be  used  by 
the  Eastern  Utilities  Corporation  in  the  direct  conduct  of 
it"  own  proper  business. 
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It  follows  therefore  that  thiti  section  of  the  statute  as 
amended  does  Dot  confer  upon  the  Eastern  Utilities  Corpora- 
tion power  to  purchase  and  hold  the  shares  of  the  capita! 
slock  of  the  Monmouth  Lighting  Company  from  the  in- 
dividual holders  thereof  as  proposed. 

We  fail  to  find  any  other  provision  in  the  general  cor- 
poration act  which  can  be  claimed  to  bring  the  proposed 
transaction  within  the  first  exception  to  the  prohibition  con- 
tained in  Section  51  of  the  general  corporation  act,  as 
amended. 

It  Tpmains  to  be  determined  whether  the  proposed  transac- 
tion falls  within  tlie  second  exception  coutajned  in  Section 
ni  of  the  general  corporation  act,  as  amended. 

This  exception  is  set  forth  in  the  following  words : 

"  *  •  •  nothing  herein  contained  shall  be  held  to  affect  or  impair  any 
right  heretofore  acquired  in  pursuance  of  the  section  hereby  amended,  by 
any  corporation  created  under  the  laws  of  this  State." 

The  tiling  by  the  Eastern  Utilities  Corporation  of  its  cer- 
tificate of  incorporation  under  the  general  corporation  act 
and  its  organization  thereunder  before  February  19th,  1913, 
as  the  statute  then  stood,  empowered  it  to  purchase  and  hold 
shares  of  the  capital  stock  of  any  other  corporation  of  this 
or  any  other  State. 

This  power,  however,  was  not  exercised  prior  to  February 
19th,  1913.  The  Eastern  Utilities  Corporation  bad  not  then, 
prior  to  that  date,  acquired  in  pursuance  to  Section  51  as 
it  therefore  stood,  any  right  which  would  be  affected  or 
impaired  by  the  termination  of  its  power  to  so  purchase  and 
hold  shares  of  the  capital  stock  of  any  corporation  of  this 
or  any  other  State, 

To  have  acquired  rights  in  pursuance  to  this  section  of 
the  statute,  as  it  stood  before  amended,  an  exercise  of  the 
power  conferred  thereby  would  have  been  necessary. 

The  rights  wliich  are  saved  from  the  operation  of  the  sec- 
tion, as  amended,  by  tlie  second  exception  thereto,  are  those 
only  which  have  been  acquired  by  an  exercise  prior  to  Feb- 
ruary 19tb,  lfll3,  of  the  power  conferred  by  the  section  as 
it  stood  prior  to  its  amendment. 
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The  transaction  proposed  does  not  fall  within  the  second 
exception  to  the  amended  section  of  the  State,  Approval  of 
the  application  is,  on  these  coiiiniderations,  denied,  and  an 
order  dismiRsing  it  will  issue. 

Entered  May  13th,  1913. 

ORDER. 

This  petition  having  been  duly  Iieard  and  the  Hoard  hav- 
ing, on  tite  date  hereof,  made  and  filed  a  rep!>rt  containing 
itK  findings  of  fact  and  conclusions  thereon,  the  Board's  ap- 
proval of  this  petition  it  withheld  and  the  application  is 
hereby  di^miBsed. 

Entered  May  13th,  1913. 


In  the  Matter  of  the  Application  of  Public  Service  Gas 
Company  fob  Approval  op  an  Issue  of  Shares  of  Its 
Capital  Stock  to  the  Aggregate  Par  Value  of 
J7oO,000. 

Decided  June  3,  1913. 

Authorisatioi]  of  Stock— Parchue  of  Stock  of  Utility  by  Holding 
Company. 

This  application  of  the  Public  Service  Gas  G>nipany  for  approval  of  an 
issue  of  its  capital  stock  was  granted  by  the  Commission. 

.-Knticipating  the  purpose  of  the  Public  Service  Corporatioo  to  acquire  the 
stock  herein  authorized,  the  Commission,  on  its  own  initiative,  passed  upon 
the  question  of  the  corporation's  right  to  do  so  under  the  general  cor- 
poration act,  as  amended   February   19,   1913,  by  Chapter   18,   Laws  of   1913. 

Held:  Affirming  the  Board's  decision  upon  the  petition  of  the  Monmouth 
Lighting  Company,*  that,  since  the  PubUc  Service  Corporation  15  a  hold- 
ing company  and  the  Public  Service  Gas  Company  is  engaged  in  the  manu- 
facture and  distribution  of  gas.  Chapter  18,  Laws  of  1913,  prohibiting  Ihe 
purchase  by  any  corporation  of  stock  of  another  corporation,  is  applicable 
to  the  proposed  transaction; 

That,  however,  since  the  Public  Service  Corporation  had  acquired,  prior 
to  February  19,  1913,  certain  shares  of  the  slock  of  the  Public  Service. 
Gas  Company  which  carried  the  privil^e  of  subscribing  to  any  additional 
issues  of  said  stock,  the  right  thereby  acquired  is  preserved  by  Chapter  18. 
Laws  of  1913,  and  the  Public  Service  Corporation  is  not  prohibited  from 
subscribing  for  its  pro  rala  allotment  of   the  issue  hereby  authoriied-t 


•Printed  at  page  263  of  this  Leaflet.— Ed. 
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MEMORANDUM. 

The  Public  Service  Oas  Coiapany  makes  application  fur 
the  approval  of  an  issue  of  shares  of  its  capital  stock  of  the 
aggKg&ie  par  value  of  97i>U,000  to  be  sold  at  not  less  than 
par,  the  proceeds  of  which  are  to  be  used  for  extension  and 
betterment  of  the  plant  of  the  company.  The  extensions  and 
betterments  to  the  making  of  which  such  proceeds  are  to 
be  applied  are  set  up  in  detail  in  the  application. 

The  application  is  made  under  section  18  (c)  of  Chapter 
193  of  the  Laws  of  1911.  The  Board  finds  and  determines, 
after  hearing  upon  the  application,  that  the  proposed  issue 
is  to  be  made  in  accordance  with  law,  and  that  the  purpose 
of  such  proposed  issue,  as  set  up  in  the  statements  attached 
to  the  application,  is  such  as  should  be  approved  by  it. 

A  certificate  approving  the  proposed  issue  will  therefore 
be  granted.  If  it  is  the  purpose  of  Public  Service  Corpora- 
tion to  subscribe  for  and  take  any  part  of  the  issue  so  ap- 
proved question  may  arise  as  to  whether  or  not  Chapter  18  of 
the  Laws  of  1913  prohibits  such  purpose.  It  may  be  well 
to  dispose  of  tliis  question,  so  far  as  this  Board  is  concerned, 
at  this  time. 

Some  phases  of  this  statute  were  considered  by  this  Board 
in  the  proceeding  entitled  /n  the  matter  of  the  petition  of 
Monmouth  lAghting  Company  for  permission  to  transfer 
certain  shares  of  its  capital  stock  upon  its  books,  to  Eastern 
Utilities  Corporation.' 

As  Public  Service  Corporation  is  a  "holding  company," 
organized  under  the  General  Corporation  Act  of  this  State, 
and  Public  Service  Gas  Company  is  a  corporation  of  this 
State  engaged  in  the  manufacture  and  distribution  of  gas, 
what  wan  said  in  the  memorandum*  filed  by  this  Board  in 
tlie  Monmouth  Lighting  Company  proceeding  in  general,  as 
to  the  construction  and  application  of  Chapter  18  of  the 
Laws  of  1913,  is  applicable  here. 

The  Public  Service  Corporation  of  New  Jersey,  however, 
prior  to  Febroarr  19th,  1913,  the  date  on  which  Chapter 
18  of  the  Laws  of  3913  became  effective,  acquired,  and  on 
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that  day  held,  substantially  all  of  the  outstanding  shares  of 
capital  st^ock  of  the  Public  Service  Gas  Company. 

It  acquired  and  held  these  shares  of  capital  stock  of  the 
Public  Service  Gas  Company  under  the  authority  of  Sec- 
lion  51  of  the  general  corporation  act,  as  it  stood  before  its 
rjnendment  by  Chapter  18  of  the  I^ws  of  1913,  which  con- 
tained, with  respect  to  stock  acquired  in  pursuance  thereof 
a  provision  that,  while  owner  of  the  stock  so  acquired,  the 
corporation  might  exercise  all  rights,  powers  and  privileges 
of  ownership  including  the  right  to  vote  thereon. 

One  of  the  rights,  powers  and  privileges  of  such  ownership 
by  Public  Service  Corporation  of  New  Jersey  of  shares  of 
tlie  capital  stock  of  Public  Service  Gas  Company  was  that 
fif  subscribing  for  and  taking,  in  proportion  to  its  holdings, 
any  new  or  additional  issues  of- the  capital  stock  of  the  Pub- 
lic Service  Gas  Company. 

Way  V.  American  Qrease  Company,  60  K.  J.  E.  263. 
Wall  V.  Utah  Copper  Company,  70  N.  J.  E.  17. 

This  right  so  acquired  by  the  Public  Service  CorporatitHi 
of  New  Jersey  is  preserved  by  the  exception  to  Chapter  18 
of  the  Laws  of  1913,  which  provides : 

"Nothing  herdo  contained  shall  be  held  to  aSect  or  impair  any  right 
heretofore  acquired  in  pursuance  of  the  section  hereby  amended,  by  an; 
corporation  crated  under  the  laws  of  this  State." 

In  the  judgment  of  this  Board,  therefore,  the  Public  Serv- 
ice Corporation  of  New  Jersey  is  not  prohibited  by  Chapter 
18  of  the  Laws  of  1913,  from  subscribing  for  and  taking  its 
pro  rata  allotment  of  the  iscme  of  the  capital  Btock  of  the 
Public  Service  Gas  Company  which  is  hereby  approved. 

Entered  Jnne  3d,  1913. 
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Public  Service  Commission — Second  District. 

IN'  THE  MaTTEB  op  VaBIOUS  COMPr«\INTS  AGAINST  ThE  NKW 

YoEK  Central  and  Hudson  Rlvbr  Raileoad  Company 
AS  TO  Its  Commutation  and  Othbb  Passenger  Rates 
UPON  Its  Hudson  and  Harijcm  Divisions. 
In  the  Matter  of  Vaeious  Co>rt>LAiNTS  against  The  New- 
York.  New  Haven  and  Hartford  Railroad  Company 
AS  to  Its  Commutation  and  Other  Passenger  Rates. 

No.  162. 

Decided  January  31,  ipij. 

In  tliese  cases  the  Commission  holds: 

Increase  in  Ratu— Burden  of  Proof  as  to  Reasonableness — Presumption 
of  Reasonableness  of  Long-standing  Rates. 

1.  A  rate  l^xed  and  established  as  a  voluntary  act  of  the  corporation 
itself  which  has  been  charged  and  collected  by  the  corporation  during  u 
period  of  time  sufhciently  long  to  show  that  it  is  not  a  mere  experiment, 
and  has  been  a  rate  which  the  corporation  charged  and  collected  as  a 
regular  and  settled  rate  which  has  been  accepted  by  the  public  in  its  deal- 
ings with  the  corporation  as  just  and  reasonable,  under  which  business 
affecled  by  the  rate  has  prospered  and  increased,  must  as  against  the  cor- 
poration he  treated  as  presumptively  just  and  reasonable.  It  is  unreasonable 
(o  increase  such  a  rate  without  a  new  state  of  facts  which,  for  some  reason, 
makes  the  old  rate  not  justly  and  fairly  remunerative  to  the  corporation. 
Such  facts,  if  they  exist,  are  peculiarly  within  the  knowledge  of  the  cor- 
poration, A  change  having  been  made  by  it  from  a  presumptively  reason- 
able rate,  the  burden  lies  upon  it  in  the  first  instance  to  overcome  by  evi- 
dence the  presumption  of  fact  that  the  increased  rate  is  unreasonable. 

Low  Conunutation  Demanded  by  Public  Policy. 

2.  That  as  a  matter  of  public  policy  the  rates  into  New  York  City  from 
the  commuting  district  should  be  placed  at  the  lowest  reasonably  possible 
point,  both  in  the  interests  of  the  public  and  of  the  railroads. 

Effect  of  Increased  Rates  on  Traffic. 

3.  That  the  increased  rates  of  both  respondents  have  operated  un- 
favorably upon  traffic. 
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4.  That  the  revenues  from  the  increased  rates  have  not  increased  above 
the  revenues  from  the  lormer  rates  in  anything  like  the  increase  in  rates, 
showing  that  the  increase  tends  to  restrict  travel  and  brings  no  sufficient 
benefits  to  the  railroad  company  lo  justify  the  increase. 

Rental  of  Pacilitici  Charge«bte  to  General  Bxpeiue. 

5.  That  in  the  case  of  New  Haven  company,  the  tollage  and  terminal 
charges  paid  by  it  to  the  Central  company  for  the  use  of  its  tracks  and 
Icrrainai  facilities  in  the  city  of  New  York  are  in  the  nature  of  rent  and 
a  part  of  the  general  expense  of  the  company,  and  can  not  be  allocated  to 
the  particular  traffic  u»ng  such  tracks  and  terminal.* 


In  thk  Mattbe  of  the  Pbtition  of  Nobthebn  Powbe  Com- 
pany UNDEB  Section  68  of  the  Public  Seevicb  Com- 
missions Law  foe  Pebmission  to  Exebcise  Rights  anii 
Fbivilbges  in  the  Vii-lagb  of  Antweep  and  in  the 
Town  of  Antwbbp,  Jbffbbson  County;  and  in  the 
Town  of  Rossie,  St.  Lawebnce  County. 

No.  155. 

Decided  April  g,  1913, 

InvaaioB  of  Occupied  Field — Service  of  Companj'  in  Field. 

Petitioner  seeks  by  the  building  of  a  transmission  line  from  Gouver- 
neur  and  exercise  of  a  franchise  granted  by  the  Village  of  Antwerp  to 
furnish  electricity  for  light  and  power  in  that  village,  notwithstanding  the 
fact  that  the  Antwerp  Light  and  Power  Company  is  operating  in  the 
Village  of  Antwerp.  The  Antwerp  company  has  not  been  furnishing  ade- 
quate service  for  light  or  power  in  that  village,  but  is  has  arranged  so 
to  do  and  intends  to  file  a  duly  executed  agreement  covering  the  installa- 
tion of  steam  power  to  be  used  as  auxiliary  to  its  water  power  at  Antwerp. 
These  arrangements  have  involved  considerable  investment  on  the  part 
of  the  Antwerp  company.  Upon  the  facts  and  conditions  in  this  proceeding, 
Held:  That  upon  the  filing  on  or  before  May  1,  1913,  of  the  said  duly 
executed  agreement  the  petition  or  Northern  Power  Company  so  far  as  it 
relates  to  exercise  of  franchise  granted  to  petitioner  by  the  Village  of 
Antwerp  and  the  construction  of  its  transmission  line  lo  the  Village  of 
Antwerp  should  be  denied,  and  that  as  to  the  other  matters  embraced  in 
the  petition  the  case  should  be  closed  subject  to  further  application  on 
the  part  of  petitioner  in  respect  thereto.  The  petitioner  to  have  leave  to 
apply  (or  reopening  of  the  entire  case  on  or  after  November  1,  1913,  upon 
affidavits  showing  that  the  Antwerp  company  is  failing  to  render  adequate 
continuous  service  to  the  people  of  that  locality. 


'Syllabus  prepared  \j  the  Commission.— Ed. 
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ArPEABiNCBS: 

H.  M.  Ingram,  for  petitioner. 

John  X.  Carlisle,  for  Antwerp  Light  and  Power  Company, 
hi  opposition. 

OPINION. 

Dbckfb,  Commiaaioner : 

The  pptitioner  asks  the  permission  and  approval  of  the 
('ommission  to  exercise  rights  and  privileges  under  franchises 
or  coDBents  granted  by  the  Village  of  Antwerp  and  the  super- 
intendent of  highways  of  the  Town  of  Antwerp,  both  in 
Jefferson  county,  and  the  superintendent  of  highways  of  the 
Town  of  Rossie  in  St.  Lawrence  county,  and  to  begin  con- 
struction of  its  transmission  line  and  distribution  system 
under  Miid  franchises  or  consents.  The  Antwerp  Light  and 
Power  Company  operates  in  and  about  the  Village  of 
Antwerp  and  opposes  the  petition  so  far  as  it  asks  permission 
and  approval  to  construct  a  line  in  the  Village  of  Antwerp 
and  exercise  the  franchise  granted  by  the  board  of  trustees 
of  the  Village  of  Antwerp. 

The  only  two  points  where  service  of  consequence  would 
]to.  rendered  by  the  petitioner  in  the  construction  of  the 
proposed  transmission  line  would  be  in  the  Village  of 
Antwerp,  and  in  the  Village  of  Spragneville  which  is  in  the 
town  of  Bossie.  If  permission  and  approval  in  relation  to 
the  Village  of  Antwerp  franchise  were  denied  to  the  peti- 
tioner, it  would  not  construct  its  line  to  the  Village  of 
Ppragueville.  It  follows,  therefore,  that  the  matter  in  con- 
troversy is  as  to  permission  and  approval  of  the  Village  of 
Antwerp  franchise.  The  petitioner's  proposed  transmission 
line  if  to  be  constructed  from  Gonvemeur  to  Antwerp,  a 
distance  of  twelve  miles,  passing  through  Spragueville,  a 
vitlagp  of  about  three  hundred  inhabitants  and  which  lies 
between  Gouverneur  and  Antwerp.  The  Northern  Power 
Company  is  a  distributing  company  which  fomiahea  and 
distributes  electric  current  produced  at  Hannawa  Falls  and 
Higley  Falls  on  the  Raquette  river  in  8t.  Lawrence  county, 
snd  carries  the  same  over  its  transmission  lines  to  Ogdrais- 
hurg,    Potsdam,    Canton,    Gouverneur,    Hewvelton,    Lisbon, 
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HermoD,  Bicbville,  and  to  the  Stella  Mines  .Company  at 
StellaviUe.  Apparently  it  is  able  under  normal  conditions 
to  obtain  current  sufficient  to  supply  any  and  all  require- 
ments which  might  be  made  upon  it  under  any  of  the  fran- 
chises embraced  in  this  proceeding.  It  has  given  testimony 
based  upon  estimates  of  expected  business  to  the  effect,  that 
thisextension  of  its  transmission  line  would  yield  a  profit 
upon  the  Jorestment,  but  any  such  showing  must  be  qualified 
by  the  coutLDuance  in  business  of  the  Antwerp  Light  and 
Power  Company  at  Antwerp.  It  is  plain  that  the  two  com- 
panies could  not  divide  the  present  or  prospective  business 
and  both  operate  at  a  profit.  The  real  basis  of  i>etitioner's 
case  with  reference  to  the  approval  of  the  exercise  by  it  of 
t!ie  Village  of  Antwerp  franchise  is  in  the  showing  of  utterly 
inadequate  service  on  the  part  of  the  Antwerp  Light  and 
Power  Company.  It  must  be  found  as  fact  that  prior  to 
the  filing  of  the  petition  the  Antwerp  Light  and  Power  Com- 
pany ^\-a«!  unable  to  furnish  sufficient  current  from  its  then 
existing  plant,  operated  by  water  power,  to  light  the  village 
at  all  seasons  of  the  year,  to  say  nothing  of  any  then  existing 
demand  for  power  in  that  locality.  During  the  low  water 
seasons  the  Antwerp  Light  and  Power  Company,  depending 
solely  upon  water  power,  could  not  serve  the  Village  or  its 
other  customers.  The  record  shows,  however,  that  it  has 
made  some  improvements  to  its  plant,  and  that  it  has  entered 
into  an  arrangement  with  the  F.  X.  Baumert  Company, 
operating  a  cheese  factory  in  Antwerp,  whereby  it  shares  in 
the  cost  of  installing  additions  to  the  Baumert  steam  plant 
and  participates  in  a  reciprocal  arrangement  with  the 
Baumert  company  for  power,  the  effect  being  to  give  both  the 
Antwerp  company  and  the  Baumert  company  considerable 
additions  t^  their  power  resources,  either  water  or  steam, 
and  that  claim  is  fairly  made  that  the  Antwerp  Light  and 
Power  Company  will  be  in  a  position  during  the  spring 
months  to  meet  all  demands  for  electric  current,  whether 
for  light  or  for  power  purposes.  The  agreement  between 
the  Antwerp  company  and  the  Baumert  company  is  as  yet 
in  the  form  of  correspondence  or  memorandum,  but  it  is 
to  be  duly  prepared  and  executed.    There  is  no  reason  to 
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floubt  the  good  faith  of  the  parties,  and  the  interest  of  eacli 
in  completely  consummating  the  agreement  by  execution  of 
n  formal  inatntment  is  apparent.  There  is  some  demand 
for  electric  current  for  power  purposes  in  Antwerp,  and  the 
testimony  indicates  that  this  demand  is  liable  to  be  con- 
.<4iderablj  incrpiised.  No  showing  is  made  that  the  quality 
of  the  service  rendered  by  the  Antwerp  Light  and  Power 
Company,  to  the  extent  it  has  been  able  to  render  it,  is  had, 
and  there  is  not  in  this  case  any  question  that  the  Antwerp 
company's  rates  are  excessive,  or  that  the  rates  of  the  peti- 
tioner, if  it  should'  be  permitted  to  engage  in  business  in 
Antwerp,  would  be  materially  lower  than  those  which  have 
been  charged  or  will  be  chained  by  the  Antwerp  company. 
The  Antwerp  company  is  endeavoring  in  various  ways  to 
increase  its  water  power  facilities,  principally  with  reference 
to  obtaining  power  from  Lake  Bonaparte.  The  Village  has 
a  five  year  lighting  contract  with  the  Antwerp  Light  and 
Power  Company  which  was  made  during  the  Summer  of 
1912,  and  runs  from  October  1,  1912.  If  the  improvements 
which  have  been  arranged  for  by  the  Antwerp  company  shall 
he  completed  promptly,  we  are  unable  to  see  why  that  coin- 
pnny  will  not  be  able  fully  to  serve  Antwerp  and  its  locality. 
This  Commission  in  March,  1910,  approved  the  petition 
of  the  Antwerp  Light  and  Power  Company  to  exercise  rights 
under  a  franchise  granted  to  it  by  the  Village  of  Antwerp, 
and  also  authorized  the  Antwerp  company  to  issue  its  capital 
stock  to  the  amount  of  (43,000  for  the  purpose  of  acquiring 
the  property  rights  of  Joseph  A,  Banmert  in  the  electric 
light  company  then  in  existence  in  that  village.  It  is  cer- 
tain that,  with  the  introduction  of  a  new  company  in  the  Vil- 
lage of  Antwerp  for  the  purpose  of  supplying  Antwerp  with 
electric  light  and  power,  neither  company  could  operate  at 
«  profit,  and  the  investment  in  the  Antwerp  Light  and  Power 
Company's  property  would  be  very  seriously  damaged,  and 
might  eventually  be  destroyed.  On  the  other  hand,  the 
people  of  Antwerp  are  entitled  to  good  and  adequate  electric 
service ;  and  if  the  Antwerp  Light  and  Power  Company  shall 
prove  iinable  or  unwilling  to  supply  such  service,  the  propri- 
ety of  admitting  the  petitioner  into  that  field  is  obvioas. 
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The  Commission  is  of  the  opiuion  that  upon  the  filing 
with  it  on  or  before  May  1,  1913,  of  a  duly  executed  agree- 
ment, based  npon  the  present  memorandum  agreement 
Ijetweon  the  Antwerp  Light  and  Power  Company  and  the 
F.  X.  Baumert  Company,  the  petition  in  this  proceeding, 
9{t  far  as  it  relates  to  the  exercise  of  the  franchise  granted 
to  petitioner  by  the  Village  of  Antwerp  and  the  construction 
of  its  transmission  line  into  the  Village  of  Antwerp,  should 
lie  denied;  and  that  as  to  the  other  matters  embraced  in  the 
petition  the  case  should  I>e  closed,  subject  to  further  applica- 
tion on  the  part  of  the  petitioner  iu  respect  thereto.  The 
order  of  the  Coramission  should  also  give  the  petitioner 
leave  to  apply  for  a  reopening  of  the  entire  case  on  or 
after  November  1,  1913,  npon  affidavits  showing  that  the 
Antwerp  Light  and  Power  Company  is  failing  to  render 
adequate  continuous  service  to  the  people  of  that  locality. 


In  thp  Mattes  op  the  Complaint  op  Louis  P.  Fuhrmann 
AS  Matoe  of  the  Citt  op  Buffalo  against  The 
Cataract  Power  and  Conduit  Company. 

Case  No.  2590. 
Decided  May  I,  1913. 

Rehearing  Denied. 

OEDBB. 

On  the  2nd  day  of  April,  1913,  this  Commission  made  an 
order  in  this  case"  fixing  the  rates  to  be  thereafter  charged 
by  the  respondent.  The  Cataract  Power  and  Conduit  Com- 
pany, for  electrical  energy.  On  the  22nd  day  of  April,  1913, 
tlie  said  company  filed  with  this  Commission  a  petition 
asking  for  a  rehearing  in  this  case. 

The  Commission  has  carefully  examined  the  said  petition 
and  considered  the  grounds  stated  therein  upon  which  the 
company  asks  for  a  rehearing.     Witli  few  exceptions,  said 

^Printed  in  Commission  Leaflet  No.  18,  at  page  1015. — Ed. 
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grounds  are  those  wbicb  were  extensively  litigated  upon 
the  hearing,  and  were  fally  considered  by  the  Commission 
in  its  determination  of  the  case,  and  its  reasons  for  the  de- 
terminations made  are  fully  set  forth  in  the  CommiBsion's 
opinion.  So  far  as  aJ)  of  these  matters  are  concerned,  it  is 
not  understood  that  the  company  expects  that  the  rehearing 
will  bo  granted,  but  has  made  the  formal  application  in 
order  to  comply  with  the  requirements  of  law  in  order  that 
it  may  talie  further  proceedings  in  the  courts  for  a  review 
of  the  determination  of  the  Commission.  The  Commission 
perceives  no  reason  why  the  application  for  a  rehearing 
should  be  granted. 

There  is  an  allegation  in  the  petition  that  there  is  an 
obviou3  error  in  the  opinion  in  the  matter  of  certain  figures 
concerning  additions  for  1912.  The  Commission  has  care- 
fully gone  over  the  matter  and  has  reviewed  the  evidence 
and  brief  of  the  respondent,  and  is  satisfied  that  there  is  no 
error  as  claimed.  If,  however,  there  were  such  an  error, 
the  proper  practice  would  not  be  to  grant  a  rehearing  of 
the  entire  case.  The  company  should  make  a  motion  for 
the  correction  of  such  obvious  error,  and  that  could  easily 
be  done  if  the  error  existed.  For  this  reason,  the  petition 
for  a  rehearing  upon  this  point  should  also  be  denied  upon 
the  ground  that  the  practice  adopted  by  the  petitioner  is 
incorrect. 

The  7th  ground  of  error  with  reference  to  the  condition 
contained  in  the  franchise  under  which  the  respondent  is 
operating  in  the  city  of  Buffalo,  that  the  company  "shall 
not  charge  any  consumer  a  greater  proportionate  price  or 
higher  rate  per  horse  power  than  it  shall  have  previously 
charged  him,"  was  considered  by  the  Commission  in  the  de- 
cision of  the  case  and  it  ^4^™^*^  ^^^^  ^^^^  provision  in  the 
franchise  did  not  apply  to  a  rate  fixed  by  the  Commission 
and  which  the  company  was  obliged  to  charge  by  reason  of 
the  Commission's  order,  and  that  thin  provision  could  only 
properly  be  applied  to  those  rates  which  the  company 
voluntarily  and  upon  its  own  motion  put  in.  This  construc- 
tion of  the  franchise  was,  upon  the  trial,  taken  by  the  Cor- 
-  "-atioii  Counsel  representing  the  city,  and  such  we  believe 
'  the  correct  construction. 
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With  reference  to  the  possibility  that  the  company  inaj 
reBort  to  steam  generatiug  power,  it  is  entirely  competent 
for  the  company  in  such  event  to  apply  to  this  CommisBiou 
for  a  modification  of  the  order  at  any  time.  Such  orders 
are  within  the  control  of  the  Commission  and  can  be 
amended  upon  its  own  motion.  In  view  of  this  state  of  the 
law,  it  is  not  proper  that  a  rehearing  should  be  granted 
upon  a  bare  possibility,  from  the  burden  of  which  the  cum- 
puny  coold  he  relieved  at  any  time  by  the  action  of  tli*; 
Commission. 

In  the  11th  allegation  of  error,  it  is  claimed  that  the 
company  has  many  customers  with  which  it  has  a  valid  con- 
tract providing  for  higher  prices  to  be  paid  by  such  cus- 
tomers, and  that  such  contracts  ought  not  to  be  affected  by 
the  order  of  the  Commission.  The  company  gave  no  evidence 
upon  the  hearing  of  any  such  contracts  except  that  with  tliu 
International  Railway  Company,  and  it  was  recognized  by 
the  Commission  that  this  contract  should  not  be  disturbed. 
Fall  opportunity  was  given  to  the  company  to  present  U<e 
state  of  facts  set  forth  in  allegation  of  error  No.  11,  but  IL 
failed  to  do  so.  If  it  desires  to  raise  that  question  now,  it 
should  not  be  done  by  a  petition  for  a  rehearing,  but  upon 
motion  to  correct  the  order  by  proper  exception,  as  was  done 
in  the  case  of  the  International  Railway  Company,  such 
motion  to  be  upon  notice  to  all  of  the  parties  having  or 
claimed  to  have  such  contracts.  It  cannot  be  permitted  as 
good  practice  that  the  company  should  try  this  case  at  great 
length  and  having  full  knowledge  of  this  state  of  affairs,  not 
give  evidence  concerning  it  and  then  because  the  decision  in 
unsatisfactory  to  it,  claim  a  rehearing  of  the  entire  caae. 
r^eave  can  be  granted  at  any  time  to  make  a  motion  to 
correct  the  order  if  the  facts  should  so  warrant  upon  notice 
i.T  the  parties  aflfected. 

In  view  of  alt  the  foregoing, 

Ordered,  That  the  petition  of  The  Cataract  Power  and 
Conduit  Company  for  a  rehearing  in  this  case  be  and  the 
same  im  hereby  denied,  with  leave  to  apply  to  this  Commis- 
Rion  to  correct  any  errors  in  its  opinion  with  reference  to 
the  additions  for  1912;  with  leave  to  apply  for  a  modification 
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of  the  order  in  case  of  the  erection  of  a  steam  plant,  or  the 
necessity  of  resorting  to  steam  generated  power  to  supply 
its  customers  in  whole  or  in  part;  and  with  leave  to  apply 
for  a  modification  of  the  order  with  respect  to  customers 
witli  which  it  has  a  valid  contract,  at*  indicated  in  this  order. 


In  the  Matteb  of  the  CompIoAint  of  Louis  P.  Fuhbmann, 

AS   MAYOB   op   THE   CiTY   OF    BUFFAIX)   AGAINST    BUFFAIX) 

General  Elegtbic  Company. 

Case  No.  ^90. 
Dtcidtd  /««  iS,  1913. 

Hodification  of  Previous  Order— Ratea  Dependent  upon  Cost  of  Power 

Parchssed  and  upon  Method  of  Generation — Valuation  of  Property 

as  Evidence  in  Future  Proceedings. 

The  previous  order  in  this  case,  dated  April  2nd,  1913,*  was  modified 
fo  as  to  provide  that  the  rates  to  be  charged  by  the  Buffalo  General  Electric 
Company  should  be  dependent  upon  the  final  determination  of  any  pro- 
ceeding which  might  be  instituted  by  The  Cataract  Power  and  Conduit 
Company  (or  the  purpose  of  reviewing  or  annulling  the  Commission's  order 
in  the  case  of  Fuhrmann  vs.  The  Cataract  Power  and  Conduit  Compatiy.f 
The  Commission's  order  in  that  case  had  provided  for  a  reduction  in  the 
rate  (or  power  charged  the  Buffalo  General  Electric  Company  by  The 
Cataract  Power  and  Conduit  Company  and  the  present  order  provides  that 
ihe  rates  of  the  Buffalo  General  Electric  Company  shall  be  dependent  upon 
whether  that  reduction  or  any  part  thereof  is  upheld  by  the  courts. 

The  previous  order  was  further  modified  so  as  to  provide  that  in  case 
the  Buffalo  General  Electric  Company  is  obliged  in  the  future  to  obtain 
any  of  its  electrical  energy  by  steam  generation,  it  may  apply  to  the  Cora- 
mission  for  a  modification  of  the  rates  hereby  established,  the  rates  having 
been  fixed  with  regard  to  the  fact  that  all  of  the  electrical  energy  is  now 
generated  by  water  power. 

It  was  further  provided  that  in  any  future  proceedhig,  except  an  applica- 
tion for  modification  of  this  order,  the  valuation  fixed  upon  the  property 
of  the  General  Electric  Company  hereby  shall  not  be  deemed  ret  ajudicala 
but  may  be  considered  as  evidence  to  be  given  such  weight  as  may  be  deemed 
proper.^ 

•Printed  in  Commission  Leaflet  18.  at  page  lOM.— Ed. 
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AMENDATORY  ORDER. 

This  Commission  having  on  tlie  2nd  day  of  April,  1913, 
entered  and  served  an  order*  in  tlie  above  entitled  matter, 
and  the  company  having  asked  modifications  of  the  said 
order,  and  the  Commission  on  May  1,  1913,  having  adopted 
a  resolution  to  the  effect  that  certain  modifications  of  the 
order  would  be  made  if  the  company  wonld  accept  the  terms 
of  said  resolution,  the  order  to  be  entered  pursuant  thereto 
and  the  said  order  of  April  2,  1913,  and  agree  to  observe 
and  obey  the  same,  and  this  Commission  on  May  28,  having 
passed  a  resolution  modifying  in  some  particulars  the  reso- 
lution of  May  1,  and  the  Buifalo  General  Electric  Company 
having  filed  with  this  Commission  a  certified  copy  of  a 
resolution  of  its  Board  of  Directors  accepting  the  said  order 
of  April  2, 1913,  the  resolution  of  May  1, 1913,  and  the  order 
to  he  entered  pursuant  thereto,  and  the  rraolution  of  May 
28,  1913,  and  the  order  to  be  entered  pursuant  thereto,  and 
it  being  entirely  feasible  to  in  this  paper  set  forth  the 
changes  which  are  to  be  made  in  the  said  order  of  April  2, 
because  of  the  terms  of  said  resolutions  and  their  acceptance 
by  said  company — this  paper  so  denoting  said  changes — it  is 

Ordered,  That  the  original  order"  of  this  Commission  of 
April  2,  1913,  In  the  Matter  of  the  Complaint  of  Louis  P. 
Fiihrmnpn  as  Mayor  of  the  City  of  Buffalo  against  Buffalo 
General .  Electric  Company  be  and  hereby  is  amended  as 
follows : 

FiBST:  That  said  order  and  the  rates  fixed  therein  shall 
become  effective  July  1,  1913,  with  the  same  provision  an 
to  energy  supplied  partly  before  said  date  and  partly  after 
Raid  date  as  is  contained  in  the  original  order  with  referenc** 
to  energy  supplied  partly  before  and  partly  after  May  1, 
1913,  and  that  said  order  shall  be  and  remain  in  effect  for 
Oie  term  of  three  years  from  July  1,  1913,  instead  of  two 
years  as  provided  in  said  original  order. 

sbcond:  That  said  company  be  at  liberty  at  any  time  to 
apply  npon  such  proof  as  it  may  desire  and  upon  reasonable 
notice  to  the  city  of  Buffalo,  for  a  modification  of  the  rate^ 
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prescribe<i  for  residences  in  tlie  particular  of  changlDg  the 
mazimnm  tlemand  from.  25  per  cent,  of  the  connected  light- 
iug  load  to  some  other  percentage  of  sacli  connected  lighting 
load,  which  it  deems  more  accurate  than  23  per  cent. 

thihd:  That  in  case  The  Cataract  Power  and  Conduit 
Company  shall  before  the  first  day  of  July,  1913,  institute 
any  action  or  proceeding  in  any  court  having  jurisdiction, 
for  the  purpose  of  reviewing  or  annulling  the  determination 
of  this  Commission  In  the  Matter  of  the  Complaint  of  Louis 
P.  Fuhrmann  as  Mayor  of  the  City  of  Buffalo  agtUnat  The 
Cataract  Power  and  Conduit  Company  (Case  2590)*,  which 
order  was  made  on  the  2nd  day  of  April,  1913,  then  and 
in  tbnt  event  the  said  Buffalo  General  Electric  Company 
may  file  the  following  schedule  of  rates  for  electrical  energy 
nnd  charge  and  collect  for  such  energy  pursuant  to  the  said 
schedule : 

Rbsidgnce  Lighting. 

Available  for  residence  consumers  only. 

Connected  lighting  load  in  kilowatts  to  be  determined  by  actual  inspection. 

Maximum  demand  to  be  assumed  to  be  one^iuarter  of  connected  load. 


7c.  per  kilowatt  hour  for  first  60  hours  u 
5c  per'  kilowatt  hour  for  next  120  hours  u 
1}^  per  kilowatt  hour  for  remainder. 

Gbnekal  Lighting. 

Available  for  all  lighting  except  residences. 

Connected  load  in  kilowatts  to  be  determined  by  actual  Inspection. 

Maximum  demand  to  be  assumed  to  be  one-half  of  connected  load. 


7c.  per  kilowatt  hour  for  first  60  hours  use  of  maximum  demand. 
5c.  per  kilowatt  hour  for  next  120  hours  use  of  maximum  demand. 
V^c.  per  kilowatt  hour  tor  remainder. 

General  Power. 

Available  to  all  power  customers. 

Connected  load  in  kilowatts  to  be  determined  by  actual  inspection. 

Maximum  demand  to  be  assumed  to  be  three-quarters  of  connected  load. 

♦Printed  in  Commission  Leaflet  No.  18,  at  page  lOlS.— Ed. 

.....Coogic 


Fdhbmann  vs.  Buffalo  Gbnbbal  Electbic  Co.      J83 


7c  per  kilowatt  hour  (or  first  30  hours  use  of  maximum  demand. 
4J4c.  per  kilowatt  hour  for  next  40  hours  use  of  maximum  demand. 
l)^c  per  kilowatt  hour  for  remainder. 

AH  bills  in  above  classes  to  be  made  out  with  net  rates  as  above,  for 
payment  within  ten  days  of  date  of  bill,  and  with  gross  rate  using  fight 
cents  per  kilowatt  hour  for  primary  rate,  such  gross  rate  to  be  subject  to 
discount  to  net  rate  if  paid  within  ten  days  from  date  of  bill. 

LaKOB  LlGBT   AMD   PoWEB. 

Available  for  all  consumers  willing  to  guarantee  a  maximum  demand  of 
10  kilowatts. 
Maximum  demand  determined  by  maximum  demand  meter. 

mr  KATK, 

Demand  Charge: 
$3.00  per  kilowatt  for  first  10  kilowatts  demand. 
$2.25  per  kilowatt  for  each  additional  kilowatt  demand. 

Energy  Charge: 
l^c.  per  kilowatt  hour  for  first  10,000  kilowatt  hours  per  month. 

Ic.  per  kilowatt  hour  for  remainder. 

GB03S  XAIX. 

Demand  Charge : 
$3.23  per  kilowatt  for  iirst  ten  kilowatts  demand. 
$2.50  per  kilowatt  for  each  additional  kilowatt  demand. 

Energy  Charge: 
Ijic  per  kilowatt  hour  for  first  10,000  kilowatt  hours  per  month. 

Ic.  per  kilowatt  hour  for  remainder. 

All  Other  rates  and  charges  to  be  as  fixed  and  determined 
by  the  order  of  April  2,  1913,*  wbicb  is  hereby  amended. 

The  said  schedule  hereinbefore  set  forth  ehall  be  and  re- 
main in  force  and  effect  until  the  final  determination  of  any 
notion  or  proceeding  or  both  taken  by  The  Cataract  Power 
and  Conduit  Company  to  review  or  annal  the  aforesaid 
(krder  made  by  the  Commission  in  its  ca8e.t  If,  in  such 
a<'tioa  or  proceeding,  the  order  made  by  this  Commission  in 
the  case  of  The  Cataract  Power  and  Conduit  Companjt 
sboald  be  vacated  or  annulled,  so  that  the  Buffalo  General 
Klectric  Company  is  not  entitled  to  the  reduction  of  its  rates 
SK  fixed  and  determined  by  said  order,  then  tb'e  schedule 
hereinabove  set  forth  shall  confinne  in  force  for  the  remain- 
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ing  period  of  the  ttiree  yeara  fixed  and  specified  in  this  order 
and  thei'eafter  until  changed  or  abrogated  pursuant  to 
Rtatute.  If  it  should  be  finally  determined  in  such  litigation 
that  the  Buffalo  General  Electric  Compauy  is  entitled  to 
fhe  i-eduction  of  its  rates  as  provided  in  the  order  made  by 
this  Com  mission  in  the  case  against  The  Cataract  Power  and 
Conduit  Company,*  then  the  schedule  of  rates  set  forth  in 
Llie  original  order  of  this  Commission  in  this  case  made 
April  2,  1913,t  shall  become  of  force  and  continue  in  force 
during  the  remaining  period  of  the  three  years  prescribed  in 
this  order,  and  thereafter  until  changed  or  abrogated  pur- 
suant to  statute. 

If  the  order  of  this  Commission  in  the  case  of  The  Cataract 
Power  and  Conduit  Company*  shall  be  modified  in  said  ac- 
tion or  proceeding  so  that  the  Bnffalo  General  Electric  Com- 
pany shall  be  entitled  to  some  reduction  in  its  rates  from 
that  company,  but  not  to  the  full  extent  provided  for  in 
the  order  of  the  Commission  dated  April  2,  1913,t  a  new 
schedule  of  rates  shall  be  put  in  force  and  ^ect,  modifying 
and  adjusting  the  schedule  of  rates  set  forth  in  the  order 
of  April  2,  1913,t  and  in  this  order,  so  as  to  make  a  proper 
adjustment  in  view  of  the  reduction  which  may  thus  be  made 
in  the  cost  of  energy  to  the  Buffalo  General  Electric  Com- 
pany. 

Pending  the  final  determination  of  such  action  or  proceed- 
ing of  The  Cataract  Power  and  Conduit  Company,  the  Buf- 
falo General  Electric  Company  shall  give  to  each  customer 
upon  payment  of  any  bill,  a  certificate  showing  the  amount 
paid  by  him  in  excess  of  what  he  would  have  been  required 
in  pay  for  the  same  service  under  the  rates  fixed  by  the 
order  of  April  2,  1913,t  and  agreeing  that  if  the  order  in 
the  case  of  The  Cataract  Power  and  Conduit  Company* 
made  by  this  Commission  shall  be  finally  upheld  or  affirmed, 
it  will  refund  to  the  customer  the  amount  specified  in  such 
certificate  as  such  excess,  such  refund  to  be  made  upon  de- 
mand and'the  presentation  and  surrender  of  such  certificate 
at  the  principal  office  of  the  said  company  in  the  city  of 
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Bnffalo,  or  at  Rach  other  coDvenient  and  public  place  as  the 
(-ompany  may  designate  in  said  city.  In  case  the  aaid  order 
is  finally  affirmed  and  upheld,  and  the  compaoy  is  required 
by  the  terms  of  said  certificates  to  make  the  refund  therein 
provided  for,  it  may  give  notice  of  the  fact  that  it  is  prepared 
to  make  such  refund  by  publishing  at  least  twice  in  each 
daily  newspaper  published  at  that  time  in  the  city  of  Buf- 
falo, in  5ome  suitable  form,  that  the  certificates  may  be 
presented  at-  a  place  named  therein,  for  payment,  and  that 
said  certificates  must  be  presented  at  such  place  for  pay- 
ment within  six  months  from  the  date  of  such  notice;  and 
in  case  such  notice  is  so  published,  then  such  certificates 
must  be  presented  within  said  time,  and  if  not  so  presented, 
tliey  shall  be  null  and  void  as  an  agreement  to  pay  the  said 
Kum,  and  said  certificates  shall  in  prominent  type  show  tliat 
they  become  void  if  not  presented  within  said  period. 

The  final  determination  of  the  action  or  proceeding  to  be 
brought  by  The  Cataract  Power  and  Conduit  Company  herein 
r«>ferred  to  is  the  determination  of  the  court  of  last  resort 
to  which  said  action  or  proceeding  may  be  carried  by  appeal, 
writ  of  error  or  otherwise,  by  either  or  any  party  to  said 
action  or  proceeding,  provided  that  if  any  appeal  or  writ 
of  error  be  dismissed  for  lack  of  prosecution,  the  determina- 
tion from  which  such  appeal  or  writ  of  error  is  taken  shall 
be  contiidered  the  final  determination,  and  provided  that  if 
no  appeal  or  writ  of  error  be  taken  by  either  party  from 
any  final  determination  of  a  lower  court  within  sixty  days 
after  such  determination,  such  determination  not  appealed 
from  within  said  sixty  days  shall  be  deemed  a  final  de- 
termination within  the  intent  and  meaning  of  this  order. 

FOUEiTR:  That  in  case  the  said  Buffalo  General  Electric 
Company  is  at  any  time  while  this  order  or  the  original 
order*  remains  in  force,  obliged  to  obtain  all  or  any  part 
of  its  electrical  energy  by  steam  generation,  either  from  a 
plant  owned  and  operated  by  itself  or  by  the  purchase  of 
such  energy  from  any  persim  or  corporation,  which  energy 
i«  generated  by  steam,  it  may  apply  to  this  Commission 
upon  suitable  notice  to  the  city  of  Buffalo,  for  a  modifica- 
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tiou  of  the  rates  to  be  charged  hy  it  for  electrical  enei^, 
said  rates  having  been  fixed  in  view  of  the  fact  that  all  of 
the  electrical  energy  now  supplied  by  the  said  Buffalo  Gen- 
eral Electric  Company  is  generated  by  water  power. 

FIFTH :  That  in  case  of  any  future  proceeding  before  this 
Commission  or  any  other  lawfully  constituted  body  having 
power  to  fix  the  rates  to  be  charged  by  the  said  Buffalo 
General  Electric  Company,  including  an  application  for  a 
modification  or  abrogation  of  the  order  of  this  Commission 
after  the  expiration  of  three  years  as  provided  for  in  this 
order  and  the  original  order,"  but  not  including  an  appli'-a- 
tion  for  a  modification  of  this  order  as  hereinbefore  pro- 
vided, neither  the  valuation  of  the  property  or  any  part  of 
the  pr<'perty  of  the  Buffalo  General  .Electric  Company  no^v 
employed  in  the  public  use,  the  method  of  valuation,  nnr 
the  claimed  failure  to  allow  for  or  to  value  any  portion  of 
such  property  or  of  any  claimed  property  right  of  tlie  com- 
pany, as  indicated  by  the  Commission  in  it8  opinion,  shaii 
be  deemed  res  adjudicata  as  against  any  party  to  said  pr<»- 
ceeding,  provided,  however,  that  the  Buffalo  General  Elei-- 
tric  Company  as  a  condition  of  the  entry  of  this  order,  s'nali 
assent  that  the  tribnnal  before  which  such  proceeding  is 
had  may  treat  and  consider  the  finding  and  determination 
of  the  Commission  in  this  proceeding  and  the  report  of  the 
examiner  referred  to  in  its  opinion  as  evidence  of  such  value, 
to  be  given  such  weight  and  force  as  the  Commission  or  iKxly 
determining  the  question  of  fact  may  deem  proper,  and  that 
such  finding  and  determination  and  snch  report  now  on  file 
with  the  Commission  may  be  introduced  in  evidence  by 
either  party  without  the  production  or  examination  of  wit- 
nesses with  reference  thereto. 
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OHIO. 
Public  Service  Commission. 

The  Village  of  Milpoed  vs.  Cincinnati,  Milfobu  and  Love 

LAND  TbAOTION  COMPANY,  A  COBPOBATION. 

No.  476. 
Decided  May  9,  igis- 

Discriiniiution — Rehual  of  Service— CoH  of  Inatmllatioii. 

Upon  cbmpUint  that  the  defendant  refused  to  supply  certain  resideiii 
of  Mil'ford  with  electricity  unless  the  applicants  would  pay  the  cost  of  in- 
stalling the  necessary  equipment,  it  appeared  that  no  extension  of  the 
defendant's  transmission  system  would  be  required  in  order  to  supply  the 
applicants. 

Held:  That,  under  its  franchise  and  under  the  laws  of  Ohio,  the  de- 
fendant is  required  to  furnish  service  in  localities  where  its  transmission 
system  has  been  heretofore  extended  and  that  it  cannot  require  the  appli- 
cants for  service  to  bear  the  cost  of  installation ; 

That,  inasmuch  as  the  defendant  has  supplied  other  consumers  without 
requiring  them  to  bear  the  cost  of  installation,  its  action  in  requiring  the 
applicants  to  bear  such  cost  constitutes  an  unjust  discrimination  against 
them. 

-  Ordered,  That  the  defendant  install  the  necessary  equipment  and  furnish 
the  applicants  with  service.* 

OBDEB. 

This  case  came  on  to  be  heard  upon  tlie  pleadings,  the 
(-xhibita  and  the  testimony,  and  was  argued  by  counsel,  and 
the  f^^mmissiou  being  fully  advised  in  the  premises,  duds 
tliat  the  defendant  has  been  granted  by  the  said  Village  ot 
Milford,  a  franchise  for,  and  has  been,  and  is  now  engaged 
ID  the  bnmness  of  supplying  electricity  for  light,  heat  and 
power  purposes  to  consumers  within  said  village. 

The  Commission  further  flnds  that  two  of  the  residents 
of  said  village,  to  wit:  Bobert  Mitchell  and  Albert  Davis, 
prior  to  the  filing  of  this  complaint,  made  application  in  due 


'Editor's  headnotc 

W 


:vC(>OgIC 


288  Ohio  Public  Seevicb  Commission. 

form  to  said  defendant  for  electricity  to  be  supplied  to  their 
respective  premises,  and  that  said  applicants  are  still  de- 
sirous of  receiving  defendant's  service  and  product. 

.  The  Commission  further  finds  that  defendant  required, 
m  a  condition  precedent  to  supplying  said  applicants  with 
said  service  and  product,  that  said  applicants  bear  the 
initial  cost  of  installing  poles,  wires  and  other  equipment 
required  for  furnishing  said  service  and  product,  and  that 
upon  the  said  applicant's  refusal  to  l>ear  said  cost  and  ex- 
p<>nse,  defendant  refused  to  furnish  said  service  and  product 
to  said  applicants. 

The  Commission  further  finds  that  the  tari£f,  rales  and 
regulations  of  defendant  on  file  with  this  Commission  do  not 
provide  that  the  cost  of  such  installation  shall  be  borne  by 
the  applicant. 

The  Coinmiasion  further  finds  that  defendant,  by  the  laws 
of  Ohio  and  by  the  franchise  granted  to  said  defendant  by 
said  village,  is  required  to  furnish  its  service  and  product 
within  said  village  to  the  applicants  therefor,  and  that  de- 
fendant cannot  require  said  applicants  to  bear  the  cost  of 
such  installation,  in  and  around  neighborhoods  and  localities 
where  defendant's  transmission  system  has  been  heretofore 
extended. 

The  Commission  further  finds  that  said  defendant  has 
erected  its  wires,  and  has  installed  its  transmission  system, 
hi  and  around  the  neighborhood  and  locality  where  the 
premises  of  said  applicants  are  located,  and  that  said  de- 
fendant has  been,  and  is  now  furnishing  its  service  and  prod- 
uct to  other  consumers,  in  and  around  the  neighborhood 
and  htcality  where  said  applicants'  premises  are  located, 
and  that  certain  of  the  premises  of  said  other  consumers 
are  located  at  a  greater  distance  from  defendant's  main 
transmission  lines  than  are  the  premises  of  said  applicants. 

The  Commission  further  finds  that  by  reason  of  defendant's 
having  heretofore  erected  its  poles,  lines  and  other  ap- 
paratus, and  extended  its  transmission  system  into  and 
around  the  neighborhood  and  locality  where  said  applicants' 
premises  are  located,  no  further  extension  of  defendant's 
transmission  system  will  be  required  in  order  to  enable  said 


Toledo  Bys.  and  Light  Co.  va.  City  of  Toledo.     289 

'Tefendant  to  furnish  tp  said  applicants  its  service"  and 
product 

The  Crtmraission  further  finds  that  hy  reason  of  said  de- 
fendant's refusal  to  furnish  its  service  and  product,  except 
upon  the  paying  for  the  necessary  installation  by  the  said 
applicants  therefor,  the  defendant's  service  is  thereby  ren- 
dered inadequate,' insufficient,  inefficient  and  cannot  be  ob- 
tained, and  that  its  practices,  rules,  regulations  and  require- 
ments are,  in  that  respect,  unjust  and  unreasonable. 

The  Commission  further  finds  that  said  defendant  has 
heretofore  supplied  its  other  customers  and  consumers  with 
itK  service  and  product  without  reqniriag  such  customers 
end  consumers  to  bear  the  cost  of  installation  and  that,  by 
reason  of  defendant's  requiring  the  applicants  herein  named 
to  bear  the  cost  of  such  installation,  defendant  has  nnjustly 
discriminated,  and  is  now  unjustly  discriminating  agains'J 
said  applicants. 

[t  ia,  therefore,  ordered.  That  said  defendant,  The  Cincin- 
nati, Milford  and  Ix)veland  Traction  Company,  be,  and  it 
is  herpby  notified  and  directed  to  erect  the  poles,  lines  and 
other  appliances  necessary  to  furnish  said  applicants  with 
said  service  and  product,  and  that  it  thereupon  and  there- 
after fnmish  to  said  applicants  its  said  service  and  product. 

It  M  further  ordered,  That  the  terms  and  conditions  and 
requirements  of  this  order  be  fully  complied  with  by  de- 
fendant, said  The  Cincinnati,  Milford  and  Loveland  Trac- 
tion Company,  on  or  before  the  fifteenth  dsy  of  June,  1913. 

Dated  at  Columbns,  Ohio,  this  ninth  day  of  May,  1913. 


The  Toledo  Railways  and  Light  Company  vs.  the  City  of 
Toledo. 

No.  186. 

Decided  May  22,  1913, 

Unreasonable  Ratei  Fixed  by  Ordinance— Valuation  of  Propertjr^Rate 
of  Return. 

Upon  appeal  by  the  Toledo  Railways  and  Light  Company  from  an  ordi- 
nance of  the  City  of  Toledo,  fixing  the  prices  lo  be  charged  for  artificial 
gas,   the  Commission  made  a  valuation  of  the  property  used  and  useful 
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'or  the  convenience  of  the  public,  excluding  the  value  of  franchises  in 
pxceas  of  the  amount  actually  paid  therefor  and  excluding  any  value  ac- 
cruing by  reason  of  a  monopoly  or  merger  and  found  tha.t  the  company 
owned  properly  to  the  value  of  $157,392  which  was  not  then  used  and  use- 
ful for  the  convenience  jt  the  public,  because  of  the  decrease  in  the  volume 
fif  the  company's  Ijusiness,  It  further  found  that  the  rate  of  return  upon 
ihe  value  of  the  property  used  and  useful  under  the  rates  lixed  by  the 
ordinance  would  be  1.583  per  cent,  and  that  the  rate  of  return  under 'the 
rates  in  effect  prior  to  the  passage  of  the  ordinance  amounted  to  2.952 
per  cent.  It  appeared  that  the  rates  for  gas  used  for  fuel  purposes  had 
not  been  reduced  by  the  ordinance. 

Held:  That  the  rates  fixed  by  the  ordinance  for  gas  used  for  illuminating 
purposes  are  unjust  and  insufncient  to  yield  a  reasonable  compensation  and 
that  the  rates  in  effect  for  gas  used  for  illuminating  purposes  prior  to  the 
pass^e  of  the  ordinance  were  just  and  reasonable; 

That  the  other  provisions  of  the  ordinance,  fixing  rates  for  gas  used 
for  fuel  purposes  establishing  a  minimum  charge  to  be  made  for  gas  and 
providing  for  the  installation  and  repair  of  meters  at  the  company's  expense, 
are  just  and  reasonable. 

An  order  was  made  fixing  the  rates  for  gas  for  illuminating  purposes 
as  they  existed  prior  to  the  passive  of  the  ordinance  and  ratifying  and 
confirming  the  ordinance  in  other  respects.  The  defendant  was  directed 
to  furnish  its  product  to  the  citizens  of  Toledo  during  the  period  fixed  by 
the  ordinance.* 

ORDEB. 

ThiB  case  came  on  to  be  heard  upon  the  complaint  and 
appeal  of  The  Toledo  Railways  and  Light  Company  from  an 
ordinance  of  the  municipality  of  Toledo,  Ohio,  regnlating 
the  price  wliicli  gas  companies  may  charge  for  artificial  gas, 
including  the  use  and  repairs  of  meters,  furnished  to  the 
citizens  of  the  City  of  Toledo,  Ohio,  the  evidence  and  ex- 
hibits, and  was  argued  by  counsel;  and,  being  fully  advised 
in  the  premises,  and  having  ascertained  and  determined  the 
value  of  all  of  the  property  of  said  company  actually  used 
and  useful  for  tlie  convenience  of  the  public,  excluding  there- 
from the  value  of  any  franchise  or  right  to  own,  operate  or 
enjoy  the  same,  in  excess  of  the  amount  (exclusive  of  any  tax 
or  annual  charge)  actually  paid  to  any  political  sub-division 
of  the  State  or  country  as  a  consideration  for  the  grant  of 
such  franchise  or  right;  and  exclusive  of  any  value  added 
thereto  by  reason  of  any  monopoly  or  mei^ier,  and  of  the  ne- 
cessity of  making  reservations  from  income  for  snrpliw,  de- 
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preciation  and  continf^encies,  and  such  otlier  matters  as  were 
dpeme'l  proper,  according  to  the  facts  in  this  case,  the  Com- 
mission finds  that  tlie  prices  for  artificial  gas  used  for  il- 
luminating purposes,  so  fixed  liy  said  ordinance,  are  unjust 
and  unreasonable,  and  insufficient  to  ;ield  a  reasonable  com- 
pensation for  the  service  rendered  and  to  be  rendered  by  said 
company. 

And  the  Commission,  coming  now  to  fix  and  determine  the 
just  and  reasonable  price  to  be  charged  for  artificial  gan 
nsed  for  illuminating  purposes  in  said  city,  during  the  time 
gxed  by  said  ordinance,  and  having  ascertained  and  deter- 
mined the  valuation  upon  which  such  just  and  reasonable 
price  Rhall  be  based,  and  having  bad  due  regard  to  the  value 
of  all  tb''  property  of  said  company  actually  used  and  useful 
for  the  convenience  of  the  public,  excluding  from  such  value 
the  valup  of  any  franchise  or  right  to  own,  operate  or  enjoy 
the  same,  in  excess  of  the  amount  (exclusive  of  any  tax  or 
annual  charge)  actually  paid  to  any  political  subdivision 
of  the  State  or  country  as  a  consideration  for  the  grant  of 
such  franchise  or  right;  and  exclusive  of  any  value  added 
thereto  by  reason  of  a  monopoly  or  merger,  and  of  the  neces- 
sitj  imposed  upon  said  company  of  making  reservations 
from  income  for  surplus,  depreciation  and  contingencies, 
and  such  other  matters  as  were  deemed  to  be  proper 
according  to  the  facts  in  this  case,  finds  that  the  rates, 
prices  and  charges  for  artificial  gas  used  for  illuminating 
purposes,  in  effect  in  said  city  immediately  prior  to  the  tak- 
ing elTect  of  the  ordinance  complained  of  and  appealed  from 
by  said  company,  are  just  and  reasonable  rates,  prices  and 
charges. 

The  Commission  further  finds  that  said  municipality  en- 
acted an  ordinance,  to  be  effective  on  the  nineteenth  day  of 
Angnst,  1901,  containing  the  following  words  and  figures, 
to  wit: 

"  •■  •  •  said  company  shall  be  enfitled  to  charge  for  gaa  furnished  by 
it  to  consumers  in  the  city  of  Toledo,  not  to  exceed  the  following  prices ; 
'Bills  for  gas  consumed  shall  be  issued  monthly,  and  at  the  rate  of 
ninety-five  cents  per  each  1,000  cubic  feet,  when  used  for  illuminating 
purpose*,  and  when  such  gas  is  measured  separately  under  the  rules  of 
The  Toledo  Gas  Light  and  Coke  Company,  and  consumed  for  fuel 
purposes,  either  for  domestic  or  industrial  uses,  such  gas  consumption 
will  be  billed  at  the  rate  of  seventy  cents  per  each  \ffXi  cubic  feet.' " 
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The  OiimmiSBiou  fanher  fludn  that  the  said  The  Toledo 
Has  Light  and  Coke  Company  was  the  predecessor  in  busi- 
ness of  The  Toledo  Bailwajs  and  Light  Company,  the  com- 
plainant and  appellant  herein. 

The  Commiesion  further  findy  that  the  rates,  prices  and 
charge^!  for  artificial  gas  used  for  illuminating  purposes  in 
said  city,  in  accordance  with  the  terms  and  provisions  of  said 
ordinance  effective  the  nineteenth  day  of  August,  1901,  were 
in  force  and  effect  in  said  city  immediately  prior  to  the  tak 
ing  effect  of  the  ordinance  of  said  city  complained  of  and 
appealed  from  herein  by  said  The  Toledo  Railways  and  Light 
Company. 

The  Commission  further  finds  that  the  property  of  said 
company,  useti  and  useful  for  the  coarenience  of  the  public, 
ascertained  and  determined  in  the  manner  hereinabove  set 
ont,  is  of  the  value  of  Nine  Hundred  and  Sixty-Three  Thou- 
sand, Four  Hundred  and  Sixty-Seven  Dollars  and  Fifty 
Cents  (f9G3,4fi7.50). 

The  Commission  further  finds  that  the  said  company  has 
additional  property  not  now  used  and  useful  for  the  con- 
venience of  the  public,  by  reason  of  the  decrease  in  the  volume 
of  the  company's  business,  of  the  value  of  One  Hundred  an<i 
Fifty-Seven  Thousand,  Three  Hundred  and  Ninety-Two  Dol- 
lars ($157,392.00),  making  the  total  value  of  the  property 
of  said  company's  business,  of  the  value  of  One  Hundred  and 
Twenty  Thousand,  Eight  Hundred  and  Fifty^Nine  Dollars 
and  Fifty  Cents  (|1,120,859.50). 

The  Commission  further  finds  that  the  gross  revenue  ac- 
cruing to  said  company  from  the  sale  of  artificial  gas  at  the 
rate  provided  in  the  said  ordinance,  effective  August  nine- 
teenth, 1901,  for  the  calendar  year  1912  was  Two  Hundred 
and  Nine  Thousand,  Three  Hundred  and  Ninety  Dollars  and 
Twenty-Three  Cents  {|209,39a23>,  and  the  net  revenue  wns 
Twenty-Eight  Thousand,  Four  Hundred  and  Forty-Six  Dol 
lars  and  Fifty-One  Cents,  (»28,446.51). 

The  Commission  further  finds  that  the  net  revenue  tha*; 
would  have  accrued  to  said  company  from  sales  of  artificial 
gas  for  said  year  at  the  price  provided  for  in  the  ordinance 
of  said   municipality  herein  complained  of  and  appealed 
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rrom,  would  baye  been  Fifteen  Thousand,  Two  Hundred  and 
Fortj^-Eiglit  Dollars  and  Eighty-Nine  Cents,  (|15^8.89). 

The  Conunisston  further  finds  that  the  rate  of  income  ac- 
cruing to  said  company  upon  the  value  of  its  property 
actually  used  and  useful,  for  tbe  convenience  of  the  public, 
trom  the  sale  of  artificial  gas  at  the  prices  provided  for  iu 
'the  ordinance  effective  August  nineteenth,  1901,  and  which 
prices  were  in  force  and  effect  immediately  prior  to  the  pas- 
aage  of  the  ordinance  herein,  complained  of  and  appealed 
from,  for  said  year  was  two  and  nine  hundred  and  fifty-two 
one-thousandths  (2.952)  per  cent 

Tbe  Commission  further  findn  that  the  rate  of  revenue  that 
would  have  accrued  to  said  company  upon  the  value  of  its 
property  actually  used  and  useful  for  the  convenience  of  fhe 
public,  from  the  sale  of  artificial  gas  at  the  price  proviiled 
for  in  the  ordinance  of  said  municipality  herein  complained 
of  and  appealed  from,  for  said  year,  would  have  been  one 
and  five  hundred  and  eighty-three  one-thousandths  (1.583) 
per  cent' 

Tbe  Commission  further  finds  that  the  price  and  rates 
charged  consumers  in  said  city  for  artificial  gas  used  for 
fnel  purposes,  under  and  in  accordance  with  the  provisions 
of  an  ordinance  of  said  city,  effective  August  nineteentli, 
1901,  which  prices  and  rates  were  in  effect  immediately  prijr 
to  the  passage  of  the  ordinance  of  said  city  herein  com- 
plained of  and  appealed  from,  are  not  in  excess  of  the  rates 
for  artificial  gas  used  for  fuel  purposes  provided  for  in  the 
ordinance  herein  complained  of  and  appealed  from,  and  said 
OFdinaiice  is,  therefore,  in  so  far  as  it  regulates  the  price 
and  rates  for  artificial  gas  used  for  fuel  purposes,  ratified 
and  confirmed  by  the  Commission. 

The  Commission  further  finds  that  the  provision  of  said 
ordinanee  herein  complained  of  and  appealed  from,  requir- 
ing companies  furnishing  artificial  gas  to  consumers  in  said 
city  to  ("upply,  install  and  keep  in  repair,  meters  used  in 
«uoh  nervice  without  charge  to  such  consumers,  is  just  and 
reasoDable  and  is,  therefore,  ratifie<l  and  confirmed  by  the 
ComtniMion. 

The  Commission  further  finds  that  the  provision  of  said 
ordinance  herein  complained  of  and  appealed  from,  fixing. 
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tlie  .uLioimum  charge  to  contiumers  uf  artificia]  gas  in  said 
city  at  twenty-five  cents  (t.25)  per  mooth,  is  just  and  rea- 
sonabJe,  and  is,  tlierefure,  ratified  and  confirmed  by  the 
Commission. 

/(  Wj  thei-efore,  ordered,  That  rates,  prices  and  charges 
not  in  excess  of  the  rates,  prices  and  cliarges  for  artificial 
gas  for  illuminating  purposes,  sold  to  consumers  in  the  City 
of  Toledo,  Ohio,  fixed  by  the  ordinance  of  said  city  under 
date  of  August  nineteentb,  1!>U1,  which  rates,  prices  and 
charges  were  in  force  and  elfect  immediately  prior  to  tlie 
taking  effect  of  the  ordinance  of  said  city  herein  complained 
uf  and  appealed  from  by  said  company,  and  which  rates, 
prices  and  charges,  the  Commission  has  found  to  be  just  and 
reasouahle,  he  substituted  for  the  rates,  prices  and  charges 
Qxeil  so  by  ordinance  of  said  municipality,  herein  complained 
of  and  appealed  from  by  said  company. 

/(  is  further  ordered,  That  said  ordinance  herein  com- 
plained of  and  appealed  from,  and  each  and  eveiy  part 
thereof,  except  that  part  which  fixes  the  price  and  rate  to  be 
charged  for  artificial  gas  used  for  illuminating  purposes, 
which  part  the  Commission  has  found  to  he  unjust  and  un- 
reasonable, be,  and  the  same  is,  hereby  ratified  aud  l'ou- 
firmed  by  the  Commission. 

And  the  Commission  having  made  inquiry  and  investiga- 
tion with  respect  to  the  ability  of  said  company  to  furnish 
its  product  during  the  period  fixed  by  such  ordinance,  and 
having  found  that  said  company  is,  and  will  be,  able  to  fur- 
nish its  product  during  such  period, 

/(  ia,  therefore,  further  ordered,  That  rates,  prices  and 
chaises  not  to  exceed  the  rates,  prices  and  charges  for  arti- 
ficial gas  furnished  consumers  in  the  City  of  Toledo,  herein 
found  by  the  Commission  to  be  just  and  reasonable,  he  and 
remain  in  force  and  effect  for  the  period  of  five  (5)  years 
from  the  effective  date  of  the  ordinance  of  said  municipality 
herein  complained  of  and  appealed  from  by  said  company, 
and  that  said  company  he,  and  it  is  hereby  notified  aud  di 
rected  to  furnish  its  said  product  to  consumers  thereof  iu 
the  City  of  Toledo  during  that  period. 

Dated  at  Columbus,  Ohio,  this  twenty-second  day  of  May, 
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OKLAHOMA. 

Corporation  Commission. 

In  re  Infoemation  AOArasT  the  Tishimingo  Ice  and  Cold 
Stoeagb  Company,  a  Paetnbbship,  composed  of  P.  T. 
Foley  and  O.  B.  Foley,  fob  Violation  of  Obdbb  No.  504 

Cause  No.  140S— Order.  No.  694. 

Dated  April  5,  1913. 

Recissipn  of  Ord«r  No.  690.* 

ORDEK. 

Since  the  above  order  was  made,  the  defendant,  P.  T. 
Foley,  owner  of  the  Tishimingo  Ice  and  Cold  Storage  Com- 
pany, lias  been  giving  the  people  of  Tishimingo  a  better  deal 
in  the  ice  business  than  was  provided  by  the  Commission, 
and  manifestR  a  desire  to  continue  to  give  the  people  of 
Tishimingo  a  square  deal  and  comply  with  the  Laws  of 
Oklahoma,  and  since  he  has  manifested  this  desire,  it  is  not 
the  purpose  of  this  Commission  to  impose  a  burden  on  him 
or  any  one  else  wlio  desires  to  comply  with  the  law,  in  impos- 
ing any  further  burden. 

/(  is  therefore  ordered,  That  the  fine  and  costs  imposed  in 
Order  No.  690"  be  rescinded  pending  compliance  with  the 
I^ws  of  the  State  of  Oklahoma. 

Dated  at  Oklahoma  City,  Oklahoma,  this  the  5th  day  of 
April,  1913. 

L  M.  lEioN,  Chanrlee,  Oklahoma,  vs.  Chandler  Elfxttric 
Company. 

Cause  No.  1764— Order  No.  702. 

Decided  May  2,   1913. 

Breakdown  Service — Coat  of  InsUUadon— "Readiness  to  Serve"  Charge. 

Upon  complaint  that  the  defendant  refused  to  furnish  the  complainant 
with   breakdown   service   at    reasonable   rates,   it    appeared    that    the   com- 


♦Printed  in  Commission  Leaflet  No.  17,  at  page  880.— Ed, 
295 


296  Oklahoma  Corpobation  Commission. 

plainant  operated  a  moving  picture  theatre  and  had  installed  an  engine 
to  supply  his  needs  for  electric  current,  but  that  this  equipment  was  not 
dependable  so  that  at  times  it  was  necess&ry  for  him  to  purchase  current 
and  that  no  agreement  could  be  reached  with  defendant  as  to  the  rate  to 
be  charged  for  the  service  demanded. 

Held:  That  if  an  individual's  private  equipment  proves  unreliable,  he 
should  not  expect  the  public  service  company  to  supply  him  temporarily  at 
rates  lower  than  those  charged  for  service  to  a  regular  patron ; 

That  the  defendant  should  install  the  necessary  equipment  for  furnishing 
service  at  such  times  as  the  same  may  be  desired  and  should  be  compensated 
on  a  "readiness  to  serve"  basis. 

The  Commission  computed  the  cost  of  the  necessary  installation  and  the 
expense  of  operating  the  same  and  fixed  the  rate  to  be  charged  for  the 
service.  It  found  that  a  minimum  rate  of  $3.00  per  month  would  net  the 
defendant  10.2  per  cent,  on  the  necessary  investment  and  fixed  the  minimum 
charge  at  this  figure  as  against  the  minimum  rate  of  $5.00  demanded  by 
the  defendant.* 

FINDINGS  OF  FACT,  OPINION  AND  OBDER. 

By  the  Vommisiion: 

The  complainant  is  a  resident  of  the  town  of  Chandler  and 
is  engaged  io  operating  a  moving  pictul:^  theatre  which  is 
run  every  night,  including  Sunday  night,  and  Saturday  after- 
noon, and  has  installed  for  his  own  use  only,  a  gasoline 
pngine  coupled  with  a  7  K.  W.  Westinghouse  generator  for 
the  purpose  of  producing  sufficient  electric  current  to  run 
Ills  picture  machine,  lights,  piano  and  fans  in  the  theatre, 
and  lights  in  his  residence.  It  appears  that  his  equipment 
is  not  dependable  and  that  at  times  it  is  necessary  for  him 
to  purclia^w  current  in  order  to  operate.  He  has  made  appli- 
cation to  the  lighting  company  for  the  purchase  of  current 
on  a  reasonable  basis  but  the  terms  offered  by  the  company 
were  not  acceptable- 

The  evidence  shows  .that  complainant  has  already  paid 
defendant,  in  the  past  fourteen  months,  a  little  over  Six 
Hundred  and  Fifty  (J650.00)  Dollars  for  current;  that  he 
iH  now  paying  One  {?1.00)  Dollar  per  month  for  service  at 
his  residence  (the  light  in  residence  being  used  only  when 
individual  plant  is  ni>t  in  operation),  and  that  he  has  offered 
to  pay  One  (fl.OO)  Dollar  per  month  for  the  privilege  of 
leaving  the  wires  leading  to  his  theatre  connected  to  be  used 
♦Editor's  headnote. 
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ill  case  of  emergency,  and  further,  if  it  is  necessary  to  make 
use  uf  the  emergency  facilities,  that  he  will  pay  the  com- 
pany One  Dollar  and  Twenty-Five  Cents  (fl.25)  each  night 
tbatemergency  is  used,  in  addition  to  the  One  ($1.00)  Dollar 
per  month  as  above  stated.  This  the  company  refused  to 
accept  and  offers  to  place  a  meter  and  connect  the  theatre 
and  residence  on  the  same  circuit  for  a  minimum  rate  of 
Five  ($5.00)  Dollars  per  month.  This  rate  the  complainant 
alleges  is  unreasonable. 

It  is  the  opinion  of  the  Commission  that  an  individual  has 
the  right  to  establish  any  kind  of  a  water,  gas,  electric  or 
other  pleasure-  or  comfort-producing  equipment  on  his  own 
premises  as  be  may  see  fit,  but,  if  such  equipment  proves  at 
times  unreliable,  he  must  not  expect  the  public  service  com- 
pany to  come  to  his  aid  temporarily,  at  a  price  under  that 
it  would  furnish  its  product  to  a  regular  patron. 

This  is  an  unusual  case — the  defendant  is  serving  the 
public  with  innocent  amusement.  Is  dependent  upon  the  pub- 
lic, and  is  also  dependent,  to  a  certain  extent,  upon  the  public 
utility  to  furnish  him  a  product  which  will  enable  him  to 
amnse  the  public.  The  complainant's  equipment,  especially 
the  moving  picture  machine,  is  so  constructed  that  it  requires 
special  service — the  machine  is  equipped  with  an  arc  lamp 
which  requires  high  voltage.  The  company  found  it  neces- 
sary to  install  a  special  eighty  (80)  light  transformer  for  the 
individual  use  of  this  lamp.  The  transformer  alone  cost 
Forty  (140.00)  Dollars.  Then,  too,  specially  heavy  wire  was 
necessary  to  carry  the  current  from  the  transformer  to  the 
building.  An  eighty  (80)  light  transformer  would  supply 
eight  houses  with  ten  lights  each ;  the  minimum  meter  rate 
for  any  one  user  is  fifty  cents  per  month. ,  That  would  make 
the  minimum  rental  Four  ($4.00)  Dollars  per  month,  which 
conid  be  produced  through  the  use  of  the  transformer  in 
question  if  placed  in  service  of  that  character.  The  Commis- 
sion is  of  the  opinion  that  in  a  case  of  this  nature  the  com- 
pany should  be  fairly  remunerated  for  being  on  a  "readiness 
to  serve  basis,"  if  arrangements  were  made  by  the  connection 
of  its  lines  with  the  theatre  of  complainant,  by  meter  or 
otherwise,  whereby  emergency  service  could  be  rendered  at 
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any  time  desired.  An  arc  lamp  such  as  ia  generally  used  in 
a  stereoptlcoQ  machine  consumes  about  3,850  vatts  of  cur 
rent  per  hour.  This  at  a  cost  of  ten  cents  per  thousand  watts 
would  be  thirty-eight  and  one-half  cents.  The  average  eve- 
ning run  on  the  machine  is  shown  to  be  three  hours;  this 
would  consume  11,550  watts  at  a  cost  of  One  Dollar  and 
Fifteen  Cents  (fl.l5).  In  addition  to  the  machine  lamp 
there  are  twenty-four  16  candle  power  lamps  and  an  electric 
piano  which  consumes  56  watts  of  current  per  hour  each. 
These  lamps  and  piano  burn  in  total  approximately  one 
hour  and  consume  1,400  watts  at  a  total  cost  of  fourteen 
cents.  There  are  also  four  ceiling  fans,- each  consuming. 
about  150  watts  per  hour  or  a  total  of  600  watts  per  hour 
for  the  four.  The  fans  run  about  two-thirds  of  the  time  or 
two  hours  and  consume  a  total  of  1,200  watts  at  a  total  cost 
of  twelve  cents.  All  of  the  above  is  figured  at  the  rate  of 
ten  cents  per  1,000  watts  and  we  have,  as  the  approximate 
cost  of  current  for  running  the  theatre :  machine  lamp,  $1.14 ; 
•lighting  {including  electric  piano),  fourteen  cents  and  fans 
twelve  cents;  a  total  of  |1.41. 

To. maintain  permanent  facilities  for  emei^;ency ' use  the 
electric  company  would  have  an  investment,  including  trans- 
former, meter,  wire,  etc.,  of  about  Eighty  (fSO.OO)  Dollars. 
The  operating  expense  of  a  plant  of  this  character  is  approxi- 
mately 55  per  cent,  and  depreciation  of  such  equipment  10 
per  cent  Now  figuring  on  a  minimum  rate  of  $3.00  per 
month  for  service  facilities,-  which  would  equal  Thirty-six 
(936.00)  Dollars  per  annum,  we  would  have: 
Investment  in  Equipment  |SD.OO 

BEVENUB. 

Operating  revenue  (36X» 


Operating  and  maintenance,  55%  $19.60 

Depreciation,  10%  8.00 
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Tlie  -CoinmissioD  is  of  the  opinion  that  the  electric  com- 
pauy  should  install  the  necessary  etiuipment  for  complainant 
in  such  maimer  that  immediate  use  may  he  made  of  same 
when  HO  desired. 

It  i»  tlierefore  ordered.  That  tlie  defendant,  the  Chandler 
Electric  Oompany,  shall  immediately  install  in  complain- 
ant's place  of  husiness  an  electric  meter  of  sufficient  capacity 
to  carry  a  maximum  load  for  lighting  and  furnishing  a  place 
of  this  character  with  current;  and  shall  arrange  its  fixtures 
and  equipment  so  that  complainant  may  make  use  of  same  at 
any  time  desired  without  first  having  to  notify  the  company. 
The  rate  to  be  chained  for  the  current  famished  for  this 
purpose  shall  be  tweWe  and  oue-half  cents  per  kilowatt.  A 
minimum  rate  for  the  service  above  described  shall  be  Three 
($3.00)  Dollars  per  month.  The  company  shall  be  governed 
by  the  meter-reading  in  rendering  its  bill  the  first  of  each 
month ;  should  the  meter  so  read  that  the  bill  to  be  rendered 
would  t)e  less  than  the  minimum  rate  the  minimum  should  be 
charged ;  should  the  reading  cause  the  charges  to  be  greater 
than  the  minimum  then  the  bill  should  be  rendered  for  an 
amount  as  per  the  meter-reading. 

This  order  is  based  upon  incomplete  accounts  and  the 
valuation  of  equipment  in  only  approximately  correct  and 
therefore  it  is  subject  to  revision  as  may  appear  necessary 
at  any  future  time- 
Dated  at  Oklahoma  City,  Oklahoma,  this  2nd  day  of  May, 
1913. 
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Public  Utilities  Commission. 

Appt-ication  op  The  New  York.  New  Haven  and  Habtposd 
RAii.nnAD  Company  for  Aiithobity  i-o  Grant  Special 
RVTES. 

Order  No.  36. 

Decided  March  is,  1913. 

Exchange  of  Transportation  for  Advertiting. 

ORDER. 

Upon  cotisideration, 

It  w  ordered,  That  until  fortlier  order  of  tlie  CommiBsion, 
Raid  The  New  York,  New  Haven  and  Hartford  Railroad 
Company  be  and  it  liereby  is  autliorized  to  furniaii  passenger 
transportntion  to  the  publishers  of  newspapers  and  maga- 
zines and  to  their  employees  in  return  for  advertising  in 
such  newspapers  and, magazines  at  full  rates. 
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American    Telephone  and  Telegraph  Company 
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sale — continued: 

approval  of — continued: 

lo  another  company 363-364 

reports    354 

without  authority,  ratification    377-378 

(See  also.  Bonds;  Capitalization;  Notes;  Securities;  Stock.)  , 

CAPITALIZATION: 

current  funds,  to  be  used  to  finance  new  investment   prior  to 

making  permanent  provision  for   461 

replacemenls,    not   allowed    in   valuation    of  property.  .494.    506-508, 

515-516 
(See  also  Bonds;  Capital  Stock;  Mortgages;  Securities;  Stock.) 

CERTIFICATES: 

public  convenience  and  necessity 313 

granted  to  second  company  when  existing  utility  is  willing, 

308-310,  313 
operation  of  a  mutual  company  without 339-340 

CHANGES.    (See  Rates;  Rates:  schedules.) 

CHARTERS: 

copies  of.  to  be  filed  with  commission    347-348 

fullillment  of,  obligation,  order  of  commission   requiring. .  .448-450 

COIN-BOXES: 

rates 316 

COLLATERAL  SECURITIES: 

bonds   used  as,  for  guaranteed  bonds 349 

pledged  for  notes,  list  of,  to  be  furnished  commission 443-445 

COLLECTIONS: 

discount  for  payment  in  advance  diminishes  expenses  of..  ..309.  311 

COMBINATIONS  IN  RESTRAINT  OF  TRADE: 

competition  vs.  monopoly  474-479 

COMMISSIONS: 

allowance   for    516 

routins  of  messages 302-304.  30S,  .-510-311.  355,  3S8-3S9,  397-400 

CCHPETING  COMPANIES: 

gas  and  electric  companies  considered  as 450.  455-456.  473-479 

ordirance   granting   franchise   to,   not   .ipprovcd   by   commission, 

367-376 
physical  connection: 

local   messages,   for,   not   compellable 311-312 

with  toll  lines: 

allowed  to  only  one  394-395 

required  375 

private    plants   supplying   commodity   to   neighbors    considered, 

480,  486-488,  491 

-- S^ 


COMPETING  COMPANIES— Continued: 

one  company's  less  than  cost  of  service  to  drive  competitor 

from  field   41& 

subsidiaries  of  same  company   operating  in   same   territory,   not 

held   to  be    488-489 

under   same   ownership    450-479 

COMPETITION: 

effects   of,   compared   with   regulated   monopoly 474-479 

invasion   of   occupied   territory   by   outside   company 367-376 

undesirability   of.  in   telephone    service 373-374 

rates  less  than  cost  of  service  to  drive  competitor  from  field  416 
rural  and  toll  lines  giving  free  local   service 396-397 

COMPETITOR: 

defined    481.   486 

CONCESSIONS.    (See  Rates.) 

"CONJUNCTIONAL-SERVICE"  48(M81.  484-48S,  492 

CONNECTING   COMPANIES.     (See   Physical    Connection.) 

CONSOLIDATl  ONS : 

compared  with  intercorporate  holdings 471-473 

duplication  eliminated  by 468-469 

gas  and  electric  companies 4S0-479 

rates,  existing,  to  be  maintained  after 446-447 

CONSENTS: 

cost    of    obtaining    allowed    in    valuation    of    property.  .514-516, 

518-520 
franchise  rights  claimed  by,  when  holding  no  franchise  of 

record    458 

CONTINUOUS  SERVICE: 

436-437 


CONSTRUCTION: 

completion  of.  and  operation  of  line,  commission  may  require. 

448-450 

estimated    496-497,    SI7 

farm  lines,  how  paid   361 

relation  to  bonds  issue'd    465-466 

high  tension  lines,   specification?   for 386-387 

interest  during.  9%  allowance   for 516.  518-520 

local  lines,  municipal  permission  for,  required 370-371 

new.   bond   issue   for    ." 441-446 

safe,  factors  in,  for  high   tension  lines    384,  386-387 

stresses  to  be  used  in  computing  factors  of  safety 387 


xU 
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CONSTRUCTION— Continued ; 

toll  lines; 

permission  of  municipal  corporations  tiot  requisite  tor. .369-370 
route,   municipal    corporations   must    dcjignate 369 

(See  also  Lines;  Plant;  Reconstruction;  Repairs;  Replacements.) 

CONTRACTORS: 

prolits,  allowance  tor  516 

CONTRACTS; 

break-down  service  discontinued  for  violation  of 480-493 

cancellation,   violation   of   provisions   of,   for 480-493 

copies  of,  to  be  tiled  with  commission 347-348 

issuance  of  notes,  relating  to,  copy  to  be  furnished  commission, 

443-445 
joint  toll,  approval   of  commission   withheld 382-383 

discrimination  between  old  and  new  subscribers 431-433 

with   municipal   corporation    325-329 

service,  increase  in  rates  after  signing  331' 

telegram  toll  service   341-344 

termination    432 

toll  agreement,  joint,  approval  of  commission  withheld 382-383 

unexpired,  not  affected  by  rate  increase 436^37 

COST: 

construction,  considered  in  valuation  of  properly 496-497,  517 

extension  of  lines,  considered  in  valuation  of  property 497-498 

farm  lines,  by  whom  borne   361 

"field  cost",  considered  in  valuation  of  property 516 

franchises,  allowance  for  in  valuation  of  property..  ..496,  513-51S, 

S17-518,  S20 

law  stamps,  paid  for  by  applicant    '. 437 

moving  wires,  borne  by  companies    435 

original,    considered    in   estimating   value    of   property.  .496-497,  513, 

S16-S17 
reproduction,  new,  considered  in  valuation  of  property 513-51S,  ■ 

516-520 

service,  as  basis  tor  notes    36S-366 

(See  also  Expenses.) 

DAMAGES: 

estimation  of,  to  property  resulting  from  accidents,  report  re- 
quired  336,  338 

10^  allowance  for  legal  expenses,  consents,  insurance  and.. .516.  517 

DAY  OFFICES: 

supplemented   by   night   telegram   toll    service 341-343 

DEFINITIONS: 

competitor    . . '. 481,  486 

electrical    corporation  • 4gg 

intercommunicating    system    31^ 
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DEFINITIONS— Continued:     ' 

permanent   injuries    337 

private   branch   exchanges    31/ 

receiving  lines   315 

semi-miilual    companies    399 

sending  lines  315 

suburban    telephones 315 

through  line  or  system   369 

DEPRECIATION: 

I   of  property 520 

e  sufficient  for  interest  and 425-426 

(See  also  Amortization;  Reproduction  Cost;  Valuation  of  Prop- 
erty.) 
DESK  TELEPHONES.     (See  also  Portable  Telephones.) 

.  ,463-464,  468-469.  496-497,  515,  517.   519-520 
DISCONTINUED   SERVICE.     (See  Service:   discontinued.) 
DISCOUNT: 

payment   in  advance,   for    325-326 

prompt  payment,  for   409 

not   approved    309 

subscribers  owning  instruments   361 

(See  also  Penalties;  Rebates.) 

DISCRIMINATION: 

free   switching,   forbidden    410-413 

application  to  enforce  schedule  to  eliminate 330-332 

new  subscribers  required  to  pay  measured  instead  of  tlat. 431-434 

stockholders    and    non-stockholders    between 406-407 

loll  tee  to  non-subscribers  not  deemed 406 

unjust,  free  interchange  of  service  between  companies,  allowed 
where  there  is  no 355.  357-358 

DIVIDENDS: 

6%  notes  distributed  in  lieu  of  moneys  expended  for  extensions 
and    betterments    390-392 

stock,  capital,  distributed  in  lieu  of  moneys  expended  for  ex- 
tensions and  betterments   390-392 

DUPLICATION  COST: 

new,  considered  in  valuation  of  property 513-520 

DUPLICATION  OF  PLANT: 

consideration    against    competitive    service 374 

eliminated  by   consolidation    468-469 

EARNINGS: 
surplus: 

sum  from,  to  replace  like  amount  u^ed  for  payment  of  taxes. 349 
(See  also  Revenues.) 
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ELECTRIC  LIGHT  AND  POWER  COMPANIES: 

acquisition    by   gas    companies,   approval   of 454 

acquisition  of  stock  by  another  company,  approved 450-479 

area  of  supply  and  p<H>ulation,  considered  in  application  for  sale 

of  459-460 

break-down    service    470471 

factors  in  determining  rates    469-470 

franchises: 

time    limit     458-459 

franchise    rights,    claimed    by    acquiescence    and    permission    of 

abutting  owners,  when   holding  no   franchise  of  record 458 

gas  companies  as  competitors  of 450,  455-456,  474-479 

supply   of  current   to   competitor,   not   compellable 480-493 

ELECTRICAL  CORPORATION: 

definition   488 

ELEVATORS,  GRAIN: 

rates,  increase  allowed  because  of  inadequate  return 440-441 

EMERGENCIES: 

free  service  from  rural  and  loll  lines  for 396-397 

service  in; 

discontinued  for  violation   of  contract 480-493 

provisions  for  464-46S,  470-471 

EMERGENCY  SERVICE.     (See  Break-Down  Service.) 

EMPLOYEES: 

personal  injuries  to.  report  to. commission  required 335-338 

when    not   on    duty    336 

responsible  for  accidents,  data  in  report  to  commission .337 

ENGINEERING: 

office: 

1%  allowance  for  ; 516 

EQUIPMENT: 

defective,  accident  due  to,  statement  of,  in  report  to  commission. 337 
(Sec  also  Facilities;  Instruments.) 

EVIDENCE: 

insufficient,  in  rate  hearing  438 

EXCESS  CALLS: 

ratw   316.  318 

EXCHANGE  OF  SERVICES.    {See  Interchange  of  Service.) 

EXCHANGES: 
branch : 

flat  rates  for    316-317 

measured  business  rates  318 

measured  residence  rates   318 
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EXCHANGES— Continued: 

physical   connection   of  more  than   one   exchange   in   same   town. 

with   toll   lines    394-395 

(See  also  Offices;   Private  Branch   Exchanges;  Stations.) 

EXISTING  CONTRACTS.    (See  Contracts.) 

EXORBITANT  RATES.     (See  Rates:  unreasonable.) 

EXPENSES: 

legal: 

107'  allowance  for  consents,  insurance,  damages  and 516-SI9 

operating: 

collections  in  advance  diminish   309.  311 

considered    in    Jixing    switching    rates 421-422 

issue  of  securities   for  payment  of,  unlawful 506-507 

replacements   and    maintenance    not    chargeable    lo    capital, 

but  to  .^, .  .494.  506-508.  515-516 

(See  also  Cost;  Revenues.) 

EXPERTS; 

employment  by   commission  for  investigations  of  certain   com- 
panies   347-348 

EXTENSION  BELLS: 

rates   316 

EXTENSION  TELEPHONES: 

rates  309.  311,  316-317,  321-i322 

apartment  houses   318 

boarding  houses    318 

hotels' 318 

EXTENSIONS: 

ability  of  acquiring  company  to  provide  for.  considered  in  ap- 
proval of  sale  of  property 462,  465-466,  471 

carrying  charges,  to  pay  464 

certilicate  for,  into  territory  from  which  existing  utility  has  with- 
drawn   308-310 

cost  considered  in  valuation   of  property   497-498 

estimates  of  proposed,  to  be  furnished  commission 444-445 

notes  Issued  for  441-446 

stock  issue  for  betterments  and  352-354 

(See  also  Betterments.) 

FACILITIES: 

duplication  of,  consideration  against  competitive  service 374 

extension  of.  bond  issue  for 441-446 

(See  also  Equipment.) 

FAIR  RETURN.     (See  Return  upon  Investment.) 

FARM-LINES: 

construction  and  maintenance  361 

local   service,   not  Riving   396-397 


PARH-LINES— Continued : 

physical  c 


switching  service,  fixed  by  statute  414-415 

sobscribers,  right  to  service  from  either  of  two  companies..  .407-409 
switching  ratq^.  fixed  by  statute  414^15 

"FIELD  COST": 

considered  in  valuation  of  property   516 

PLAT  BATES.    (See  Rates:  flat) 

FRANCHISES: 

certificates  to  exercise.    See  Certificates;  public  convenience  and 
necessity. 

completion  of  lines  to  termini  specified  in 448-450 

conditions  which  may  be  imposed  by  commission  in  approving,.   3?2 

cost  of  securing,  allowance  for 496,  513-515.  SI?-518,  520 

local  lines,  approval  of  commission  necessary  for  validity  of. 371-373 

operation  of  lines  over  route  described  in,  obligatory 448-450 

ordinance  granting,  power  of  commission  to  withhold  approval 

of  367-373 

permission  in  form,  not  mandatory   449 

rights    claimed    by    acquiescence    and    permission    of    abutting 

owners,  when  holding  no  franchise  of  record 458 

time  limit  457-459 

unused,  cannot  be  exercised  without  authority  of  commission. 457,  459 
(See  also  Municipal  Corporations;  Ordinances.) 
FREE  SERVICE: 

emergencies  for,  from  rural  and  toll  lines 396-397 

forbidden    416 

interchange  between  companies: 

allowed    406-407 

effect  of  toll  service  upon 355,  357 

not  required  when  disadvantageous  to  either  company,  .426-430 

local,  considered  unfair  competition 396-397 

switching   375,  410-413,  418,  423 

(See  also  Rebates.) 

GAS  COMPANIES: 

acquisition   by  electric  companies,  approval    of 454 

acquisition  of  stock  by  another  company,  approved 450-479 

area    of   supply    and    population,   considered    in    application    for 

sate    of    459-460 

break-down  service,  provision  for  464-465 

control  through  stock  ownership  without  merger  or  consolida- 
tion, effect  on  rates  466-468 

electric  companies  as  competitors  of 450,  455-456,  473-479 

franchises,  time  limit    457-458 

.GRAIN  ELEVATORS: 

rates,  increase  allowed  because  of  inadequate  return 440-441 
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GROUNDED  LINE  SYSTEM: 

substitution  of  metallic  circuit  system,  not  required  for  toll  serv- 
ice     355.  358 

HAUL: 

long  and  short  365-366 

application  to  maintain  schedule  violating  clause 333-334 

HIGH  TENSION  LINES: 

construction   of,   specifications   tor 386-387 

inspection  required,  when 384,  387 

interference  with  telegrapli  lines   384-387 

HOLDING  COMPANIES: 

objections   to    . . . , , 471-473 

profits  to  be  shared  with  consumer 467 

HOTELS: 

rates  , 317 

extension    telephones     318 

measured    service    318 

INADEQUATE.     (Sec  Rates;  Service.) 

INCREASE.     (See  Rates.) 

INJURIES: 
personal : 

claims  for    , 337 

employees  not  on  duty  at  time  of  accident 336 

permanent,   defined    337 

reports  to  commission,  required    335-338 

INSPECTION: 

high  tension  lines    384-387 

INSTRUMENTS: 

character  of,  within  control  of  board  of  directors 355,  357 

owned  by  subscribers,  rates  to 362 

INSURANCE: 

10%  allowance  for  legal  expenses,  consents,  damages  and. .516-517 

INTERCHANGE  OP  SERVICE: 

free: 

allowed    406-407 

efTecl  of  toll  service  upon 355,  357-358 

not   required   when   disadvantageous   to   either  company.. 426-430 
switching,  -forbidden    410-413 

rates    388-389 

INTERCOMMUNICATING  SYSTEM: 

defined 317 

business    317 

residence    317 
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INTEREST: 

allowance  for: 

during  construction,  9%  516,  518-520 

on   bonds    441-446 

(See  also  Return  upon  Investment.) 

INTERSTATE  COUMERCE  COMMISSION: 

jurisdiction  over  intrastate  business    431-434 

INVESTIGATIONS:    ■ 

certain  companies,  of,  by  commission 347-348 

JOINT  RATES: 

toll  agreement,  approval  of  commission  for,  withheld 382-383 

JURISDICTION: 

bond  issues,  commission's  powers  regarding 494,  504-508 

compelling  .subscribers  to  change  from  one  company  to  another, 

407-408 

completion  of  lines  to  termini  specified  in  charter,  power  of 
commission  Eo  order   " 448-450 

interstate  commerce  commission's,  over  intrastate  business.  .431-434 

over  mutiicipal  corporation  granting  franchise  to  second  company, 
commission's    367-376 

over  water  companies  owned  by  municipal  corporations,  commis- 
sion's     : 439-440 

physical  connection,  requiring,  within  commission's 403,  405 

LABOR: 

15%  allowance   for  increase   in   prices  of  materials  and... 517,  520 

LEASES: 

lines 498-502 

lessee  not  permitted  to  incur  debts  other  than  for  betterments, 

502-503 

rentals  considered  in  estimating  value  of  property 496-498 

tracks  jointly   used,  rentals 496-498.   509 

<See  also  Sale  of  Property.) 

LEGAL  EXPENSES: 

10%  allowance   for   consents,  insurance,  damages  and S16-519 

LIMITED   SERVICE.      (See   Rates:   measured  service.) 

LINES: 

built  by  subscribers,  maintenance  of: 

on   private   property    392-393 

on  public  highways   392-393 


certificate  for,  into  territory  from' which  existing  utility  has 

withdrawn 308-310 

cost  of,  considered  in  valuation  of  property 497-498 

farm,   maintenance  of    ■ 361 
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LINES— Continued: 

high  tension: 

construction   of.   specifications   for    386-387 

inspection  required,  when  384,  387 

interference  with  telegraph  lines  384-387 

leased     • 498-502 

lessee  not  allowed  to  incur  debts  except  for  betterments  of, 

502-503 

rentals  considered  in  estimating  value  of  property 496-498 

tracks  jointly  used,  rentals  496-498,  509 

with  lines  already  connected,  physical   connection 402-405 

receiving: 

defined 315 

rates   315 

reconstruction,  approval  of  change  in  rates  after 325-329 

sending: 

defined  31S 

rates    315 

through,  defined  369 

toll: 

not  to  be  used  for  local  service,  without  permission  by  or- 
dinance      370 

permission  of  municipal  corporation  not  requisite   for  con- 
struction of  " 369-370 

physical  connection,  required    355-360 

by  public  convenience  and  necessity 397-400 

anderground,   construction    required    435 

(See  also  Farm-Lines;  Physical  Connection;  Plant.) 

LIVE  STOCK; 

killed  or  injured,  statement  of,  in  report  to  commission 337-338. 

LONG  DISTANCE  SERVICE.  (See'Rates:  toll;  Service:  toll;  Toll.) 

LOS  ANGELES,  CALIFORNIA: 

rates  for  telephone  service 314-324 

MAINTENANCE: 

chargeable  to  operating  expenses  and  not  to  capital.  .494,  506-506. 

515-516 

farm-lines,    cost    of,    how    paid 361 

lines  built  by  .subscribers  390-392 

MATERIALS: 

157'  allowance  for  increase  in  prices  of  labor  and 517.  520 

MAXIMUM-DEMAND  CHARGE: 

break-down    service,    for    4g3 

MEASURED  SERVICE.     (See  Rates;  measured  service.) 
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MESSAGES: 
excess  calls: 

rates    316 

local : 

physical   connection   of   competing  companies   for.   not   com- 
pellable     311-312 

rates: 

switching  service  414-415,  417-425 

routing : 

commissions    302-304,  308.  310-311,   355.  358-359.  397-400 

option  as  to  route,  rests  with  subscriber 359-360 

telegram  toll  rates  341-344 

telegraph,   sound-proof   telephone  booths   installed    to   preserve 

secrecy    ,  .■ 305-306 

transient: 

rate  increase  in 401-402 

MESSENGER  SERVICE: 

toll  service  substituted   for    362-363 

METALLIC  CIRCUIT  SYSTEM: 

installation   of,   for  physical   connection   for  toll   service 355,  358 

substitution  for  grounded  circuit,  unnecessary  for  toll  service. 355,  358 

MINIMUM  CHARGE: 

break-down    electrical    supply    service,    for 483 

MINORITY  STOCKHOLDERS.     (See  Stockholders.) 
MONEY  MARKET: 

condition  of,  considered  in  authorizing  bond  issue 441.  443 

MONOPOLY: 

advantages    of    373-375 

regulated,  vs.   competition    474-479 

MORGAN  HILL.  CALIFORNIA: 

sale  of  exchange  302  - 


MUNICIPAL  CORPORATIONS: 

agreement  with  telephone  companies   as   to   rates 325-329 

designation  of  toll   route  through,   may  be  compelled 369.  371 

ordinances: 

franchises  for  local  lines,  approval  of  commission  necessary 

for   validity    of    371-373 

permission  of: 

not  required  for  construction  of  toll  lines  369-371 

required   for   local    lines    370-371 

power  of  commission  to  withhold  approval  of  franchises  granted 

by  367-373 

325,    327 
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MUNICIPAL  OWNERSHIP; 

S  outside  of  city  limits,  jurisdiction  of  corn- 


water  company,  purchase  of,  jurisdiction  of  commission  over, 439-440 

MUNICIPAL  RATES.     (See  Rates.) 

MUTUAL  COMPANIES: 

operation  without  certificate  to  do  business  a 
utilities  whose  subscribers  pay  monthly  rent 

NEW  JERSEY— BOARD  OF  PUBLIC  UTILITY  COHHISSION- 
ERS: 
power  to  withhold  approval  of  ordinance  granting  franchise.  .367-373 

NEW  YORK,  N.  Y.: 

completion   of   street   railway  line 448-450 

pay    station    rates,    reduction    of    379-380 

NEW  YORK— PUBLIC  SERVICE  COMMISSION,  FIRST  DIS- 
TRICT: 

authority  of,   required,  before   exercising  unused   franchise. .457,  459 
jurisdiction: 

bond  issue,  over 494.  504- 508 

power  to  order  completion  of  lines  and  fulfillment  of  obligations, 

448-450 
violation  of  law  upon  which  action  may  be  taken,  not  restricted 
to   offenses   mentioned   in    written   law 449 

NICKEL-IN-THE-SLOT  MACHINES.     (See   Coin-Boxes.) 

NIGHT  SERVICE: 

telegram    toll    service    rales     342 

NON-PAYMENT: 

rates  in  advance,  of,  penalty  for 309,  311,  322 

NON-STOCKHOLDERS: 

discrimination   in   rates  between   stockholders  and 406-407 

NON-SUBSCRIBERS: 

toll  fee  to.  not  discriminatory 406-407 


contracts  relating  to,  copy  to  be  furnished  commission, .  .443-445 
extensions  and  betterments,  for.  authorization  of 441-446 

97J4%  of  face  value,  issue  allowed 441-446 

promissory: 

refunding,  bond   issue   for    493-530 

stock  or  bonds  pledged  as  security,  not  to  be  lien  upon  prop- 
erty    442 

reports   445-446 
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NOTES— Continued: 

6%,  dividends  distributed  in  lieu  of  moneys  expended  for  exten- 
sions   and    bettermenis    390-392 

(See  also  Bonds;  Securities;  Stock.) 

NOTICES: 

pay  station  rales,  reduced  without   380 

OFFICE  ENGINEERING: 

t?,   allowance  for 516 

OFFICES: 

day,  supplemented  by  night  telegram  toll  service 341-343 

telegraph,  telegram  toll  service,  substituted  for 30S-306,  341-342 

(See  also  Exchanges;  Stations.) 

OKLAHOMA— CORPORATION  COMMISSION: 

jurisdiction  concerning  physical  connection ;.. 403,  405 

ONE-WAY  SERVICE.     (See  Service:  one-way.) 

OPERATING: 
expenses: 

considered  in  Bxing  switching  rates 421-423 

issue  of  securities  for  payment  of,  unlawful 506-507 

replacements  and. maintenance  not  chargeable  to  ca.pital  but 

to    494,    506-508.    515-516 

revenues,  inadequaie.  increase  of  rate  allowed 440-441 

(See  also  Service.) 

OPTIONS: 

sale  of  property  tor   452,  455,  461 

ORDERS: 

violation,  penalty  for   324 

ORDINANCES: 

franchises  for  local  lines,  approval  of  commission  necessary  for 
validity  of   371-373 

franchise  granted  by,  power  of  commission  to  withhold  approval 
of  367-373 

not  required  from  municipal  corporations  for  permission  to  con- 
struct toll  lines 369-370 

(See  also  Franchises;  Municipal   Corporations.) 

ORGANIZATION: 

allowance  for  496-497.  515,  517,  519-520 

(See  also  Development.) 

ORIGINAL  CONSTRUCTION.    (See  Construction:  original,) 

ORIGINAL   COST.      (See   Cost:   original.) 

"OTHER  LINE"  CHARGE 424 
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OVERHEAD  CHARGES: 

commissions,  allowance   for,  , 
contractors'   profits, 
engineering,  office, 

insurance,   allowance    for    516-517 

Interest   during  construction.   9%   allowance   for S16-S20 

(See  also  Development;  Organization.) 

OVERHEAD  LINES: 

construction    of,    specifications    for 384-387 

OWNERS'  CONSENTS: 

cost  of  obtaining,  allowed  in  valuation  of  properly.  .514-516,  518-520 
franchise  rights  claimed  by.  when  holding  no  franchise  of  record,   458 

PARALLEL  LINES: 

physical  connection  with  lines  parallel  to  lines  already  connected, 

402-405 
PARTY  LINES: 

four-party  business  line  rates  314-315,  319 

four-party  residence  line  rates    315 

limit    to    number    of    subscribers    on 436-437 

rates : 

business    314-315 

residence    .109.   311.   315 

two-party  business  314 

two-party  residence  315 

PAY   STATIONS: 

rates    401-«)2 

reduction  379-380 

(See  also  Coin-Boxes.) 

PAYMENT: 

prompt,    discount    for 409 

not  allowed    309 

PAYMENT  IN  ADVANCE: 

discount  allowed  for   325-326 

penalty  tor  failure  to  make 309,  311,  322 

PENALTIES: 

non-payment  of  bills  within  specified  lime 309,311,  322 

orders,  violation   of   324 

(See  also  Discount.) 

PERSONAL  INJURIES: 

claims  for    337 

employees  not  on  duly  at  time  of  accident 336 

permanent,    defined    337 

report  lo  commission  required    335-338 

(See  also  Accidents.) 
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PHYSICAL  CONNECTION: 

between  companies  not  serving  the  same  territory 388-389 

competing  companies: 

local  messages,  for,  not  compellable   311-312 

required    to   afiiord,    for   toll    service 375 

cost  of  establishing 355,  358-360 

disconnection,   restored    after    397-400 

discontinued  with  one  company  and  established  with  company 

giving  belter  service    394-395 

exchanges,  more  than  one  in  the  same  town 394-395 

farni-lines  426-430 

free  interchange  of  service,  for,  not  required 426-430 

lines    parallel    with    lines    already    connected 402-405 

messenger  service  eliminated  by 362-363 

not  required  when  disadvantageous  to  either  company 426-430 

toll  lines  426,  429-430 

compelled  by  subscribers    355-360 

message  rate  for  417-425 

metallic  circuit  system,  not  required  for 355,  358 

of  competing  companies,   with 394-395 

.required  by  public  convenience  and  necessity 397-400 

(See  also  Interchange  of  Service;  Switching  Service.) 

PHYSICAL  VALUATION   OP  PROPERTY.     (See  Valuation  of 
Property.) 

PLANT: 

adequate  to  provide  for  increased  consumption,  acquiring  com- 
pany   to    provide 463-464,    468-470 

duplication  of: 

consideration  against  competitive  service 374 

eliminated  by  consolidation 468-469 

,  increase   of  rates   after 325-329 

te    increase   after    325-329 

(See  also  Betterments;  Construction;  Depreciation;  Equipment; 
Extensions;   Instruments;   Lines;   Private  Plants.) 

POLES: 

erection  of,   specifications   for    ; 384,  386 

PORTABLE  TELEPHONES: 

rates    ■ 309,  311,  319-322 

business  309,  311 

residence   309,  31 1 

(See  also  Desk  Telephones.) 

PRAIRIE  dn  CHIEN,  WISCONSIN: 

switching  service  regulated 417-425 

PREFERRED  STOCK.    (See  Stock.) 

PREPAYMENT.     (See  Payment  in  Adnnce.) 
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FAU 

PRESENT  VALUE: 

considered  in  valuation   of  property 514,   520-530 

(See  also  Cost:  original;  Duplication  Cost;  Reproduction  Cost; 

PRIVATE  BRANCH  EXCHANGES: 

defined  317 

flat  rates   315,  317 

measured   business   rates    318 

mea.sured  residence  rates  318 

(See  also  Exchanges;  Offices;  Stations.) 

PRIVATE  PLANTS: 

break-down  service  to,  discontinued  upon  violation  of  contract, 

4«MM 
supplying  commodity   to   neighbors   held   to   be   competing   com- 
panies   480,  486-488,  491 

(See  also  Plants.) 

PROFESSION,  PUBLIC: 

obligation  to  extend  and  operate  lines  over  entire  route  described 
in  franchise  448^50 

PROFITS: 

contractors',  allowance  for    516 

holditig  companies,  to  be  shared  with  consumer 467 

PROMISSORY  NOTES: 

refunding,   bond    issue   for 493-530 

stock  and  bonds  pledged  a«. security  for,  not  to  be   lien  upon 

.property    442 

(See  also  Notes.) 

PROMPT  PAYMENT: 

discount    for     4fW 

not  allowed  30^ 

PROPERTY: 

damages  to,  resulting  from  accidents,  report  to  commission  re- 
quired    336.  33.* 

sale  of: 

application  for  approval  of  agreements  upon 325-32^ 

approval   302-304.  363-364 

denied     381 

involving  division  of  territory,  disapproval  of 3R1-3W 

municipal  corporations,  to 439-440 

price  not  lo  be  binding  in  rate  fixing  inquiry 446-H7 

(See  also  Valuation  of  Property.) 

PUBLIC  CONVENIENCE  AND  NECESSITY: 

approval  of  franchise  by  commission,  dependent  upon,  conditions. 3/2 
certificate: 

granted  to  serond  company  when  existing  utility   is  willing. 

3(«-311,  313 
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PUBLIC    CONVENIENCE    AND    NECESSITY— Continued: 
certificate — continued: 

operation  of  a  mutual  company  as  a  public  utility  without .  339-340 

competing  telephone  service,  undesirability  of  367,  373-376 

physical  connection  with  toll  lines  required  by 397-400 

purchase  of  capita!  stoclc  of  one  company  by  another,  serves. 345-346 
second  company  denied  admission  to  territory  when  not  required 
by    367-376 

PUBLIC  PROFESSION: 

obligation  to  extend  and  operate  lines  over  entire  route  described 
in  franchise  .448-450 

PUBLICATION: 

rate  concessions  in  specified  cases  lo  be. printed  in  newspaper. 323-324 

PUBLIC  OWNERSHIP.     (See  Municipal  Ownership.) 
PUBLIC  SERVICE  CORPORATIONS.     (See  Public  Utilities.) 
PUBLIC  TELEPHONE  STATIONS.    (See  Pay  Stations.) 
PUBLIC  UTILITIES: 

competitive  telephone   service,   undesirability   of 373-374 

established  in  territory,  entitled  to  protection 375 

filing  of  rate  schedules  not  required  until  rules  and  regulations 

are  prescribed    330-332 

franchises,  power  of  commission  to  withhold  approval  of  ordi- 
nance granting  367-376 

operation  of  mutual  convpantes  without  certificate  to  do  busi- 
ness as    339-340 

other  than   railroads  &nd   street  railways,   report   of   accidents, 

regulations  for  335-338 

reports  of  accidents,   regulations   governing 335-338 

second  company   denied   admission   to   territory,   when   adequate 

service  is  being  yiven  367,  373-376   ■ 

I'See  also  Names  of  Various  Utilities.) 

PURCHASE  OP  PROPERTY.     (See  Sale  of  Property.) 

RAILWAYS: 

bond  issue  allowed  for  extensions  and  betterments 441-446 

completion  to  termini  specified  in  charter  and  franchise,  power 

of  commission  to  order 448-450 

high  tension  lines,  specifications  for  construction  of 384-387 

inspection  of  high,  tension   lines,  required  of 384,387 

profitableness  of  portion  of  line  not  to  determine  rates 438-439 

rates,  reduction  of  class  438-439 

stations ; 

sound-proof  telephone  booths  installed  in.  for  telegram  toll 

service 305-306 

telephones  in.  required  341 

(See  also  Street  Railways.) 
RATE  OF  DEPRECIATION.    (See  Depreciation.) 
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RATE  OF  RETURN: 

reasonable; 

rate  increase  to  secure    42S-'120 

{See  also  Return  upon  Investment.) 

RATES: 

additional,  for  individual  farm  service...' 361 

apartment  houses: 

extension  telephones 318 

flat   317 

measured 318 

boarding  houses 317 

extension  telephones  318 

measured  service  318 

branch  exchanges  316-318 

break-down  service  483,  487 

business: 

duplex  line,  unlimited    326,  328 

flat 309,  311,  314 

four-party    line     314.  3tS 

measured  service  316 

two-party    314 

portable   telephones 309,  31 1 

special  line,  unlimited   326,  323 

changes: 

after  reconstruction  of  lines,  approval  of 325-329 

extension  of  lime  for  making,  application  for 333-334 

in  scheduled,  unlawful  unless  approved  by  commission.  ,323-324 

investigation  necessary  before  making 330-332 

to  be  shown  in  application  tor  reduction 323-324 

declared  unreasonable,  reduction 438-439 

coin-boxes   316 

combination  of  local  rales  in  determining  through 365-366 

comparison   o(,  in  various  localities 438 

competitive: 

service  less  than  cost  to  drive  competitor  from  field 416 

concessions  in,  municipal  corporations   325-329 

cons'olidaton,   to   be    maintained    after    446-447 

contract: 

discrimination   l^etwecn   old   and   new   subscribers' 431-433 

cost  of  service,  in  determining   365-366 

destinating   calls,  commission  allowed   upon 355.  358-359 

deviations  from   schedule,   tiled   with  commission 323-324 


payment  m  advance,  lor 

prompt  payment,  for  

not  allowed    

subscribers  owning  Inslrunienis 


.  .325,  326 
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RATES— Continned : 
discrimination; 

application  to  enforce  schedule  to  eliminate 330-332 

new  subscribers  required  to  pay   measured   instead   of  flai. 

431-434 

stockholders  and  n  on -stock  holders  between 406-407 

toll  fee  to  non-subscribers  not  deemed 406 

duplex  lines,  unlimited   326,  328 

effect  of  control  through   stock  ownership   without   merger   or 

consolidation    466-468 

excess   calls    316,  318 

excess    collections,   unlawful    322-324 

existing,   to  be  maintained  after   consolidation 44^447 


I  telephones 309,  3U,  316-317,  321-322 

apartment  houses   318 

boarding  houses    318 

hotels    318 

farm-line  361 

switching  service  for,  fixed  by  statute 414-415 

flat; 

business  309,  311,  314,  319-322 

four-party    residence    319,  321 

receiving  lines  315 

residence    309,  311,  315.  319-321 

sending  lines    315 

suburban   315-316 

two-party   business  .  line    314 

two-party  residence  line 314,  320,  321 

four-party  business  line    , 314-315.   319 

four-party  residence  line  315 

haul: 

long  and  short   : 365-366 

application  to  maintain  schedule  violating  rule  for.. 333-334 

hotel    . . ; 317 

extension  telephones    318 

measured  service    318 

inadequate,    increase    allowed    440-441 

increase  401-402 

after  signing  of  contracts  for  service 331 

allowed  because  of  inadequate  return 440-441 

approval    "ItB 

company's  assets  and  liabilities  considered  in  granting.  ..436-437 

continuoDS  service,  for  436-437 

improvement   of   service,  upon    325-329 

not  to  be  allowed  after  consolidation 446-447 

reconstruction,  upon  completion   of    325-329 

secure  revenue  eufBcient  for  interest  and  depreciation,  to...  425 
transient    messages    401-402 

instruments  owned  by  subscribers,  discount  to 361 

interchange  of  service    388-389 
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RATES— Continued: 

intercommunicating  system: 

business     317 

residence  317 

investigations: 

price  paid  for  property  nol  binding  in 446-447 

joinl  toll  agreement,  approval  of  commission  withheld 382-383 

less  than  cost,  to  drive  competitor  out  of  business 416 

less  than  scheduled,  unlawEul  323 

limited  service.     See  measured  service,  infra. 

combination  of,  in  determining  toll 365-366 

localities,  comparison   of  various    438 

long  and  short  haul,  application  to  maintain  rates  violating  rules 

for  333-334 

maximum-demand  charge: 

break-down  service,  for  483 


apartment   houses    318 

boarding  houses    318 

business   316 

private  branch  exchange: 

business     318 

hotels   318 

residence  318 

residence  316 

messages : 

switching  service   .417-425 

break-down   electrical   supply   service,   tor 483 

more   than   scheduled,  unlawful    322 

municipal  corporations: 

agreement   as   to   schedule    . .  .' 325-329 

concesaious  in    325.  327 

originating  calls,  commission  allowed  upon 355,  358-359 

"other  line"   charge    ., 424 

party-line: 

business   314-31S,  322 

four-party   residence    315 

residence    309.  311,  315,  322 

two-party   business    -■ 314 

two-party  residence   315 

pay    station     401-402 

not  to  exceed  toll  rales  from  subscribers'  stations,  when. 379-380 

portable   telephones    309.   311,   319-322 

private  branch  exchange,  measured   318 

profitablenes.*  of  portion  of  line,  nol  to  determine 438-439 

reasonable,  schedules  of,  to  be  tiled  with  commission 388-389 

receiving  line  315 

reconstruction  of  plant,  after  323-329 

reduction    323,  362 
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RATES— Continued : 

reduction — continued : 

pay  station 379-380 

telegram  toll  service  less  than   telephone  toll 342-344 

telegraph  messages 301 

without  notice 380 

residence: 

duplex  tine,  unlimited  326,  328 

flat  : 309,  311,  3IS 

measured  316 

party-lines    309,  311 

special  line,  unlimited  326,  328 

schedules: 

agreement   with    municipal    corporations   as    to 325-329 

application  to  be  allowed  further  time  to  prepare 333-334 

'  approval  by  commission  upon  reconstruction  of  lines 326,  328 

changes  in,  applicalion  for  extension  of  time  to  make 333-334 

combination  of  local  rates  in  determining  toll,  unreasonable, 

.365-366 

commission  to  be  notified  before  change  in '.....  328 

filing  not  required  until  rules  and  regulations  are  prescribed, 

330-33f 

less  than  323-324 

telegram  toll   service    342-344 

to  be  tiled  with  commission 388-389 

violation  of,  forbidden   480,  492-493 

sending  line 315 

special  line,  unlimited 326,  328 

standard,  application  to  enforce   330-332 

storage,  increase  allowed  440-441 

subscribers: 

owning   instruments    362 

pay  station  rales  not  to  be  higher  than  toll  rates  to 379-380 

suburban: 

zone  system  for  315,  316 

somnier  service  , 378 

switching   service    417-425 

farm-lines,  fixed  by  statute   414-415 

maximum  409-413 

operating  expenses  considered  in  fixing 421-422 

telegram  toll  service  341-344 

less  than  ordinary  telephone  toll  rates   342-344 

telegrams  by  telephone,  reduced  toll  rate  for  transmission.. 341-344 
through: 

based  on  combination  of  local  rates,  not  to  be 365-366 

toll  417-425,  429 

change  in,  upon  substitution  for  messenger  service 362-363 

combination  of  local  rates,  for,  unreasonable 365-366 

commissions  allowed  on  originating  and  destinating  calls.. 355, 

358-359 
connecting  lines,  over    '*17-425 
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RATES— Continuci!- 
toll — continued: 

division    between    connecting    companies 394-395 

joint,  agreement  for,  approval  oF  commission  withheld. .  .382-383 
physical  connection,  received  through,  paid  to  company  first 

connected    in    town     394-395 

relation  to  pay  station  rates   379-380 

telegrams,  transmission  by  telephone   341-344 

violating  long  and  short  haul  rules,  application  to  maintain, 

333-334 

transient  messages   401-402 

trunk  line,  two-way   317 

connecting  intercommunicating  system   318 

two-parly  business  line    314,  315.  319-321 

two-party  residence  line  315 

two-way  trunk  lines    317 

unlimited  service.     See  flat  infra. 
unreasonable: 

reduction    438-439 

Electric  Light  and  Power  Companies: 

factors   in    determining    469-470 

Gas  Compatiies: 

regulatory  power  of  commission  over  consolidating  company  .455-456 
RailwaTi: 

reduction  of  class  438-439 

Telegraph  Companiea: 
messages  at  reduced  rate  '. .  301 

REAL  ESTATE: 

allowance  for  514.  517-518 

REASONABLE  RATES.    (See  Rates.) 

REBATES:. 

scheduled  rates,  on.  unlawful    324 

RECEIPTS.    (See  Revenues.) 

RECEIVING  LINES: 

defined 315 

rates  315 

RECONSTRUCTION : 

approval  of  change  in  rates  after  325-329 

REDUCED  RATES.    (See  Rates:  reduction;  Service.) 

REFUNDING  OF  OBLIGATIONS.    (See  Bonds:  issue;  Capital  Slock: 
issue.) 

REGULATION: 

preferable  to  competition  373-375,  474-479 

REMOVAL  OF  PQLES.    (See  Poles.) 
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RENTALS: 

leased  lines,  tracks  jointly  used 496-498,  S09 

REPAIRS: 

lines  built  by  subscribers  on  private  property,  order  for,  sus- 
pended     392-393 

REPLACEMENTS: 

capitalization,  not  permitted  ^ 494,  506-508,  515-516 

chargeable  to  operating  expenses  and  not  to  capital.  ..494,  506-508, 

51S-516 
comparison  between  permanent  betterments  and  renewals  and, 

512.516 
REPORTS: 
accidents : 

blanks  for  reports  to  commission  338 

utilities,  other  than  railroad  and  street  railways,  regulations 

governing  335-338 

verification  of  338 

copies  of,  to  be  filed  with  commission   347-348 

stock : 

sale  of 354 

telegraphic,  concerning  accidents   335 

REPRODUCTION  COST: 

new.  considered  in  valuation  of  property  513-520 

RESERVE  ACCOUNTS.    (See  Accounts:  reserve.) 

RESERVE  SERVICE.    <See  Break-Down  Service.) 

RESIDENCE  RATES.    (See  Rates:  residence.) 

RETURN  UPON  INVESTMENT: 

inadequate    440-441 

reasonable: 

rate  increase  to  secure  425-426 

REVENUES: 

insufficient,  not  sufficient  reason  for  refusal  to  give  service 307 

operating; 

inadequate,  increase  of  rate  allowed  440-441 

RINGING  SIGNALS: 

improvement  of,  for  better  service : 3Q3 

ROUTING  OF  MESSAGES: 

commissions 302-304,  308,  310-311,  355.  358-359.  397-400 

option  as  to  route  rests  with  subscriber 359-360 

RURAL  LINES.    (See  Farm-Unes.) 

ST.  GEORGE,  KANSAS: 

telephone  in  railway  station 341 
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SALE  OP  PROPERTY: 

application  for  approval  of  ^reemenU  upon 32S-SS 

approval  of  302-304.  363-364 

denied    381 

price  not  to  be  binding  in  rate  fixing  inquiry 44M47 

involving  division  of  territory,  disapproval  of 3S1-3S3 

municipal   corporations,  to 439-440 

SCHEDULES.     (See  Rates.) 
SECURITIES: 
collateral : 

bonds  t'sed  as.  for  guaranteed  bonds 349 

pledged  for  notes,  list  of,  to  be  furnished  commission 443-445 

issue : 

payment  of  operating  expenses,   for,  unlawful 506-507 

SEHI-HUTUAL   COMPANIES: 

defined    3» 

SENDING  LINES: 

defined   315 

rates  315 

SERVICE: 
adequate : 

improvement  in  ringing  apparatus  for 303 

maintained   after  physical  connection,   to   be 388'389 

break-down : 

discontinued   for  violation   of  contracts 48tM93 

provision  for  46f-465.  470471 

competitive,  disadvantages  of 373-374 

"conjunctional- service"  480-481.  464-485.  492 

continuous,   rate  increase   for 436-437 

cost   of.   in   determining   rates 365-366 

discontinued : 

violation  of  contract,  for 480-493 

discrimination,   free  interchange  between   companies 409-413 

farm-line    361 

subscribers'  right  to.  from  either  of  two  companies 407-409 

free: 

forbidden    416 

from  rural  and  toll  lines  in  case  of  emergency 396-397 

interchange  of.  between  companies: 

effect  of  toll  service  upon 355.  357 

forbidden    409^13 

not  required  when  disadvantageous  to  either  compatiy.  .426-430 

loll  service,  effect  upon 355,  .157 

local,  considered  unfair  competition 397 

municipal  corporations  325.  327 

switching   395.  418.  423 

improvement,  increase  ot  rates  upon 32S-329 

inadequate,  improvements  required 305-J07 
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SERVICE— Continued: 

increased  consumption,  provision   for 463-461,  468-469 

inwrchjnge  between  companies ; 
free: 

allowed    406-407 

effect  of  toll  service  upon 35S.  357.  358 

switching,    forbidden    410-413 

rates 388-389 

local: 

distinction  between  throiigh  and 369-370 

effect  of  toll  business  upon 3SS,  358-359 

rural  and  toll  lines  not  giving 396-397 

toll  lines  not  to  be  used  for,  without  permission  by  ordinance..   370 
messages: 
routing: 

commissions   302-304.  308,  310-311,  3S5,  358-359,  397-400 

option  as  to  route,  rests  with   subscriber 359-360 

messenger,    direct   toll    service    substituted    for 362-363 

night: 

telegram  toll  service  rates 342 

obligation  to  give: 

as    good    as    that    furnished    by    company    withdrawing    from 

field 388-389 

one-way,  deferred  342-343 

physical  connection  with  toll  lines  discontinued  because  of. 394-395 
refusal  to  give: 

not  justified   by   insufficient   return 307 

routing  of  messages : 

commissions  302-304.  308.  310-311,  355.  358-3S9.  397-400 

option  as  to  route  rests  with  subscriber 359-360 

■    summer    378 

switching : 

bills    for,  rendered  to  whom 417,  425 

free    395 

rates    417-425 

fixed  by  statute 414-415 

operating  expenses  considered  in  fixing 421-422 

to    lines    directly    connected 417-425 

required  of  connecting  companies 359-360 

through   line   or  system,   defined 369 

toll : 

direct,  substituted  for  messenger  service. 362-363 

effect  upon  local  seriice 355.  358-359 

not  to  be  used  for  local  service,  without  permission 370 

physical    connection    for.   required 355-360 

of  competing  companies  for.: 375 

unit  of  cost,  as  distance  i 

two-way    trunk    line-    rates 

unsatisfactory.     See  poor,  infra 
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SERVICE— Continued : 
Gas  Conpaniea: 

increased  efficiency  through  acquisition  hy  larger  company 462-463 

Telegraph  Companiea: 

telegraph  toll  service  substituted  for  telegraph  office.  ...305-307,  341-342 
Water  Corapaniea: 

consumers  outside  of  city  limits,  when  owned  by  municipal  corpora- 
tions       439 

municipal  corporations,  owned  by,  consumers  outside  city  limits 439 

SIGNALS,  RINGING: 

improvement   of.    for   lietter   service 30,1 

SLOT  MACHINES.    (See  Coin-Boxes.) 

SOPBR,  OKLAHOMA : 

physical  connection  394-395 

SOUTH  DAKOTA— BOARD  OF  RAILROAD  COMMISSIONERS: 

jurisdiction  to  compel  telephone  subscribers  to  change   from   one 
company  to  another   4O7-40S 

STANDARD  RATES.  (See  Rates.) 

STATEMENTS.  (See  Reports.) 

STATIONS: 

railway : 

sound-proof   telephone   booths   installed    in,    for   telegram   toll 

service    305-307 

telephones  in,  required    ,.,.  341 

toll: 

installed  after  discontinuance  of  physical  connection  with  local 

company     397-399 

STAND-BY   SERVICE.     (See   Break-Down  Service.) 
STOCK: 

acquisition  by  another  company,  approved '.345-346 

acquisition  of  controlling  interest  in  two  companies  by  another 

not  operating  in  same  territory,  approved 450-479 

common : 

acquisition    of,    by    another    company,    approved 450-479 

control   through   ownership   of,    without   merger   or   consolida- 
tion, effects  of 456-468 

dividends,    distributed    in    lieu    of    moneys    expended    for    ex- 
tensions and  betterments    390-392 

issue : 

approval   of   purchase   of   property   not   to   be   grounds   for 

claim  for  right  tg 461 

at  par,   for  refunding  of  obligations  and    for  extensions 

and  betterments    352-354 

without  authority,  ratification  of — 377-378 
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STOCK— Continued : 

capital — continited : 

minority    stock,    to    be    purchased    on    demaHd.    al    stipulated 

price    : 4S2,  456,  461 

options  on  majority  of,  price 452,  455,  461 

ownership   not   necessary    for  break-down   connections 470-471 

pledged  as  collateral  security,  not  to  be  lien  on  property 442 

preferred : 

acquisition  of,  by  another  company,  approved 450-479 

sale: 

accounts  to  be  kept  of  proceeds  from 445-446 

approval    of    345-346 

to  another  company 363-364 

at  55.64%  of  par  value 452 

at  76.13%  of  par  value 452 

competing  companies  to  outside  corporation,  approved.  .450-479 
financial    condition    of    purchaser    considered    in    approv- 
ing   454-455.  <65-466,  471 

price,  for  control  of 452,  455,  461 

reports    354 

without  authority,  ratification  of : . .  .377-378 

STOCKHOLDERS: 

discrimination  in  rates  between  non- stockholders  and 406-407 

minority,  protection  of  rights  of,  upon  transfer  of  control  of 
property 471-473 

pro  rata  distribution  of  stock  in  lieu  of  moneys-  expended  for  ex- 
tensions and  betterments 390-392 

rate  increase  to 401-4(K 

STREET   RAILWAYS: 

bond  issue  for  refunding  of  obligations 493-530 

value  of  tracks  considered  in  valuation  of  property.  .496.  509-512.  514-517 

SUBSCRIBERS: 

farm -lines : 

right  to  service  from  either  of  two  companies 407-409 


owning,  discount  to 362 

limit  to  number  of,  on  party-lines 436-437 

lines  built  by,  maintenance  of  on  private  property 390-392 

on  private  property 392-393 

on  public  highways 392-393 

new,  required  to  pay  measured  instead  of  flat  rates. 431-434 

routing  of  messages,  option  as  to  route  rests  with -.,359-360 

toll  rates  to,  not  to  be  higher  than  pay  station  jates 379-380 

SUBSIDIARY   COMPANIES: 

of  same  company  operating  in  same  territory,  not  held  to  be  com- 
peting companies    488-4P9 

SUBURBAN  RATES.    (See  Rates:  suburban.) 


FACE 

SUBURBAN  TELEPHONES: 

defined   315 

SUMMER  SERVICE: 

rates     3?R 

SUPPLEMENTAL    SERVICE.      (See    Break-Down    Service.) 
SURPLUS  EARNINGS.    (See  Earnings.) 

SWITCHING   SERVICE: 

bills   for.   rendered   to   whom 417,   425 

free    395 

forbidden    410-413 

rates  355.  358-359,  417-425 

exchange  and  toll  service 417-425 

fixed  by  statute 414-415 

maximum 410-413 

operating  expenses  considered   in   fixing ,.421-422 

to  lines  directly  connected 417-425 

SYSTEM: 

ibrot'gh,   defined    369 

TALKING  SETS,  EXTENSIONS.     (See  Sending  Lines.) 

TAXATION: 

allowance  for,  in  valuation 518-520 

bond  issue  for  payment  of 349-350 

TELEGRAM   TOLL   SERVICE: 

established  where  telegraph  company  maintains  no  office  or  only 
a  day  office   341-344 

rates    341-344 

less  than  telephone  toll 342-344 

night    .342 

schedules    342-341 

sound-proof  telephone  booths  installed  to  maintain  secrecy  in., 305-306 

substituted  for  telegraph  offices 305-307- 

TELEGRAMS: 

secrecy,  preserving,  in  telesram  toll  service 305-306 

transmission   by   telephone,   special    rales   for.. 341-344 

TELEGRAPH  COMPANIES: 

messages : 

.  transmission  by  telephone 305-306.  341-344 

offices  substituted  by  telegram  toll  service 305-306.  341-342 

reduction    301 

telephone,  tnnsmission  of  messages  by 341-344 

TELEPHONE  COMPANIES: 

competitive.   i'.ndesiral)ility   of ..,,373-374 
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TERMINATION.     (See  Contracts:  termination.) 

TERRITORY: 

division  of.  disapproval  of  sale  involving 38I-3H3 

occupied,  invasion  of.  Iiy  another  company 36?-3?6 


THROUGH  RATES: 

based  on  combination  of  local  rates,  not  to  be 365-36(3 

TIME  LIMIT: 

franchises    457-459 

TOLL: 

agreement,  disapproval  of 382 

construction  of.  consent  of  municipal  corporation  not  rcqufred 

for    369-371 

local   service,   not   giving 396-397 

metallic  circuit  system  not  required  for 355,  358 

not    to    be    used     for    local     service    without    permission    by 

-    ordinance    370 

physical  connection   394-395,  426.  429-430 

discontinued   because   of   poor   service 394-395 

required   355-360.  397-4<X) 

route,  municipal   corporations   must  designate    369 

installed    after    discontinuance    of   physical    connection    with 
local  company    .'.397-399 

TRACKS.    (See  Street  Railways:  Value  of  tracks.) 

TRAFFIC.    (See  Service.) 

TRANSIENT  MESSAGES:  - 

r^te  increase  for  401-402 

TRUNK  LINES: 

rates: 

measured     318 

receiving   line    315 

sending  line  315 

two-way  line  connecting  an  intercommunicating  system 318 

two-way  flat  rates   317,  318 

TWO-WAY  SERVICE.    (See  Service:  two-way.) 

UNDERGROUND  LINES: 

placing   aerial    lines   underground    435 

UNEXPIRED  CONTRACTS.    (See  Contracts;  unexpired.) 

UNFAIR  COMPETITION.     (See  Competition:  unfair.) 
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UNLIMITED  SERVICE.    (See  Rales:  flat.) 

UNREASONABLE  RATES.     (See  Kates:  unreasonable.) 

UNSATISFACTORY  SERVICE.    (See  Service:  poor.) 

VALUATION  OF  PROPERTY: 

buildings  considered  in  513-514,  516-517 

development,  allowance  for. 463-464.  468-469,  496-497.  51S.  S17.  519-520 

estimated  in  authorizing  bond  issue  493-530 

"field   cost",  allowance    for    516 

franchises,  cost  of  obtaining,  allowance  for. ,496,  513-515,  517-518,  520 

labor,  increase  in  prices,  allowance  for  517,  520 

legal    expenses,    allowance    for    516-519 

materials,   allowance   for    ;SJ7,  520 

.    organization,  allowance  for 496-497,  515,  517,  519-530 

original  cost,  allowance  for 496-497,  S13,  516-517 

overhead  charges: 

contractors'  profits  516 

owanee  for  516-517 

t  during  construction,  97r  allowance  for 516.  518-520 

owners'  consents,  cost  of  obtaining,  allowance  for 514-516.  518-520 

present  value  considered  in  estimating  514,  520-530 

reproduction  cost,  new,  considered  in  estimating 513-520 

not  binding  for  other  purposes  302.  304 

sale  price   not  binding  in   rate   fixing  inquiry 446-447 

taxation,   allowance    for    518-520 


WAREHOUSES,  GRAIN: 

;  allowed  because  of  inadequate  return 440-441 


WATER  COMPANIES: 

purchase  of.  by  municipal  corporation,  jurisdictiot 
over    439-440  | 

WIRES:  I 

placing  aerial,  underground   435 

transmission,  specification  for  erection  of   384,386  I 
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COMMISSION  ORDERS,  RULINGS  AND   DECISIONS 
•     DIRECTLY  AFFECTING  TELEPHONE  AND  TELE- 
GRAPH COMPANIES. 


Corporation  Conunission, 
In  re  RATES  OF  Postal  Telegraph-Cable  Company. 

Special  Order  No.  32. 

Decided  May  i,  1913. 

Reduction  of  Telegrspb  Rate. 

ORDER. 

Due  consideration  being  given  to  tbe  facte  as  set  fdrth 
in  informal  complaint  entered  with  thia  Commission,  re- 
garding the  present  rate  of  fifty  cents  for  telegraph  service 
between  Williams  and  Grand  Canyon,  Arizona. 

/*  is  hereby  ordered,  That  the  Postal  Telegraph-Cable 
Company  establish  and  maintain  a  rate  of  thirty-five  cents 
(for  ten  words  and  less,  and  two  ceiite  for  each  additional 
word),  between  Williams  and  Grand  Canyon,  Arizona,  for 
telegraph  service,  on  and  after  May  15th,  1913,  subject  to  the 
further  investigation  and  orders  of  this  Commission. 

Dated  at  Phoenix,  Arizona,  this  first  day  of  May,  1913. 
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CALIFORNIA. 

Railroad  Commission. 

In  the  Matteb  of  the  Appucation  of  U.  K.  Estbs  fob 
Pebjiission  to  Sell  His  Telephone  Plant  at  Moeoan 
Hill  to  T.  H.  Dassel  and  op  T.  H.  Dassel  fob  Pebmis- 
siON  to  Purchase  This  Plant. 

Application  No.  108 — Decision  No.  631. 

Decided  April  30,  1913. 

Sale — Diviuon  of  Interline  Toll  Revenue. 

FermisBion  given  to  G.  K,  Estes  to  sell  his  telephone  plant  in  and  aboat 
Morgan  Hill  for  $2,425  and  to  T.  H,  Dassel  to  acquire  same  upon  condition 
that  the  consideration  shall  not  be  taken,  befofe  the  Commission  or  any  other 
publk  body,  as  representing,  for  rate-fixing  or  other  purposes,  the  value 
of  the  property.  Also  ordered  that  the  toll  revenues  shall  be  divided  between 
The  Pacific  Telephone  and  Telegraph  Company  and  the  local  company  so 
that  the  local  company  shall  receive  30  per  cent,  of  originating  tolls. 

Appbabances  ; 

(/.  A'.  Estes  and  T.  H.  Dassel,  in  propria  persona, 
E.  A.  Colby,  for  proteatants. 

REPORT. 

Ooruon.  Commissioner: 

G.  K.  Estes  is  tlie  owner  of  a  telephone  plant  which  is 
operated  in  and  about  Morgan  Hill,  Santa  Clara  County, 
California.  G.  K.  Estes  now  desires  to  sell  this  telephone- 
plant  to  T.  H.  Dasael.  These  two  gentlemen  have  entered 
into  a  contract  of  sale,  which  is  incorporated  in  the  applica- 
tion in  tliis  proceeding,  in  which  the  property  to  be  trans- 
ferred is  stated  as  follows; 

"The  telephone  exchange  property  at  Morgan  Hill,  consisting  of  all  pole 
lines    {about  75  poles),  aerial  cables,  wire,  drop  wires,  sub-station  appa- 
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ratus,  booths  and  special .  fittings,  exchange  supplies,  central  ollice  equip- 
ment, 77  telephone  sets,  and  all  tools  and  implements  connected  with  said 
exchange;  oae  share  in  the  Diana  Avenue  Farmers'  Telephone  Line." 

O.  K,  Estes  also  agrees  to  assign  to  T.  H.  Dassel  the  eou- 
uectiug  agreement  between  himself  and  The  Pacific  Telephone 
and  Telegraph  Company.  For  the  transfer  of  this  property 
the  purchaser  is  to  pay  f  2,425. 

At  the  hearing  a  number  of  the  patrons  of  this  telephone 
system  appeared  and  protested  against  the  granting  of  this 
application,  these  protestantB  having  in  mind  the  purchase 
and  ojieration  of  this  plant  by  themselves  as  a  mutual  com- 
pany. *  This  plan  of  tlie  protestants,  however,  was  abandoned 
and  the  opposition  to  the  granting  of  this  application  with- 
drawn. 

The  hearing  disclosed  two  matters  to  which  I  wish  to  draw 
attention.  The  first  of  these  matters  is  that  the  ringing 
power  iised  in  this  telephone  plant  is  inadequate.  This  was 
called  to  the  attention  of  Mr.  T.  H.  Dassel,  and  he  stipulated 
at  the  hearing  that  as  soon  as  the  plant  was  transferred  to 
him  he  would  correct  this  weakness.  The  second  of  these 
matters  is  that  the  existing  connecting  agreement  between 
The  Pacific  Telephone  and  Telegraph  Company  and  G,  K. 
Estes,  which  agreement  will,  under  the  transfer,  be  assigned 
to  T.  H.  Dassel,  should  be  modified  in  important  particulars. 
The  agreement  should  be  amended  so  as  to  provide  that,  in 
the  division  of  toll  revenues  between  the  long  distance  com- 
pany, and  the  local  operating  company,  the  local  company 
shall  receive  thirty  per  cent  (30%)  on  originating  tolls,  or 
the  eqaivalent  thereof  in  payments  divided  on  oripnating 
and  incoming  business. 

The  Commission's  view  as  to  the  division  of  toll  revenues 
Is  so  well  understood  by  both  companies  that  it  is  expected 
that  the  connecting  agreement  involved  in  this  case  will  be 
revised  without  delay. 

I  recommend  that  this  application  be  granted,  and  sobmit 
herewith  the  following  form  of  order: 
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ORDER. 

<j}.  K.  E^tus  Laviiiy  applied  to  this  Commissioa  for  per- 
mission to  sell  bis  telepboue  plant  in  and  about  Morgao  Hill, 
Santa  Clara  County,  California,  for  tbe  sum  of  f2,425,  and 
T.  H.  Dasael  Iiaving  applied  to  this  Commission  for  permis- 
Hioii  to  purebase  tliis  plant,  and  a  public  bearing  having  been 
held  upon  this  application. 

/( is  hereby  ordered,  That  U.  K.  Estes  be,  and  he  hereby  is, 
authorized  to  sell  his  teleplione  plant  in  and  about  Morgan 
Hill,  Santa  Clara  Couuty,  California,  for  the  sum  of  f  2,425, 
and  that  T.  H.  Dassel  be,  and  he  hereby  is,  authorized  to 
purchase  the  same  upon  tbe  following  condition  and  not 
otherwise,  to  wit: 

The  consideration  of  $2,425  given  in  exchange  for  the  prop- 
erty herein  authorized  to  be  transferred  shall  not  be  taken 
before  this  Commission,  or  any  other  public  body,  as  repre- 
senting for  rate-fixing  or  other  purposes,  the  value  of  the 
property  to  he  transferred, 

/(  is  further  ordered,  Tliat  on  and  after  May  1,  1913,  the 
toll  revenues  shall  be  so  divided  between  Tbe  Pacific  Tele- 
phone and  Telegrapli  Company  and  the  local  company  at 
Morgan  Hill  that  the  local  company  shall  receive  thirty  per 
cent.  (30%)  on  originating  tolls,  or  the  equivalent  thereof 
in  payments  divided  on  the  originating  and  incoming  busi- 
ness. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
ordered  filed  as  the  opinion  and  order  of  the  Railroad  Com- 
mission. 

Dated  at  San  Francisco,  California,  this  thirtieth  day  of 
April.  1913. 
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QuiNCi  Chamber  op  Commerce  vs.  The  Western  Union 
Telegraph  Company. 

Case  No.  378— Decision  No.  702. 
Decided  June  5,  1913. 

EBtablishmcnt  of  Telegraph  Office — Innifficient  Revenue— Improvement 
of  Joint  Telephonic  and  Tel^raphic  Service. 

Complaint  of  the  Quincy  Chamber  of  Commerce  against  the  telegraph 
service  of  The  Western  Union  Telegraph  Company  at  Quincy. 

Held,  That  while  defendant  should  not  be  required  to  maintain  an  in- 
dependent agency  at  Quincy,  defendant  is  required  to  install  sound-proof 
telephone  booth  and  otherwise  improve  telephone  line  from  Quincy  to 
Marston. 

Appearances  ; 
J.  D.  McLaughlin,  for  complainant. 
Beverly  L.  Ifodghead,  for  defendant. 

REPORT. 

Eshleman  and  Loveland^  Commissioners: 

On  March  2l8t,  the  complaint  in  this  case  was  filed,  wherein 
it  was  alleged  that  the  defendant  lias  no  office  in  the  town 
of  Quincj,  and  that  said  town  has  no  telegraphic  communi- 
catiou  with  the  outside  world,  except  over  the  line  of  the 
California  and  Oregon  Telegraph  Company  by  way  of  Susan- 
ville  and  Reno,  thus  subjecting  the  people  of  Quincy  to  a 
double  toll  over  the  said  California  and  Oregon  Telegraph 
Company  to  Keno  and  thence  over  the  Western  Union. 

The  defendant  maintains  a  telegraph  line  along  the  line 
of  the  Western  Pacific  passing  through  Marston,  which  is  in 
the  neighborhood  of  four  miles  from  Quincy,  and  the  com- 
plainant demands  that  an  office  be  established  in  Quincy  by 
the  defendant,  and  that  a  line  be  constructed  thence  to 
Marston  to  connect  with  the  main  transcontinental  line  of 
the  defendant. 

Subsequent  to  the  filing  of  the  complaint  the  defendant 
arranged  with  the  Qnincy  Western  Railway  Company  to  tele- 
phone messages  from  Qnincy  to  Marston  over  the  telephone 
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line  of  said  (juiucy  Western  Kailway  Company,  and  tiie  mes- 
sages are  sent  thence  by  telegrapli  to  tbeir  destination.  The 
complainant  attacks  this  service  as  being  inadequate  for 
the  reason  that  the  telephone  line  used  by  the  defendant  ia 
inefficient  and  subject  to  interference  by  farmer  line  tele- 
phones in  the  vicinity  of  Quincy ;  and  furthermore,  that  the 
messages  are  telephoned  from  the  Quincy  office  to  the  Quincy 
Western  Railway  Company  in  an  open  room  and  that  no 
privacy  is  maintained.  The  Western  Union  admits  the  de- 
ficiency complained  of  and  agrees  to  put  in  a  sound-proof 
booth  at  Quincy,  and  likewise,  in  conjunction  with  the 
Quincy  Western  Railway  Company,  to  reconstruct  the  tele- 
phone line  from  Quincy  to  Marston.  This  company  objects, 
however,  to  maintaining  an  office  in  Quincy  other  than  in 
conjunction  with  the  Quincy  Western  Railway  Company  be- 
cause of  the  fact  that  the  returns  from  this  office  are  not 
sufficient  to  pay  for  an  independent  agent.  The  testimony 
shows  that  the  defendant  secures  out  of  messages  sent  from 
Reno,  as  its  division  of  the  rate  over  the  California  and  Ore- 
gon Telegraph  Company's  line  and  its  own,  the  same  amount 
as  it  would  receive  for  the  same  message  if  delivered  to  it  at 
Marston,  and  ou  this  basis  during  the  last  year  the  average 
monthly  revenue  from  the  Quincy  office  is  in  the  neighbor- 
hood of  f32. 

We  do  not  believe  that  under  the  facts  disclosed  at  the 
hearing  the  defendant  should  be  required  to  maintain  an  in- 
dependent telegraphic  agency  at  the  town  of  Quincy,  but  we 
are  of  the  opinion  that  the  service  now  rendered  is  inadequate 
and  should  be  improved.  If  the  sound-proof  booth  is  placed 
in  the  station  of  the  Quincy  Western  Railway  Company  and 
all  messages  telephoned  from  said  sound-proof  booth  and  t-he 
telephone  line  from  Quincy  to  Marston  ia  reconstructed  so 
as  to  make  efficient  telegraphic  communication  possible,  ^re 
believe  that  all  will  have  been  done  by  the  defendant  that  in 
justice  it  should  be  required  to  do  under  present  conditions. 

As  a  result  of  this  investigation  and  the  work  done  by  the 
Commission's  telephone  expert,  the  people  of  Quincy  will 
enjoy  a  rate  just  fifty  per  cent  of  the  rate  which  they  have 
heretofore  paid,  and  we  are  satisfied  also  that  the  service  will 
be  much  improved. 
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We  do  not  meaD  to  be  understood  aa  lioldlng  that  everj 
office  of  the  telegraph  company  should  be  aelf-supportlug. 
There  may  be  cases  when  the  Commission  would  be  justified 
in  requiring  tbe  telegraph  compaay  to  maintain  an  office 
even  though  the  office  were  conducted  at  a  loss.  But,  as  has 
already  been  said,  the  circumstances  in  this  case  do  not,  in 
our  opinion,  warrant  any  lurther  relief  than  that  which  the 
telegraph  company  voluntarily  offers  to  give. 

We  do  not  consider  that  a  formal  order  is  at  this  time 
necessary,  but  we  recommend  that  the  defendant  malte  the 
improvements  it  has  offered  to  make,  and  that  after  said  im- 
provements have  been  made  that  an  inspection  be  made  by 
the  Commission,  and  if  aucb  improvements  are  found  ade- 
quate and  satisfactory,  that  tbe  complaint  be  dismissed,  but 
if  not,  that  an  order  be  entered  requiring  such  improvements 
in  addition  to  t^ose  voluntarily  made  as  the  Commisston  shall 
find  necessary,  and  that  in  the  meantime  the  case  be  held 
open,  and  it  is  so  ordered. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
ordered  filed  as  tbe  opinion  and  ord^r  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  fifth  day  of  June, 
1913. 


In  the  Mattbb  op  the  Application  of  The  Pacific  Tele- 
phone AND  Telegraph  Company  foe  Pebmission  to 
WrrHDBAW  PKOM  Cbbtain  Tebeitoey.  and  J.  H.  Evans 
to  conotbuct,  opebatb  and  maintain  a  telephone 
System  in  Said  Tbbbitobt. 

Application  No.  434 — Decision  No.  706. 
Decided  June  6,  1913. 

Certificate  of  Public  ConTenicitce  and  Ncceoeity — Division  of  Territory — 
Diaconnt  for  Prompt  PaymeDt— Division  of  Interline  Toll  Revenue. 

Application  of  J.  H.  Evans  to  exercise  rights  under  a  proposed  telephone 
franchise  in  certain  specified  territory  in  Stanislaus  County  now  partly 
served  by  The  Pacific  Telephone  and  Telegraph  Company  and  of  The 
Padfic  Telephone  and  Telegraph  Company  to  withdraw  from  same. 
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Held:  Applicatiixi  granted.  Appliouit  shall  pnt  in  effect  schedules  of 
lates  prescribed  in  this  Gnnjnissioo's  order.  Applicant  shall  receive  from 
The  Pacific  Telephone  and  Telegraph  G>mpany  30  per  cenL  of  originating 
tolls  or  the  equivalent  thereof  in  payments  divided  on  originating  and 
incoming  buancss. 

APPEABANGBS: 

J.  H.  Evant,  represeotiog  Evans  Telephone  Compan.r. 

H.  A,  Johnson,  representing  The  Pacific  Telephone  and 
Telegraph  Company. 

REPORT. 

Gordon,  Vommissioner: 

In  this  proceeding,  J.  H.  Evsns  makes  application  Dnder 
the  provisions  of  Section  50c  of  the  Public  Utilities  Act  for 
an  order  of  this  Commission  declaring  that  this  Commission 
will  hereafter,  upon  application,  issue  a  certificate  declaring 
that  public  convenience  and  necessity  require  the  exercise 
bj  J.  H.  Evans  of  the  rights  and  privileges  contained  in  a 
franchise  which  J.  H.  Evans  contemplates  securing  from  the 
Board  of  Supervisors  of  Stanislaus  County,  California,  which 
franchise,  however,  has  not  yet  been  granted. 

J.  H.  Evans,  at  present,  operates  a  telephone  system  at 
Patterson,  Stanislaus  County,  California.  He  now  desires 
to  make  extensions  in  his  system  into  certain  specified  terri- 
tory in  the  neighborhood  of  Patterson.  The  territory  is  more 
specifically  described  as  follows: 

''That  part  of  Stanislaus  County,  California,  described  by  a  line  beginning 
at  the  northeast  comer  of  section  1,  T.  5  S.,  R.  8  E.;  thence  ninning  west 
to  the  west  bank  of  the  San  Joaquin  River;  thence  following  said  river 
bank  in  a  northwesterly  direction  to  the  junction  of  El  Puerto  Creek;  thence' 
following  said  creek  in  a  southwesterly  direction  to  the  north  line  of 
section  14,  T.  5  S.,  R.  7  E. ;  thence  west  to  the  northwest  comer  of  section 
IS;  thence  south  five  miles;  thence  east  to  the  southeast  comer  of  section 
1,  T.  6  S.,  R,  8  E. ;  thence  north  to  the  point  of  beginning." 

The  Pacific  Telephone  and  Telegraph  Company  is  now 
serving  a  portion  of  the  territory  which  J.  H.  Evans  desires 
to  enter.  The  Pacific  Telephone  and  Telegraph  Company, 
however,  has  joined  in  the  application  in  this  proceeding  and 
has  expresse<l  an  entire  willingness  that  J.  H.  Evans  serve 
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this  specified  territory.  I  believe  tliat  if  J.  H.  Evans  is  per- 
mitted to  enter  tliis  territory  tlie  interests  of  the  public  will 
be  subserved,  and  I,  tlierefore,  recommend  tbat  the  Commis- 
sion make  an  order  preliminary  to  tbe  granting  of  the  fran- 
chise, in  accordance  with  the  provisions  of  section  50c  of  the 
Public  Utilities  Act 

I  desire,  however,  to  call  attention  to  two  matters  which 
are  involved  in  this  proceeding.  J.  H.  Evans  has  submitted 
to  the  Commission  for  its  approval  the  schedule  of  rates 
which  he  intends  to  put  into  efEect  in  the  territory  which,  if 
this  application  is  granted,  lie  will  be  permitted  to  serve. 
The  following  provision  is  contained  in  this  schedule  of  rates ; 

"Rates  are  monthly  and  payable  in  advance,  and  twenty-five  cents  dis- 
count will  be  allowed  on  all  rental  bills  (except  for  farmer  service  and 
mileage  rates)  if  paid  on  or  before  the  sixth  day  of  the  current  month." 

The  rates  involved  in  this  clause  are  as  follows: 

WAU,  PORTABLE 

One  business    flat    $2.7S  $2.75 

One  residence  fiat   2.25  2.25 

Four  residence  flat    1.75  2.00 

Extension  set    1.2S  1.2S 

At  the  hearing  upon  this  application,  J.  H.  Evans  indicated 
that  he  did  not  regard  this  twenty-five  cents  discount  on  the 
prompt  payment  of  bills  as  a  rate,  nor  that  it  was  based  upon 
any  legitimate  operating  expense.  He  testified  that  he  had 
no  collectors  at  present  and  did  not  contemplate  having  any 
in  the  future.  This  twenty-five  cents  discount  is  arbitrary 
and  would  amount  to  a  considerable  increase  in  revenue  if 
the  consumers  failed  to  pay  before  the  date  specified.  While 
I  do  not  think  this  practice  should  be  entirely  condemned,  it 
should  be  used  merely  to  enforce  prompt  payment  of  bills, 
thereby  saving  operating  expenses  in  the  collection  of  such 
bills,  but  in  no  event  should  the  discount  be  so  large  that  it 
can  be  used  as  a  revenue-producing  device.  I  believe  also 
that  when  this  practice  is  permitted  it  should  not  take  the 
form  of  a  discount  of  the  bill,  but  should-  take  tbe  form  of 
aa  additional  charge  for  tbe  non-payment  of  the  bill  by  a 
certain  time. 

I  recommend  that  the  rate  schedule  submitted  by  J.  H. 
Evans  be  so  that  each  rate  shall  appear  twenty-five  cents  less 
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than  as  submitted  in  the  schedule,  and  also  that  J.  H.  Evans 
be  permitted  to  make  an  additional  charge  upon  all  bills 
which  are  not  paid  by  the  teutli  day  of  each  current  month, 
such  additional  charge  to  be  10  per  cent.  (10%)  of  the  amount 
of  the  bill  for  the  current  month.    " 

I  wish  to  call  attention  also  to  the  fact  that  the  connecting 
agreement  now  in  effect  between  J.  H.  Evans  and  The  Pacific 
Telephone  and  Telegraph  Company  should  be  amended  bo 
as  to  provide  that  in  the  division  of  toll  revenues  between  the 
long  distance  company  and  the  local  company  the  local  com- 
pany shall  receive  thirty  per  cent.  (30%)  of  orifpnating 
tolls,  or  the  equivalent  thereof  in  payments  divided  on  origi- 
nating and  incoming  business. 

I  recommend  that  the  application  be  granted  and  submit 
herewith  the  following  form  of  order: 

ORDER. 

J.  H.  Evans  having  applied,  under  the  provisions  of  Sec- 
tion 50c  of  the  Public  Utilities  Act,  for  an  order  preliminary 
to  the  issuance  of  a  certificate  declaring  that  public  conveni- 
ence and  necessity  require  the  exercise  of  rights  and  privi- 
leges contained  in  a  francliise  to  be  secured  from  the  board 
of  supervisors  of  Stanislaus  County^  California,  and  grant- 
ing to  said  J.  H.  Evans  the  right  to  operate  a  telephone  sys- 
tem in  a  certain  specified  portion  of  Stanislaus  County  set 
fortli  in  the  foregoing  opinion,  and  The  Pacific  Telephone 
and  Telegraph  Company,  which  is  now  serving  said  territory, 
having  expressed  entire  willingness  that  the  application  in 
tliis  proceeding  be  granted,  and  a  public  hearing  having  been 
held  upon  this  applicaUon, 

/(  is  hereby  ordered,  That  this  Commission  will,  upon  ap- 
plication, under  sucli  rules  and  regulations  as  it  may  pre- 
scribe, issue  a  certificate  declaring  that  public  convenience 
and  necessity  require  the  exercise  by  J.  H.  Evans  in  that 
portion  of  Stanislaus  County  specified  in  the  foregoing 
opinion  of  the  rights  and  privileges  contained  in  a  franchise 
applied  for  but  not  yet  secured  from  the  board  of  supervisors 
of  Stanislaus  County. 
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/(  is  further  ordered,  Tbat  on  and  after  July  1,  1913,  J.  H. 
Ev^ns  shall  put  into  effect  in  tlie  territory  covered  by  this 
application  the  following  rates : 

WALL  PORTABLE 

One  business  flat  $2.50  $2.50 

One  residence  flat    2.00  ZOO 

Four  residence  flat    T 1.50  1.75 

Extension  set   1.00  1.00 

and  the  following  regulation: 

"Rates  are  monthly  and  payable  in  advance,  and  an  additional  charge 
amounting  to  ten  per  cent.  (10%)  of  the  bill  for  any  current  month  shall 
be  collected  upon  all  bills  which  are  not  paid  by  the  tenth  day  of  the  current 


/(  M  furtlier  ordered,  That  on  and  after  July  1,  1913,  the 
toll  revenues  shall  be  so  divided  between  The  Pacific  Tele- 
phone and  Telegraph  Company  and  J.  H.  Evans,  operating 
the  local  system  at  Patterson  and  vicinity,  tbat  the  local  sys- 
tem shall  receiv.e  thirty  per  cent.  (30%)  on  originating  tolls, 
or  the  equivalent  thereof  in  payments  divided  on  originating 
and  incoming  business. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
ordered  filed  as  the  opinion  and  order  of  the  Railroad  Com- 
mission. 

Datwl  at  San  Francisco,  California,  this  sixth  day  of  June, 
1913. 


In  tub  Matter  of  Physical  Connection  between  The 
Pacific  Telephone  and  Telegraph  Company  and  the 
Home  Telephone  Company  in  the  City  op  Chula 
Vista, 

I.-C.  No.  1499. 

Dated  June  14,  19J3. 

Phytical  Connection  for  Interchange  of  Local  Ueuagea — ^Juiisdiction  of 
CommiHion — Elimination  of  Duplication  of  Facilitiea. 

Upon  inquiry  by  the  Chula  Vista  Improvement  Club  as  to  the  possibility 
of  securing  physical  connection  between  the  lines  of  The  Pacific  Telephone 
and  Telegraph  Company  and  those  of  the  Home  Telephone  Company  in  the 
City  of  Chula  Vista, 
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Held:  That  the.  Commission  has  no  power  under  the  Public  Utilities  Act 
to  compel  physical  connection  between  two  compapjes  where  the  purpose  of 
the  connection  is  primarily  to  secure  the  interchange  of  local  messages  be- 
tween points  within  the  same  city  or  county.* 

AVii  desire  to  acknowledge  receipt  of  yours  of  the  seveutb 
instaut  in  the  matter  of  tbe  service  maintained  by  Tlie 
Paeilic  Telephone  and  Telegraph  Company  and  the  Home 
Telephone  Company  in  the  City  of  Chula  Vista  and  of  the 
[jossibility  of  securing  a  connection  between  tbe  lines  of  these 
companies,  so  that  residents  of  Cliula  Vista  using  the  tele- 
phone of  one  company  may  converse  with  other  residents  of 
the  city  using  a  telephone  of  the  other  company. 

In  reply  we  would  say  that,  under  the  provisions  of  Section 
40  of  the  Public  Utilities  Act,  this  is  not  a  case  in  wliicli 
this  Commission  has  the  power  to  compel  a  physical  conueo- 
tiou  between  the  lines  of  the  two  companies,  for  the  reason 
that  under  said  Section  this  Commission  is  given  no  power 
to  act  where  the  purpose  of  tbe  connection  is  primarily  to 
secure  tbe  transmission  of  local  messages  or  conversations 
between  points  within  the  same  city  and  county  or  city  or 
town.  Tbe  object  of  the  connection  in  your  case  would  l)e, 
primarily,  to  secure  the  transmission  of  local  messages  y)e- 
tweeu  points  within  the  City  of  Cliula  Vista. 

While  this  Commission  has  no  authority  to  compel  the 
connection  in  this  case,  we  would  suggest,  if  you  desire  to 
pursue  the  matter  further,  that  you  take  up  with  the  tele- 
phone companies  tbe  question  either  of  a  voluntary  installa- 
tion of  a  connection  between  their  lines,  or  of  a  proposition 
by  which  the  one  company  should  sell  its  plant  to  the  other. 
In  quite  a  number  of  cases  in  tliis  State  the  duplication  of 
telephones  is  being  done  away  with  by  one  or  the  other  of 
tbe  two  plans  to  which  we  have  referred.f 

^Editor's  headnote. 

flnformal  ruling  contained  in  a  letter  of  the  CommisNon,  dated  June  14, 
1913,  addressed  to  W,  R.  Edwards,  Setretary,  Chula  Vista  Improvement 
Club,  and  issued  over  the  signature  of  the  Secretary  of  the  Commission. 
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In  the  Matter  of  the  Application  of  the  Home  Tele- 
phone AND  TeLEGEAPH  COMPANY  FOE  A  CBBTIFICATE  DE- 
CLAELVG  THAT  PUBLIC  CONVENIENCE  AND  NECESSITY  RE- 
QUIRE THE  Exercise  of  Rights  and  Pbivilbges  Granted 
TO  Appucant  by  the  City  of  South  Pasadena  in  Or- 
dinance No.  382. 

Apijlkation  No.  610 — Decision  No.  734. 
Decided  June  20, 1913. 

Certificate  of  Pablic  Convenience  and  HeceBntjr. 

REPORT. 

Home  Telephone  and  Telegraph  Company  having  applied 
to  this  CommiBsion  for  a  certi&cate  declaring  that  public 
fonvenience  and  necessity  require  the  exercise  of  the  rights 
and  privileges  granted  to  applicant  by  the  City  of  South 
Pasadena  in  Ordinance  No.  382,  adopted  May  26,  1913,  by 
which  ordinance  applicant  is  given  the  right  to  construct  and 
maintain  a  telephone  and  telegraph  system  along  the  public 
streets  of  the  City  of  South  Pasadena; 

And  The  Pacific  Telephone  and  Telegraph  Company,  which 
is  the  only  other  utility  of  like  character  operating  at  South 
Pasadena,  having  informed  the  Commission  that  it  did  not 
desire  to  protest  the  granting  of  this  application ; 

And  it  appearing  to  the  Commission,  therefore,  that  this  is 
not  a  case  in  which  a  public  hearing  is  necessary,  and  that 
public  convenience  would  be  subserved  by  the  granting  of  the 
application, 

It  is  hereby  ordered,  That  public  convenience  and  necessity 
retiiiire  the  exercise  by  the  Home  Telephone  and  Telegraph 
Company  of  the  rights  and  privileges  granted  to  it  by  Ordi- 
nance No.  382  of  the  City  of  South  Pasadena,  California, 
adopted  May  26,  1913. 

By  order  of  the  Railroad  Commission. 

Dated  at  San  Francisco,  California,  this  twentieth  day  of 
June,  1913.  * 


5dbyG00gIC 


LOS  ANGELES,  CALIFORNIA. 
Board  of  Public  Utilities. 
Rate  Resolution  No.  9. 

Doled  May  i6,  igij. 

A  Resolution  op  the  Buaru  of  Publhj  Utilttibs  of  the 
City  of  Los  Angeles  Fixing  the  Rates  to  be  Charged 
AND  Collected  foe  Telephones,  Telephone  Service 
and  tbi.eph0ne  connections  in  the  clty  of  los  an- 
geles during  the  year  commencing  july  1,  1913,  and 
Ending  June  30, 1914. 

He  it  rexohed  and  ordered  hy  the  Hoard  of  Pitb/ic't'tilUies 
of  the  Vitjf  of  Los  Anffctes  as  fo/lows: 

Section  1:  That  the  rates  to  he  cliarftwd  and  collected  for 
telepliunes,  telephone  service  and  telephooe  connections  in  the 
City  of  Los  Angeles  furnished  to  the  Ci^  of  Ix)8  Angeles,  or 
to  the  inhahitants  thereof,  in  that  portion  of  the  City  of  Los 
Angeles  lying  north  of  the  center  line  of  Manchester  Avenue, 
by  The  Pacific  Telephone  and  Telegraph  Company,  a  corpora- 
tion, and  by  the  Home  Telephone  and  Telegraph  Company, 
a  corporation,  for  the  year  commencing  July  1,  1913,  and 
ending  June  30,  1914  (except  as  provided  in  Sections  2,  3, 
4  and  5  of  this  resolution),  are  hereby  fixed  as  follows: 

1.  For  each  telephone  installed  and  maintained  in  any 
business  office  or  premises,  connected  with  the  central  ex- 
change by  an  independent  or  individual  circuit,  with  unlim- 
ited service,  |5.25  per  month. 

2.  For  each  telephone  installed  and  maintained  in  any 
business  office  or  premises,  connected  with  the  Central  ex- 
change by  a  two-par(y  line  circuit,  with  unlimited  service, 
$3.75  per  month. 

3.  For  each  telephone  installed  and  maintained  in  any 
business  office  or  premises,  connected  with  the  central  ex- 


:v  Google 


In  be  Bates  in  Los  Anoeus.  315 

change  ity  a  four-party  line  circuit,  with  unlimited  service, 
fS.OO  per  month. 

4.  For  each  sending  telephone  or  sending  trunk  line  in- 
stalled and  maintained  in  any  bxisiness  office  or  premises, 
connected  with  the  central  exchange  by  an  independent  or 
individual  circuit,  with  unlimited  service,  ^5.00  per  month. 
For  the  purpose  of  this  resolution  a  sending  telephone  or 
sending  trunk  line  is  defined  to  be  one  from  which  connection 
may  be  obtained  with  the  central  exchange,  and  through  such 
exchange  with  other  telephones,  and  which  cannot  be  called 
by  the  central  exchange  for  the  purpose  of  communication 
with  other  telephones. 

5.  For  each  receiving  telephone  or  receiving  trunk  line 
installed  and  maintained  in  any  business  office  or  premises, 
connected  with  the  central  exchange  by  an  independent  or 
individual  circuit,  with  unlimited  service,  |3.00  per  month. 
For  the  purposes  of  this  resolution  a  receiving  telephone  or 
receiving  trunk  line  is  defined  to  be  one  from  which  connec- 
tion cannot  be  obtained  with  the  central  exchange  unless 
such  telephone  is  called  by  such  central  exchange. 

6.  For  each  telephone  installed  and  maintained  in  any 
house  or  place  other  than  a.  business  office  or  premises,  con 
nected  with  the  central  exchange  by  an  independent  or  in- 
dividual circuit  with  unlimited  service,  |2.^  per  month. 

7.  For  each  telephone  installed  and  maintained  in  any 
house  or  place  other  than  a  business  office  or  premises,  con- 
nected with  the  central  exchange  by  a  two-party  line  circuit, 
with  unlimited  service,  }2.00  per  month. 

8.  For  each  telephone  installed  and  maintained  in  any 
house  or  place  other  than  a  business  office  or  premises,  con- 
nected with  the  central  exchange  by  a  four-party  line  circuit, 
with  unlimited  service,  |1.50  per  month. 

9.  For  each  suburban  telephone  installed  and  maintained 
in  any  business  office  or  premises,  or  in  any  residence,  liouse 
or  placed  connected  with  the  central  exchange  by  a  party  ' 
line  circuit  having  not  over*  four  stations,  with  unlimited 
service,  f2.50  per  month.    For  the  purpose  of  tliis  resolution 

a  suburban  telephone  is  defined  to  be  a  telephone  on  a  party 
line  circuit  having  four  or  less  telephones  and  located  within 
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the  city  limits  of  Los  Angeles  and  between  tbe  center  line  of 
Manchester  Avenae  on  the  north  of  Ballona  Avenue  (Howard 
Townsite)  on  the  south. 

10.  For  each  telephone  installed  and  maintained  in  anj 
business  oflBce  or  premises,  connected  with  tbe  central  ex- 
change by  an  independent  or  individual  circuit,  with  servicp 
limited  to  one  hundred  calls  per  month,  |5.00  per  moiitli, 
and  two  cents  additional  for  each  call  in  excess  of  one  bun- 
dred  in  any  month. 

11.  For  each  telephone  installed  and  maintained  in  any 
business  office  or  premises,  connected  with  the  centra!  ex- 
cliange  by  an  independent  or  individual  circuit,  with  service 
limited  to  sixty  calls  per  month,  4^4.00  per  month ;  and  three 
cents  additional  for  each  call  in  excess  of  sixty  in  any  montli. 

12.  For  each  telephone  installed  and  maintained  in  anj 
bouse  or  place  other  tJian  a  business  office  or  premises,  con- 
nected with  the  central  exchange  by  an  independent  or  in- 
dividual circuit,  with  service  limited  to  fifty  calls  per  montli. 
(2.00  per  mouth ;  and  two  cents  additional  for  each  call  in 
excess  of  fifty  in  any  month. 

13.  For  eacb  tclcphoiie  provided  with  a  coin  or  nickel-in- 
slut  prepayment  device,  installed  and  maintained  in  anv 
business  office  or  premises,  or  public  place  and  connectetl 
with  the  central  exchange  by  an  independent  or  individuol 
circuit,  with  service  limited  to  three  calls  [nsr  day,  fiflwi 
cents  per  day;  and  five  cents  additional  for  each  call  in  ci- 
cess  of  three  in  any  day. 

Of  the  five  cents  additional  titr  each  call  in  excess  of  tiif 
three  in  any  day,  the  telephone  company  shall  retain  thm- 
cents,  and  the  firm,  corporation  or  person  subscribing  to  tlio 
service,  two  cents. 

14.  For  eai^b  extension  telephone,  |1.00  per  month. 

15.  For  each  extension  l>ell,  twenty-five  cents  per  raontti- 

16.  For  each  private  branch  exchange  switchboard  located 
in  any  business  office  or  premises,  with  unlimited  service. 
Jl.flO  per  mouth;  for  two-way  trunk  lines  connecting  such 
private  branch  exchange  switchboard  with  the  central  ei- 
change,  with  unlimited  service,  f  8.00  per  month  for  one  Irank 
line  and  $6.00  per  month  for  each  additional  trunk  line;  for 
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each  telephone  station  in  such  private  exchange,  fl.OO  per 
autaOt. 

For  each  private  brancli  exchange  switchboard  located 
in  any  hotel,  apartment  house  or  lodging  house,  with  nnlim- 
it«d  flerrice,  f  1.00  per  month ;  for  two-way  trunk  lines  con- 
necting such  private  branch  exchange  switchboard  with  the 
central  exchange,  with  unlimited  service,  f5.00  per  month 
for  one  trunk  line  and  |4.00  per  month  for  each  additional 
trunk  line;  for  each  wall  telephone  station  located  in  any 
room  maintained  for  the  accommodation  of  a  guest  or  guests 
and  connected  with  any  such  private  branch  exchange  in  any 
such  hotel,  apartment  house  or  lodging  house,  thirty-five 
cents  per  month. 

For  the  purpose  of  this  resolution  a  private  branch  ex- 
change is  defined  to  be  a  private  telephone  system  with  a 
switchboard  for  connecting  the  individual  private  telephone 
lines  with  each  other  or  with  the  central  exchange,  but  where- 
in the  private  telephone  stations  are  not  provided  with  in- 
dividual facilities  for  establishing  connections  with  each 
olber  or  with  the  central  exchange. 

17.  Pop  two-way  unlimited  service  trunk  lines  connect- 
ing an  intercommunicating  system,  located  in  any  business 
office  or  premises  with  the  central  exchange,  |8.00  per  month 
for  one  trunk  line  and  |6.00  per  month  for  each,  additional 
trunk  line;  for  each  telephone  station,  including  the  receiv- 
ing station,  in  such  intercommunicating  system,  with  un- 
limited service,  $1.25  per  month. 

For  the  purposes  of  this  resolution  an  intercommunicating 
system  is  defined  to  be  a  private  telephone  system  wherein 
each  station  is  provided  with  individual  facilities  for  estab- 
,  lishiag  connections  with  the  trunk  lines  leading  to  the  cen- 
tral exchange  and  with  the  individual  lines  of  the  other  sta- 
tiomi  in  the  same  private  telephone  system. 

18.  For  each  two-way  unlimited  service  trunk  line  con- 
necting an  intercommunicating  system',  located  in  any  house 
or  place,  other  than  a  business  office  or  premises,  with  the 
central  exchange,  including  the  receiving  station,  f  4.00  per 
month ;  for  each  telephone  station,  other  than  the  receiving 
station,  in  such  intercommunicating  system,  with  unlimited 
service^  seventy-five  cents  per  month. 
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19.  For  each  private  branch  exchange  switchboard,  lo- 
cated in  a  business  office  or  premises,  with  limited  service, 
fl.OO  per  month;  for  each  two-way  trunk  line  connecting 
such  private  branch  exchange  switchboard  with  the  central 
exchange,  with  service  limited  to  one  hundred  calls  for  eacli 
trunk  per  mootli,  f4.0U  per  month,  and  two  cents  additional 
for  each  call  in  excess  of  one  hundred  calls  per  trunk  per 
month ;  for  each  teleptione  in  such  limited  service  private 
branch  exchange,  seventy-five  cents  per  month. 

20.  For  each  private  branch  exchange  switchboard,  lo- 
cated in  any  hotel,  apartment  house  or  lodging  house,  for 
the  accommodation  of  guests,  with  limited  service,  |1.00  per 
month ;  for  each  two-way  trunk  line  connecting  such  private 
branch  exchange  swkchboard  with  the  central  exchange,  with 
service  limited  to  one  hundred  calls  for  each  trunk  per  montJi, 
f4,00  per  month,  and  two  and  one-half  cents  additional  for 
eacli  call  in  excess  of  one  hundred  calls  per  trunk  per  month; 
for  each  wall  telephone  station  in  such  limited  service  private 
branch  exchange,  tliirty-five  cents  per  month. 

21.  For  each  two-way  trunk  line  connecting  an  intercom- 
municating system,  located  in  any  business  office  or  premises 
with  the  central  exchange,  with  service  limited  to  one  hun- 
dred calls  per  trunk  per  month,  |4.00  per  month,  and  two 
cents  additional  for  each  call  in  excess  of  one  hundred  calls 
per  trunk  per  month ;  for  each  telephone,  including  the  re- 
ceiving station,  in  such  limited  service  intercommunicatin)! 
system,  |1.00  per  month. 

22.  Where  the  owner  or  proprietor  of  any  hotel,  apart- 
ment house  or  lodging  house  shall  enter  into  a  contract  for 
ten  or  more  unlimited  service  telephones  connected  with  the 
central  exchange  by  independent  or  individual  circuits,  as 
provided  for  in  paragraph  6  of  this  section,  and  for  use  in 
the  respective  rooms  or  apartments  in  such  hotel,  apartment 
house  or  lodging  house,  the  rate  shall  be  |2.00  per  telephone 
per  month ;  or  where  such  a  contract  is  made  for  ten  or  more 
unlimited  service  telephones  connected  with  the  central  es- 
change  by  two-party  line  circuits,  as  provided  for  in  para- 
graph 7  of  this  section,  and  for  use  in  the  respective  rooms 
or  apartments  in  such  hotel,  apartment  house  or  lodging 
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honse,  the  rate  shall  be  91.50  per  telephoQe  per  month.  When 
special  facilities  are  provided  in  connection  with  ten  or  more 
snch  ooe-partj  or  two-party  telephones  in  an;  such  hotel, 
apartment  house  or  lodging  house,  whereby  direct  telephone 
commnmcation  may  be  had  between  the  various  rooms  or 
apartments  and  the  entrance  or  janitor's  quarters  of  such 
hotel,  apartment  house  or  lodging  house,  an  additional 
charge  of  25  cents  per  telephone  per  month  shall  be  made. 

23.  Unless  otherwise  in  this  section  specifically  provided, 
the  rates  fixed  by  this  section  shall  apply  to  wall  telephones; 
provided  that  an  additional  charge  of  fifty  cents  per  month 
shall  be  made  for  each  portable  telephone  installed  and  main- 
tained in  any  basiness  office  or  premises,  and  an  additional 
charge  of  twenty-five  cents  per  month  shall  be  made  for  each 
portable  telephone  installed  and  maintained  in  any  house  or 
place  other  than  a  business  office  or  premises ;  and  provided 
farther  that  such  additional  charge  for  portable  telephones 
shall  not  apply  to  extension  telephones  oi'  telephone  stations 
on  private  branch  exchanges ; 

Section  2:  That  the  rates  to  be  charged  and  collected 
for  telephones,  telephone  service  and  telephone  connections 
in  the  City  of  Los  Angeles,  furnished  by  the  San  Pedro  Home 
Telephone  Company,  a  corporation,  to  the  City  of  Los  Ange- 
les, or  to  the  inhabitants  thereof,  for  the  year  commencing 
Jnly  1,  1913,  and  ending  June  30,  1914,  are  hereby  fixed  as 
follows : 

For  each  telephone  installed  and  maintained  in  any  busi- 
ness office  or  premises,  connected  with  the  central  exchange 
by  an  independent  or  individual  circuit,  with  unlimited  serv- 
ice, f2.50  per  month ;  for  each  telephone  installed  and  main- 
tained in  any  business  office  or  premises,  connected  with  the 
central  exchange  by  a  two-parlj'  line  circuit,  with  unlimited 
service,  |2.00  per  month;  for  each  telephone  installed  and 
maintained  in  any  business  office  or  premises  connected 
with  the  central  exchange  by  a  four-party  line  circuit, 
with  nnlimited  service,  fl.75  per  month;  for  each 
telephone  installed  ■  and  maintained  in  any  house  or  place 
other  than  a  business  office  or  premises,  connected  with  the 
central  exchange  by  an  independent  or  individnal  circuit, 


„^,lc 


320  Calii'orxia  Railuoad  Commission, 

with  uiilimitetl  service,  $1.50  per  month;  for  each  telephone 
iii8talle<l  and  maintained  in  any  house  or  plaee  other  than 
a  husineHs  offioe  or  premises,  connected  with  the  central  ex- 
change hy  a  four-party  line  circuit,  with  unlimited  service, 
11.35  per  month;  for  each  teleplione  installed  and  main- 
tained in  any  liouse  or  place  other  than  a  business  office  or 
premises,  connected  with  the  central  exchange  by  an  eight- 
party  line  circuit,  with  unlimited  service,  fl.OO  per  tnonth; 
for  each  extension  wall  telephone,  sixty  cents  per  month; 
for  each  extension  portable  telephone,  eighty-five  cents  per 
month.  The  rates  fixed  by  this  section  shall  apply  to  both 
wall  and  portable  telephones,  except  wlien  otherwise  in  this 
section  particularly  designated. 

Section  3.  That  the  rates  to  be  charged  and  collected,  for 
telephones,  telephone  service  and  telephone  connections  in 
the  City  of  Kos  Angeles,  furnished  by  The  Pacific  Telephone 
and  Telegraph  Company  to  the  City  of  Los  Angeles,  or  to 
tlie  inhabitants  thereof,  tlirough  the  exchange  maintained 
and  operatetl  by  said  company  in  that  portion  of  said  city 
formerly  included  within  the  corporate  limits  of  the  City  of 
San  Pedro  as  the  said  City  of  San  Pedro  existed  prior  to  tlie 
consolidation  of  tlie  cities  of  Los  Angeles  and  San  Pedro, 
for  the  year  commencing  July  1,  1913,  and  ending  June  30, 
1914,  are  hereby  fixed  as  follows : 

For  each  telephone  installed  and  maintained  in  any  busi- 
ness office  or  premises,  connected  with  the  central  exchange 
by  an  independent  or  individual  circuit,  with  unlimited  serv- 
ice, f2.50  per  month ;  for  each  telephone  installed  and  main- 
tained in  any  business  office  or  premises,  connected  with 
the  central  exchange  by  a  two-party  line  circuit,  with  un- 
limited service,  |2.00  per  month;  for  each  telephone  installed 
and  maintaine<l  in  any  house  or  place  other  than  a  business 
office  or  premiscK,  connected  with  the  central  exchange  by 
an  indRi>endpnt  or  individual  circuit,  with  unlimited  service, 
?2.00  per  month  ;  for  each  telephone  installed  and  maintained 
in  any  hou.'te  or  place  other  than  a  business  office  or  premises, 
connected  with  the  central  exchange  by  a  two-party  line  cir- 
cuit, witli  unlimited  sen-ice,  fl.50  per  month;  for  each  tele- 
phone installed  and  maintained  in  any  house  or  place  other 


.,Ci>oj^le 


In  be  Rates  in  Los  Angbi^es.  321 

than  a  buainess  office  or  premises,  connected  with  a  central 
exchange  by  a  fonr-party  line  circuit,  witli  unlimited  serv- 
ice, 11.25  per  month. 

For  each  extension  telephone,  either  wall  or  portable,  in- 
stalled and  maintained  in  any  business  office  or  premises, 
11.00  per  month ;  for  eac'j  extension  wall  telephone  installed 
and  maintained  in  any  bouse  or  place  otlier  than  a  business 
office  or  premises,  sixty  cents  per  month;  for  each  extension 
portable  telephone  Installed  and  maintained  in  any  house 
or  place,  other  than  a  business  office  or  premises,  eighty-five 
ceota  per  month. 

Section  4 :  That  the  rates  to  be  charged  and  collected  for 
telephones,,  telephone  service  and  telephone  connections  in 
the  City  of  Ix>s  Angeles  furnished  by  The  Pacific  Telephone 
aid  Telegraph  Company  to  the  City  of  Los  Angeles  or  to  tlie 
inhabitants  thereof,  through  the  exchange  maintained  and 
operated  by  said  company  in  that  portion  of  said  city  form- 
erly included  with  the  corporate  limits  of  the  City  of  Wil- 
mington as  the  said  City  of  Wilmington  existed  prior  to  the 
consolidation  of  the  cities  of  Los  Angeles  and  Wilmington, 
~  for  the  year  commencing  July  1,  1913,  and  ending  June  30, 
1914,  are  hereby  fixed  as  follows : 

For  each  telephone  installed  and  maintained  in  any  busi- 
ness office  or  premises,  connected  with  the  central  exchange 
by  an  independent  or  individual  circuit,  with  unlimited  serv- 
ice, f2.50  per  month;  for  each  telephone  installed  aud  inain- 
(aiiied  in  any  business  office  or  premises,  connected  with  the 
central  exchange  by  a  two-party  line  circuit,  with  unlimited 
service,  (2.00  per  month;  for  each  telephone  installed  and 
maintained  in  any  house  or  place  otlier  than  a  business  office 
or  premises,  connected  with  the  central  exchange  by  an  in- 
dependent or  individual  circuit,  with  unlimited  service,  ?2,00 
per  month;  for  each  telephone  installed  and  maintained  in 
any  house  or  place  other  than  a  business  office  or  premises, 
connected  with  the  central  exchange  by  a  two-party  line  cir- 
cuit, with  unlimited  service,  |1.50  per  month;  for  each  tele- 
phone installed  and  maintained  in  any  house  or  place  other 
than  a  business  office  or  premises,  connected  with  a  central 
exchange  by  a  four-party  line  circuit,  with  unlimited  serv- 
ice, $1.25  per  month.  |^- 
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For  each  exteDBion  telephone  either  wall  or  portable,  in- 
stalled and  maintained  in  an;  business  office  or  premises, 
|1.00  per  month ;  for  each  extension  wall  telephone  installed 
and  maintained  in  any  bouse  or  place  other  than  a  bosinesa 
office  or  premises,  sixty  cents  per  month;  for  each  extension 
portable  telephone  installed  and  maintained  in  any  house 
or  place,  other  than  a  business  office  or  premises,  eighty-five 
cents  per  month. 

Section  5 :  That  the  rates  to  be  charged  and  collected  for 
telephones,  telephone  service  and  telephone  connections  in 
the  City  of  Los  Angeles,  furnished  by  the  Consolidated  Util- 
ities Company  of  Compton  to  the  City  of  Los  Angeles  or  to 
the  inhabitants  thereof,  for  the  year  commencing  July  1, 
1913,  and  ending  June  30,  1914,  are  hereby  fixed  as  follows: 

For  each  telephone  installed  and  maintained  in  any  busi- 
ness office,  house  or  other  premises,  connected  with  the  cen- 
tral exchange  by  an  independent  or  individual  circuit,  with 
unlimited  service,  |2.50  per  month;  for  each  telephone  in- 
stalled and  maintained  in  any  business  office,  house  or  other 
premises,  connected  with  the  central  exchange  by  a  party 
line  circuit,  with  unlimited  service,  $1.50  per  month. 

Section  6 :  All  bills  shall  be  payable  in  advance.  A  pen- 
alty of  twenty-five  cents  shall  be  added  to  each  bill  which 
shall  remain  unpaid  at  the  end  of  tbe  month  to  which  it 
refers. 

Section  7:  It  shall  be  unlawful  for  any  person,  firm  or 
corporation  mentioned  in  this  resolution,  either  as  principal, 
agent,  employee  or  otherwise,  to  charge,  demand,  collect  or 
receive -any  rate  or  compensation  for  telephones,  telephone 
service  and  telephone  connections  supplied  during  the  year 
commencing  July  1,  1913,  and  ending  June  30,  1914,  to  the 
City  of  Los  Angeles  or  to  any  inhabitant  thereof  in  excess 
of  the  rate  fixed  by  this  resolution. 

Section  8:  It  shall  be  unlawful  for  any  person,  firm  or 
corporation  mentioned  in  this  resolution,  either  as  principal, 
agent,  employee  or  otherwise,  to  charge,  demand,  collect  or 
receive  any  rate  or  compensation  for  telephones,  telephone 
service  or  telephone  connections  supplied  during  the  year 
commencing  July  1,  1913,  and  ending  June  30,  1914,  to  the 
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City  of  TjOS  Angeles,  or  to  any  inhabitant  thereof,  lees  tban 
the  rate  fixed  by  this  resolution  unless  an  application 
for  a  reduction  in  such  rate  is  made  by  the  per- 
son, firm  or  corporation  so  supplying  such  telephones, 
telephone  service  or  telephone  connections,  and  the  consent 
of  the  Board  of  Public  Utilities  thereto  is  obtained,  in  the 
manner  hereinafter  provided.  Such  application  shall  be  in 
writing  and  shall  be  signed  by  the  person,  firm  or  corpora- 
tion making  the  same,  and  shall  be  filed  with  the  Board  of 
Public  Utilities,  and  shall  state  the  rate  desired  to  be  estab- 
lished. Said  application  shall  be  considered  by  said  Board 
of  Public  Utilities,  and  if  granted,  said  Board  shall  make  an 
order  which  shall  specify  the  changed  rate,  and  the  date  when 
the  same  shall  become  effective.  Said  order  shall  be  pub- 
lished for  five  (5)  days  in  a  daily  newspaper  printed,  pub- 
lished and  circulated  in  said  city  before  said  order  takes 
effect.  Upon  and  after  the  date  so  designated  in  such  order 
the  rate  stated  in  such  order,  made  by  said  Board  of 
Public  Utilities,  shall  be  the  only  lawful  rate  to  be 
charged,  demanded,  collected  or  received  by  the  per- 
son, firm  or  corporation  making  such  application,  and 
upon  and  after  such  date  it  shall  be  unlawful  for 
such  person,  firm  or  corporation,  or  for  any  agent  or  em- 
ployee of  such  person,  firm  or  corporation  to  charge,  demand, 
.collect  or  receive  any  rate  or  compensation  in  excess  of  the 
rate  so  designated  in  such  order;  provided,  however,  that 
such  rate  may  be  thereafter  increased  by  making  application 
for  such  increase  in  the  same  manner  as  herein  provided  for 
the  decrease  in  such  rates,  but  no  such  rate  shall  be  increased 
to  an  amount  in  excess  of  the  rate  established  by  this  resolu- 
tion. No  such  decrease  or  increase  of  any  rate  or  schedule 
of  rates  specified  in  this  resolution  shall  be  effected  with- 
out the  consent  in  writing  first  granted  by  the  Board  of  Pub- 
lic Utilities,  as  herein  provided,  and  no  order  of  the  Board 
of  Public  Utilities  with  reference  to  the  decrease  or  incrt>asi> 
of  rates  as  herein  provided  shall  be  effective  unless  such 
order  be  first  authorized  or  approved  by  the  Council  by 
ordinance. 

Sbiction  9.  It  shall  be  unlawful  for  any  person,  firm  or  cor- 
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poratiou  mentioned  in  this  resolution,  either  as  principal, 
ageut,  employee  or  otherwise,  to  charge,  demand,  collect  or  re- 
ceive from  the  City  of  Los  Angeles,  or  from  any  person,  firm 
or  corporation  therein,  any  rate  or  compensation  for  tele- 
phones, telephone  service  or  telephone  connections,  dnring  the 
year  commencing  July  1,  1913,  and  ending  June  30,  1914, 
greater  or  less  than  the  rate  or  compensation  charged,  de- 
manded, collected  or  received  from  any  other  person,  firm  or 
■  corporation  for  the  same  or  equivaleAt  service. 

Section  10.  It  shall  be  unlawful  for  any  person,  firm  or 
corporation  mentioned  in  this  resolution  which  has  not,  &s 
provided  by  Section  8  of  this  resolution,  established  rates  dif- 
ferent from  those  established  by  this  resolution,  or  from  any 
officer,  agent,  collector  or  employee  of  such  person,  firm  or 
corporation,  directly  or  indirectly,  by  any  special  rebate, 
drawback  or  other  device,  or  in  any  manner  or  form,  or  by 
any  means,  to  charge,  demand,  collect  or  receive  any  rate  or 
rates,  or  payment  or  compensation  or  consideration,  for  tele- 
phones, telephone  service  or  telephone  connections  greater 
or  less  than  or  different  from  the  rates  fixed  by  this  resolution. 

Section  11.  Nothing  in  this  resolution  contained  shall  ap- 
ply to  the  fumisliing  of  free  telephones,  telephone  service  or 
telephone  connections  to  the  City  of  Ix)s  Angeles  pursuant 
to  any  ordinance  or  franchise. 

Se(TI()N  12.  That  any  person,  firm  or  corporation  men- 
tioned in  this  resolution,  violating  any  of  the  provisions  of 
this  resolution  shall  be  deemed  guilty  of  a  misdemeanor,  ami 
HI)oii  convicti(m  thereof  shall  be  punishable  by  a  fine  of  ni>t 
more  than  two  hundred  ($200)  dollars,  or  by  imprisonmcnl 
in  the  city  jail  for  a  period  of  not  more  than  one  hundred 
(100)  clays,  or  by  both  such  fine  and  imprisonment. 

Sk(tion  13.  That  the  St^cretary  of  the  Board  of  Public  Util- 
ities shall  certify  to  tlie  passage  and  adopticm  of  this  resolu- 
tion and  file  a  copy  of  the  same,  certified  by  said  Secreta^, 
with  the  City  Clerk  of  the  City  of  Los  Angeles. 
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Railroad  Commission. 

In  re  Petition  op  the  Blakely  Telephone  Company  and 
THE  Southern  Hsll  Teijjphone  and  Tblboeaph  Com- 
pany ;  Bates  foe  Local  Exchange  Telephone  Service 

.  AT   AEUNGTON,   KeSTLEB   AND   LBAEY,   GEORGIA. 

File  Ko.  11125. 
Dfcided  June  ii,  1913. 

Sale  of  Tele[Aone  Propertica — Agreement  between  Uunicipalities  and 

Company  ma  to  Rate*— Increaac  in  Ratca  upon  Improvenient  of 

Service. 

This  was  an  application  for  approval  of  certain  agreements  entered  into 
between  the  Southern  Bell  Telephone  and  Telegraph  Company  and  the 
Towns  of  Arlington,  Kestler  and  Leary,  Georgia,  providing  that  upon  the 
sale  to  the  Bell  company  and  the  reconstruction  by  it  of  the  telephone 
systems  within  the  towns  and  thereafter  until  three  hundred  stations  should 
have  been  connected  with  a  local  exchange,  the  Bell  company  should  be  en- 
titled to  charge  certain  rates  fixed  by  the  agreements,  and  that  after  three 
hundred  stations  should  have  been  connected  the  rates  charged  should  not 
exceed  those  charged  by  the  Bell  company  for  the  same  class  of  service  under 
similar  conditions  in  other  localities  of  similar  size  in  the  State  of  Georgia. 
ft  was  further  provided  in  the  agreements  that  until  one  hundred  and  fifty 
Stations  should  have  been  connected  with  a  local  exchange,  a  discount  of 
fifty  cents  per  month  should  be  allowed  on  hills  paid  in  advance,  and  that 
certain   free  and  reduced  rate  service  should  be  afforded  the  towns. 

The  Commission  made  an  order  establishing  the  rates  agreed  upon  as 
the  maximum  rates  to  be  charged  upon  the  completion  of  the  proposed 
reconstruction  and  approving  Che  provision  for  a  discount  of  fifty  cents 
per  month  for  payment  in  advance.  No  provision  was  made  with  respect 
to  any  increase  in  rates  when  three  hundred  stations  should  have  been  con- 
nected with  a  local  exchange  or  with  respect  to  any  free  and  reduced  rate 
service  to  the  towns,* 

OEDEB. 

The  petition  in  tlie  above-entitled  case  shows  that  the 
Blakely  Telephone  Company  proposes  to  sell  lo  the  Southern 
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Bell  Telephone  and  Telegraph  Company  its  local  eichange 
telephone  properties  at  Arlington,  Kestler  and  Leary, 
Georgia,  together  with  certain  toll  lines  as  therein  set  out 
The  petition  further  shows  that  the  Southern  Bell  Telephone 
and  Telegraph  Company  has  agreed  with  the  municipal  au- 
thorities of  said  towns,  Arlington,  Kestler  and  Leary, 
Georgia,  to  make  certain  improrements  to  the  telephone  ex- 
changes in  said  towns  and  thereafter  to  charge  for  local  ex- 
change telephone  service  at  said  towns,  schedules  of  rates, 
the  approval  of  which  by  the  Commission  is  requested.  Upon 
consideration  of  the  application,  and  after  due  hearing, 

It  ia  ordered.  That  when  the  Southern  Bell  Telephone  and 
Telegraph  Company  acquires  by  purchase  the  local  exchange 
telephone  properties  of  the  Blakely  Telephone  Company  in 
the  towns  of  Arlington,  Kestler  and  Leary,  Georgia,  and 
reconstructs  its  telephone  system  in  said  towns,  making  all 
subscribers'  lines  metallic  circuits  and  installing  new  switch- 
boards and  station  equipment,  the  maximum  rates  allowed 
to  be  charged  by  said  Southern  Bell  Telephone  and  Telegraph 
Company  for  local  exchange  telephoue  service  at  Arlington, 
Kestler  and  Leary,  Georgia,  shall  be  as  follows : 

PEK  HOKTB 

Uniimited  special  line  business  stations f3.00 

Unlimited  duplex  line  business  stations 2.50 

Unlimited  special  line  residence  stations  2.00 

Unlimited  duplex    line    residence    stations    1.50 

Provided  that  until  150  stations  are  connected  with  each 
of  said  local  exchanges,  a  discount  of  fifty  cents  per  month 
per  station  shall  be  allowed  from  the  above  schedule  of  rates 
on  bills  paid  on  or  before  the  tenth  day  of  tlie  month  in  which 
due,  and  provided  further  that  after  the  acquisition  of  the 
said  telephone  properties  as  above  set  forth  by  the  Southern 
Bell  Telephone  and  Telegraph  Company,  and  until  the  com- 
pletion of  the  reconstruction  of  said  exchanges  as  herein 
set  out,  the  rates  charged  by  said  company  for  local  ex- 
change telephone  service  at  said  exchanges  shall  not  exceed 
the  schedules  of  rates  now  in  effect  in  said  towns. 

Ordered  further,  That  the  Southern  Bell  Telephone  and 
Telegraph  Company  notify  this  Commission  when  these  ex- 
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changes  at  Arlington,  Kestlerand  Leary,  Georgia,  have  been 
reconstructed  in  accordance  witli  the  provisions  of  this  order 
and  when  said  company  proposes  to  pnt  into  effect  the  sclied- 
ules  of  rates  herein  authorized. 


h  re  Appucation  of  tub  Southern  Bell  Telephone  and 
Telbqeaph  Company  fob  Authobity  to  Incebase  Rates 
FOR  Local  Exchange  Telephone  Sbbvicb  at  Valdosta. 
Obobgia. 

File  No.  11143. 
Decided  Jun*  24,  ^9'$- 

Agreement  between  City  and  Company  as  to  Rates— Increase  in  Rates 
upon  Improvement  of  Service, 

This  was  an  application  for  approval  of  an  agreement  entered  into  be- 
tween the  Gty  of  ValdosU  and  the  Southern  Bell  Telephone  and  Telegraph 
Company,  providing  that  upon  the  installation  by  the  latter  of  a  modern 
common  battery,  multiple,  central  energy  telephone  system  in  place  of  the 
existing  system,  and  thereafter  until  two  thousand  stations  should  have 
been  connected  with  the  Valdosta  exchange,  the  Bell  company  should  be 
entitled  to  charge  certain  rates  iixed  by  the  agreement  and  that  after  two 
thousand  stations  should  have  'been  connected,  the  rates  charged  should  not 
exceed  those  charged  by  the  Bell  company  for  the  same  class  of  service 
under  similar  conditions  in  localities  of  similar  size  in  the  State  of  Georgia. 
It  was  further  provided  that  certain  free  and  reduced  rate  service  should 
be  afforded  the  city. 

The  Commission  made  an  order  establishing  the  rates  agreed  upon  as 
the  maximum  rates  to  be  charged  upon  the  completion  of  the  proposed  ex- 
tensions and  improvements.  No  provision  was  made  with  respect  to  any 
increase  in  rates  when  two  thousand  stations  should  have  been  connected 
with  the  Valdosta  exchange  or  with  respect  <o  any  free  and  reduced  rate 
service   to   the  dty.« 

ORDER. 

Upon  coneideration  of  the  record  in  the  above-entitled  mat- 
ter and  of  the  evidence  and  argument  presented  at  the  hear- 
ing bad  thereon  and  of  the  plans  submitted  by  the  Southern 
Jlell  Telephone  and  Telegraph  Company  showing  cliangea 
and  improvements  and  extensions  proposed  to  be  made  by 
said  company  at  Valdosta,  Georgia,  which  said  changes  and 
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improvements  contemplate  the  following:  the  Southern  Bell 
Telephone  and  Telegraph  Company  to  purchase  a  lot  in  the 
city  of  Valdosta,  erect  thereon  a  substantial,  fire-proof,  brick 
building  consisting  of  three  stories  and  basement,  to  be  used 
for  its  exchange  purposes,  and  install  and  maintain  in  said 
city  a  modern  common  battery  multiple  central  energy  tele- 
phone system,  with  an  aerial  cable  distribution,  in  lieu  of 
its  present  telephone  system  in  said  city,  and  thereafter  fur- 
nish eflScient  local  telephone  service  to  its  Valdosta  exchange 
subscribers, 

/(  is  ordered,  That  when  the  Southern  Bell  Telephone  and 
Telegraph  Company  completes  the  installation  at  Valdosta, 
Georgia,  of  a  modern  common  battery  multiple  central  en- 
ergy telephone  system  with  aerial  cable  distribution  and  com- 
pletes all  the  improvements  and  extensions  to  its  Valdosta 
exchange  as  proposed  and  set  out  in  the  record. in  this  case, 
the  maximum  rates  allowed  to  be  charged  by  said  Southern 
Bell  Telephone  and  Telegraph  Company  for  local  exchange 
telephone  service  at  Valdosta,  Georgia,  siiall  be  as  follows : 

PER   MONTH 

Unlimited  special    line    business    station $4.00 

Unlimited  duplex  line  business  station. .'. 3.50 

Unlimited  special  line  residence  station 2,50 

Unlimited  duplex    line   residence    station 2.00 

Provided,  That  from  this  date  and  until  the  completion  by 
tlie  said  Southern  Bell  Telephone  and  Telegrapli  Company 
of  all  the  improvements  in  and  extensions  to  its  Valdosta 
exchange  referred  to  in  this  order  and  contemplated  in  tlie 
record  in  this  case,  the  rates  for  local  exchange  telephone 
service  at  Valdosta  shall  not  exceed  tlie  rates  now  in  effect 
at  said  exchange. 

Provided  further,  Tliat  before  the  Southern  Bell  Teleplioiie 
and  Telegraph  Company  puts  into  effect  at  its  Valdosta  ex- 
change the  rates  authorized  in  this  order,  said  company 
shall  notify  this  Commission  that  all  the  improvements  in 
and  extensions  to  its  Valdosta  exchange  contemplated  in  the 
record  in  this  case  have  been  made,  and  shall  also  file  with 
this  Commission  a  report  duly  certified  by  the  proper  officer 
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of  the  Company  showing  in  detail  the  amounts  expendwl  hy 
it  in  making  all  of  said  improvements  and  extensions. 

l*romded  further,  That  the  Southern  Bell  Telephone  anii 
Telegraph  Company  shall  within  thirty  days  from  this  date 
uotify  this  Commission  of  its  acceptance  of  this  order  and  its 
intention  to  proceed  pursuant  to  the  provisions  of  the  same. 
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.  Public  Utilities  Commission. 

In  the  Mattek  of  the  Application  of  The  Pacific  Tele- 
phone AND  Telegraph  Company  vor  an  Oedeb  Authob- 
iziNG  It  to  Discontinue  All  Iebbgulae  and  Discrim- 
inatoby  Exchange  Rates,  and  to  Apply  to  All  Sub- 
scbibeks  the  Chaeges  on  January  2,  1913. 

Decided  June  6,  1913. 

Standacdication    of    Rates — Elimination    of    DiBcriminatioii— Filing    of 
Rate  Scbedulea. 

For  the  purpose  of  complyiag  with  the  provisions  of  the  Public  Utilities 
Act  providing  that  the  rates  thereafter  to  be  charged  by  public  utilities 
should  not  exceed  the  rates  in  effect  on  January  2.  1913,  and  prohibiting 
all  preferences  and  discriminations,  The  Pacific  Telephone  and  Telegraph 
Company  applied  for  authority  either  to  enforce  its  standard  rates,  as 
shown  by  the  schedule  in  effect  on  January  2,  1913,  or  to  continue  the  rates 
actually  charged  on  that  date,  including  certain  irregular  and  discriminatory 
rates. 

Held:  That  inasmuch  as  the  Commission  has  not  yet  prescribed  any  rules 
and  regulations  for  the  filing  of  rate  schedules,  it  is  not  incumbent  upon 
utilities  to  file  such  schedules  and  the  Commission  is  consequently  ignorant 
as  to  the  rates  charged  by  the  applicant  and  as  to  any  discriminations  therein; 

That  under  the  Public  Utilities  Act  the  Commission  is  not  warranted  in 
changing  any  rates  in  effect  on  January  2,  1913,  without  an  investigation; 

That  the  applicant  may  enforce  its  rates  in  effect  on  January  2,  1913,  pro- 
viding that  the  same  do  not  conflict  with  the  prohibitions  of  the  statute  as  to 
discrimination. 

Ordered:  Thai  the  application  be  dismissed  for  failure  to  set  forth  suffi- 
cient facts  • 

ORDER. 

Tlie  application  in  tlie  above-entitled  matter  was  filed  lie- 
fore  the  Commission  on  the  sixth  day  of  June,  1913.  It  is 
set  forth  that  The  Pacific  Telephone  and  Telegraph  Com- 
pany is  a  corporation  organized  under  the  laws  of  the  State 
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of  California,  with  its  principal  place  of  business  in  the  Citj 
nnd  County  of  San  Francisco,  and  is  engaged  in  a  general 
telephone  and  telegraph  business  throughout  the  States  of 
California,  Nevada,  Oregon,  Washington,  and  a  portion  of 
Idaho ;  that  applicant  is  arranging  to  file  with  the  Commis- 
sion a  schedute  showing  rates,  tolls,  rentals,  chaises  and 
claasiiications  collected  and  enforced  by  it  as  the  same  were 
in  effect  on  the  second  day  of  January,  1913;  that  at  each 
of  the  exchanges  operated  by  the  applicant  in  the  State  of 
Idaho,  certain  of  its  subscribers  were  receiving  on  January 
2,  1913,  telephone  service  at  irregular  rates  and  charges,  the 
same  being  lower  than  rates  and  charges  for  like  service 
furnished  to  others  under  like  conditions;  that  irregular 
rates  and  charges  were  usually  continued  because  of  an  in- 
crease in  the  standard  rates  and  charges  after  the  signing 
of  "the  contract  for  service,  and  because  of  the  refusal-  of 
the  subscribers  to  pay  a  higher  rate  or  charge  than  those 
specified  in  this  contract,  and  alleging  such  to  be  the  case 
though  some  of  the  contracts  have  expired;  and  alleging 
that  applicant  has  been  trying  to  discontinue  such  unjust 
discrimination,  and  that  it  has  succeeded  in  a  great  measure 
in  so  doing. 

The  prayer  of  the  applicant  is  that  the  Public  Utilities 
Commission  of  the  State  of  Idaho  either  make  an  order  that 
applicant  shall  enforce  its  standard  rates  and  charges  as 
shown  by  its  schedule  in  effect  on  January  2,  1913,  against 
all  subscribers  or  that  it  be  authorized  to  continue,  until 
further  order  of  the  Commission,  its  rates  and  charges, 
as  actually  made  on  January  2,  1913. 

Section  136  requires  public  utilities  doing  business  in 
this  State  to  file  with  the  Commission  under  such  rules  and 
regulations  as  the  Commission  may  prescribe,  schedules  show- 
ing all  rates,  tolls,  rentals,  charges  and  classifications  col- 
lected or  enforced  by  such  public  utility ;  that  the  rates,  tolls, 
rentals  and  charges  shown  on  such  schedule  when  filed  by 
the  public  utility,  shall  not  exceed  the  rates,  tolls,  rentals 
or  charges  in  effect,  on  the  second  day  of  January,  1913. 

As  the  Commission  has  not  yet  prescribed  any  rules  and 
regulations  under  which  public  utilities  shall  file  such  sched- 
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ules,  it  18  not  incumbent  on  tliem  to  file  such  Bcliedule  until 
the  Commission  prescrilws  sucli  rule  or  regulation.  The 
Commission  is  tlierefore  at  this  time  ignorant  of  the  charges 
and  rates  that  are  collected  and  enforced  by  the  applicant, 
and  hence  ignorant  of  what  the  irregular  or  discriminating 
rates  are.  While  the  Commission  has  power  under  the  Public 
Utilities  Act  of  this  State  to  fix  rates,  tolls,  rentals  and 
charges  of  the  public  utilities  in  question,  it  woiild  not  feel 
warranted  in  so  doiiig,  or  in  changing  sucli  rates  or  charges 
as  were  in  effect  on  the  second  daj  of  January,  1913,  without 
an  investigation  of  eacli  specific  case  wherein  sucli  rates  were 
involved  and  without  investigating  such  case  and  hearing 
the  facts  relative  thereto. 

Section  16,  4b  of  said  act  provides  that  no  public  utility 
shall  extend  to  any  corporation  or  person  any  form  or  con- 
tract or  agreement  or  any  rule  or  regulation  or  any  facili- 
ties or  privileges  except  such  as  are  specified  in  its  schedule 
and  are  regularly  and  uniformly  extended  to  all  persons  and 
corporations. 

Section  18  of  said  act  provides  that  no  public  utility  shall, 
as  to  Kates,  charges,  service,  facilities  or  in  any  other  re- 
spect make  or  grant  any  preference  or  advantage  to  any  cor- 
poration or  person  or  subject  any  person  or  corporation  to 
any  prejudice  or  disadvantage. 

We  are  of  the  opinion  that  the  applicant  nmy  enforce  its 
rates  and  charges  in  effect  on  the  second  day  of  January,  1913, 
provided  that  the  same  are  not  in  conflict  with  the  statute 
above  referred  to  prohibiting  preference,  privileges  or 
advantages  to  corporations  or  persons  as  against  other  cor- 
porations. 

The  application  does  not  set  forth  suftlcient  facts  to  en- 
title applicant  to  any  relief,  and 

It  is  therefore  ordered,  That  the  said  application  is  and  the 
same  is  hereby  dismissed. 

Dated  in  open  session  this  sixth  day  of  June,  lfll3. 
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In  thb  Mattbb  op  the  Application  op  The  Pacific  Tele- 
phone AND  TeLBGBAPH  COMPANY  FOB  LBAVB  TO  CON- 
TINUE TO  Charge  the  Toix  Rates  in  Effect  on  the 
Second  Day  of  Januaey^  1913,  until  Purtheh  Obueb 
OP  the  Commission. 

Decided  June  6,  1913. 
Maintenuice  of  ToU  Ratei  Violating  Long  and  Short  Hani  Clauie. 

Upon  application  by  The  Pacific  Telephone  and  Telegraph  Company  tor 
authority  to  continue  to  charge  the  toll  rates  in  force  on  January  2,  1913. 
including  certain  rates  violating  the  long  and  short  haul  clause  of  the 
Public  Utilities  Act,  it  appeared  that  the  applicant  was  adjusting  its  rate 
schedule  so  as  to  comply  with  the  provisions  of  the  statute  and  desired 
to  conttnne  the  existing  rates  pending  the  preparation  of  the  new  schedule. 

Held:  That  under  the  statute  the  application  should  designate  the  particu- 
lar cases  in  which  the  applicant  desires  to  continue  violations  of  the  statute 
and  the  Commission  should  investigate  the  same  before  making  any  order; 

Ordered:  That  unless  the  applicant  shall  file  with  the  Commission,  within 
ten  days,  an  amended  application,  stating  definitely  the  instances  in  which  it 
desires  to  continue  rates  violating  the  long  and  short  haul  clause,  the  appli- 
cation will  be  dismissed.* 

ORDER. 

The  application  of  The  Pacific  Teleplione  and  Telegraph 
Company  shows  that  it -is  a  corporation  organized  nnder  the 
laws  of  the  State  of  California,  having  its  principal  place  of 
business  in  the  City  and  County  of  San  Francisco,  and  is 
engaged  in  a  general  tel^hone  and  telegraph  business 
thronghout  the  States  of  California,  Nevada,  Oregon,  Wash- 
ington and  a  portion  of  Idaho;  that  its  published  schedule 
of  long  distance  tariffs  does  not  agree  with  Section  23,  suli- 
divisioD  h,  of  the  Public  Utilities  Act  of  the  State  of  Idaho; 
that  it  has  been  making  a  study  of  the  tolls  and  tariff  situa- 
tion to  determine  a  way  to  adjust  its  tariffs  to  comply  to  the 
provisions  of  said  act  and  that  its  schedule  will  be  submittetl 
later;  that  it  has  earnestly  endeavored  to  arrange  as  promptly 
as  possible  its  rates  so  that  tlie  same  will  comply  with  the 
spirit  and  letter  of  the  law ;  and  asks  that  it  be  given  a  rea- 
sonable time  to  prepare  said  schedule  and  finally  prays  that 
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it  may  be  allowed  to  continue  to  charge  the  long  distance 
tariffs  in  force  on  the  second  day  of  January,  1913. 

Section  236,  above  quoted,  provides  that  no  telephone  or 
telegraph  corporation  shall  chaise  or  receive  any  greater 
compensation  for  the  transmitting  of  any  long  distance  mes- 
sage or  conversation  for  a  shorter  than  for  a  longer  distance 
over  the  same  line  or  route.  The  said  section,  however,  pro- 
rides  tliat  upon  the  application  to  the  Commission,  a  tele- 
phone or  telegraph  corporation  may  in  special  cases  after 
investigations  be  authorized  by  the  Commission  to  charge 
less  for  a  longer  than  a  shorter  distance  service  for  the  trans- 
mission of  messages  or  convereations,  and  the  Commission 
may  from  time  to  time  prescribe  the  extent  to  which  tele- 
phone or  telegraph  corporations  may  be  relieved  from  the 
operation  and  requirements  of  this  section. 

It  seems  under  this  statute  that  the  application  should 
designate  the  particular  case  or  cases  in  whidi  the  applicant 
desires  that  such  charges  be  made  and  that  the  Commission 
should  investigate  the  same  before  making  any  order  in  the 
premises.  As  the  application  fails  to  make -such  specific 
designation,  we  are  of  the  opinion  that  it  does  not  set  forth 
sufflcient  facts  to  constitute  a  cause  for  investigation,  and 

Therefore  it  is  ordered,  That  the  applicant  may  have  ten 
days  from  the  date  hereof  within  which  to  file  an  amended 
application  or  an  amendment  to  its  present  application,  set- 
ting forth  definitely  in  what  instances  and  from  and  to  what 
points  it  desires  to  be  allowed  to  make  the  rates  or  charges, 
and  npon  its  failure  to  file  such  amendment,  the  said  applica- 
tion shall  be  dismissed. 

Dated  in  open  session  this  sixth  day  of  June,  1913. 
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Regulations  Govbbning  Bbpoets  op  Accidents  of  Public 
UTiLrriEs  Othee  than  Raileoads  and  Stebbt  Rail- 
EOADs;  Issued  by  the  Public  Utilities  Commission  of 
THE  State  of  Idaho,  in  Pursuance  of  Section  42 
OF  the  Public  Utilities  Act. 

General  Order  No.  5 

Approved  July  j,  1913— Effective  July  15,    JpIJ. 

ORDER. 

Reports  bjr  Telegram. 

1.  The  Commission  shall  be  farnighed  with  immediate 
notice  by  telegram  of  every  accident  occurring  on  the  prop- 
erty of  erery  pnblic  utility  within  the  State  of  Idaho,  or 
directly  or  indirectly  arising  from  or  connected  with  the 
maintenance  or  operation  of  such  utility,  resulting  in  loss 
of  life  or  fatal  injury  to  person  or  persons. 

The  telegram  notice  shall  give  the  date,  time,  place  and 
kind  of  accident  Such  notice  shall  be  sent  directly  to  the 
Commission  by  the  owner  or  superintendent  or  manager 
or  managing  agent  of  such  public  utility.  In  case  of  injury 
to  persons,  such  notice  shall  state  what  medical  or  other  at- 
tention is  being  given  to  the  person  or  persons. 

Reports  hy  Mail. 
■  2.  Every  such  accident  shall  be  reported  to  the  Com- 
mission immediately  after  the  circumstances  attending  the 
accident  shall  have  been  ascertained  and  not  later  than 
twenty  (20)  days  after  the  end  of  the  month  for  which  the 
report  ia  made.  Form  No.  U-10  shall  be  used  for  reporting 
all  such  accidents.  Accidents  reported  on  Form  U-10  shall 
be  numbered  by  every  public  utility  in  series  beginning 
with  No.  1  for  each  fiscal  year,  beginning  July  first,  1913, 
and  continuing  in  consecutive  order  during  the  year. 

Accidents  Other  Thsn  on  the  Property  of  the  Utility. 

3.  Accidents  occurring  other  than  on  the  property  of  the 
public  utility  but  arising  directly  or  indirectly  in  the  main- 
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tenaiice  or  operation  of  su(rli  utility,  must  be  reported  in 
the  same  manner  as  ttiose  occurring  upon  the  property  of 
the  utility,  describing  particularly  each  accident  occurring, 
the  causes  and  circuiustances  surrounding  the  same. 

Eatimatcd  Damages. 

■1.  Accidents  causing  neither  death  nor  personal  injury, 
and  resulting  in  a  damage  of  less  than  fl50  to  the  property 
of  the  public  utility,  need  not  be  reported.  When  report- 
ing damage  the  amtnint  of  wliich  is  in  excess  of  }150, 
the  same  may  be  stated  in  tlie  nearest  liundreds  of  dollars. 
When  the  actual  amount  of  damage  is  not  known,  give  an 
estimate,  describing  wliat  particular  kind  of  property  be- 
longing to  the  utility  has  been  damaged. 

Not  RetoltinK  in  Immediate  Death. 

5.  Accidents  to  persons  resulting  in  immediate  tleath  or 
in  death  within  twenty-four  (24)  hours  from  the  time  the 
accident  occurred,  shall  be  reported  on  the  blank  form  i^i 
the  column  headed  "Killed".  All  other  accidefits  to  persons, 
including  those  resulting  in  death  after  an  interval  of  more 
than  twenty-four  (24)  hours  from  the  time  of  the  accident, 
shall  be  reported  in  the  column  headed  "Injured", 

Resulting  in  Slight  Injury. 

*(.  An  accident  to  an  emph)yee  resulting  in  slight  injury, 
which  does  prevent  him  from  performing  his  accustomeil 
service,  for  more  than  three  (3)  days  in  the  aggregate  out 
of  the  ten  (W)  days  immediately  following  the  accident 
should  not  lie  reported.  An  accident  to  any  other  person, 
resulting  in  slight  injnry,  whicli  does  not  incapacitate  him 
for  more  tlian  one  ( 1 )  day,  should  not  be  reported.  By  "in- 
capacitate" is  meant  an  injury  which  prevents  the  person 
injiired  from  following  his  customary  vocation. 

Employee  not  on  Duty. 

7.  When  an  employee  not  on  diity  is  killed  or  injured  the 
report  shall  explain  briefly,  how  or  why  he  carae  to  be  in  the 
situation  in  which  the  accident  occurred. 
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Time  of  Accident. 

8.  Giye,  in  the  space  provided,  the  time  tliat  tlie  acci- 
dent occurred.    Give  the  hour.as  nearly  as  can  be  aseertaiiiecl. , 

Claiaes  of  Persons, 

9.  In  the  columnB  headed  "Killed"  and  "Injured"  enter 
the  nnmber  of  persons  opposite  each  suliliead,  as  shown  on 
the  Form. 

Class  "a"  includes  all  employees  on  duty  (all  classes). 
Class  "It"  includes  all  employees  not  on  duty  (all  claHses), 
Class  "c"  includes  all  other  persons  not  trespassers. 
Class  "d"  includes  all  other  persons  trespassing. 

Claimt  for  Injurjr. 

10.  In  case  a  person  claims  to  be  injured,  and  the  public 
utility  deniM  or  doubts  the  allegation,  the  word  "claimed" 
may  be  used.  The  word  "slight"'  may  be  used  in  describiug 
an  injury  where  that  is  a  proper  term.  If  the  employee  is 
permanently  incapacitated  for  the  duty  in  which  he  is  en- 
gaged, say  "permanent". 

When  None  Are  Killed  or  Injured. 

11.  In  the  report  of  an  accident  in  which  no  person  is 
killed  or  injured  the  columns  headed  "Killed"  or  "Injured" 
shall  be  crossed  with  the  word  "None". 

Emplojree  Reqtonsible. 

12.  If  the  accident  is  caused  or  believed  to  be  caused  by 
an  employee,  state  the  experience  of  the  employee  and  give 
the  number  of  hours  be  had  been  on  duty  and  number  of 
hoars'  rest  for  the  forty-eight  (48)  hours  preceding  the  acci- 
dent 

Defective  Equipment. 

13.  If  the  accident  was  caused  by  defective  equipment,  ma- 
chinery, tools,  or  appliances,  state  the  character,  extent  and 
responsibility  .for  the  defect  and  date  of  last  inspection. 
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CUsuB  of  Livestock. 

14.  lu  the  colanms  headed  "Livestock  Killed"  and  "Live- 
stock  Injured"  enter  the  number  opposite  each  subhead  aa 
shown  on  the  Form. 

Class  "r"  inclndes  horses. 

Class  "s"  includes  cattle. 

Class  "t"  includes  ^eep. 

Class  "z"  includes  hogs. 

Class  "z"  includes  all  other  kinds  of  animals. 

Other  Proper^. 

15.  When  injury  is  done  to  other  kinds  of  property  than 
livestock,  tlie  same  shall  be  set  forth,  describing  the  kind  of 
property  and  the  nature  of  the  injury  done  to  the  same  or 
affecting  the  same. 

IiMtrnctions  for  Verification  of  Report 

16.  The  report  of  each  accident  herein  provided  for  shall 
be  verified  by  the  oath  of  some  daly  constituted  officer, 
manager  or  agent  of  the  corporation  reporting  the  same, 
provided  the  public  utility  is  owned  by  a  corporation ;  and 
in  case  it  is  owned  by  an  individual  or  individnals,  thten  br 
the  owner  or  some  one  of  tlie  owners  thereof. 

Supply  of  Blanks. 

17.  A  supply  of  blank  forms  for  reporting  all  accidents 
covered  by  these  rules  and  regulations  will  be  furnished  the 
utility  upon  requisition  to  the  Secretary  of  the  Commission. 
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In  the  Matter  of  Dismissing  Injunction  Sdit  in  Miami 
County  Distbict  Coubt  to  Bbsteain  Miami  County 
Telephone  Company  feom  Opbeating  as  a  Public 
Utility. 

Docket  No.  241. 
Decided  May  21,  1913. 

Operation  of  Mutual  Company  without  Certificate  to  Do  Btuineu  as  a 
Public  Utility. 

In  accordance  with  an  agreement  between  the  Paola  Telephone  Exchange 
and  the  Miami  County  Telephone  Company,  the  Commission  entered  an 
order  directing  the  dismissal  of  an  injtinction  suit  instituted  by  it  in  the 
Miami  County  District  Court  for  the  purpose  of  restraining  the  Miami 
County  Telephone  Company  from  operating  as  a  public  utility.  It 
was  provided,  however,  that  the  Commission's  order  should  not  be  construed 
as  authorizing  the  Miami  County  Telephone  Company  to  operate  in  any  other 
way  than  as  a  mutual  telephone  company  until  the  Commission  should 
issue  a  certilicate,  as  required  by  law,  authorizing  it  to  do  business  as  a 
public  utility.* 

STIPULATION  AND  OPINION. 

Now  on  this  2l8t  day  of  May,  1913,  the  above-entitled  mat- 
ter comes  on  for  hearing,  and  comes  the  Miami  County  Tele- 
phone Company,  by  Sheridan,  Meuser  and  Sheridan,  its  at- 
torneys, and  comes  the  Paola  Telephone  Exchange,  by  E.  E. 
Sogueland,  R.  E.  CoughUn,  and  F.  B.  MacKinnon^  its  at- 
torneys, and  tberenpoQ,  it  is  by  the  said  parties  mutually 
agreed  that  this  Commission  make  an  order  directing  John 
Marshall,  Attorney  for  the  Public  Utilities  Commission  of 
the  State  of  Kansas,  to  dismiss  the  case  of  the  State  of 
Kansas  on  the  relation  of  John  Marshall,  Attorney  for  the 
Public  Utilities  Commission  of  the  State  of  Kansas,  Plaintiff. 

^Editor's  headnote. 
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va.  the  Miaini  County  Telephone  Company,  a  Corporation, 
Defendant,  now  pending  in  the  District  Court  of  Miami 
County,  Kansas,  provided,  however,  that  the  order  of  the 
I'ublit-  Utilities  Commission  of  the  State  of  Kansas  direct- 
ing the  dismissal  of  said  case  shall  not  be  taken  to  be,  nor 
construed  as  any  authority  whatever,  to  the  Miami  County 
Telephone  Company  to  do  business  as  a  public  ntility  in  the 
City  of  Paola,  or  in  Miami  County,  Kansas,  other  than  as  a 
mutual  telephone  company,  operated  only  for  the  mutual 
benefit  of  its  sul)scriberB  without  profit  other  than  in  the 
service  received,  until  a  certificate  shall  be  issued  by  said 
Commission  authorizing  the  Miami  County  Telephone  Com- 
pany to  do  business  as  a  public  utility  as  is  provided  by  law. 
The  Commission,  upon  consideration  thereof,  does  find 
such  an  order  directing  that  Raid  case  i>e  dismissed  upon  the 
terms  and  conditions  liereinbefore  set  out,  is  reasonable. 

ORDER. 

/(  is  titereforc  by  the  Commission  ordered,  That  JoUn 
Marshall,  Attorney  for  the  Public  Utilities  Commission  of 
the  Btate  of  Kansas,  do  dismiss  the  case  of  the  State  of  Kan- 
sas on  the  relation  of  John  Marshall,  Attorney  for  the  Public 
(Hilities  CommissiOH  of  the  State  of  Kansas,  Plaintiff,  vs. 
tlie  Miami  County  Telephone  Company,  a  Corporation,  De- 
fendant, now  pending  in  the  District  Court  of  Miami  County, 
Kansas,  provided,  hotcevcr,  that  this  order  directing  the  dis- 
missal of  said  case  shall  not  he  taken  to  be,  nor  construed  as 
any  authority  to  the  Miami  County  Telephone  Company  to 
do  business  as  a  public  utility  in  the  City  of  Paola,  or  in 
Miami  County,  Kansas,  other  than  as  a  mutual  telephone 
company  oi»erated  only  for  the  mutual  benefit  of  its  sub- 
scribers without  profit  other  than  in  the  service  received, 
until  a  certificate  shall  be  issued  by  the  said  Public  Utilities 
Commission,  authorizing  the  Miami  County  Telephone  Com- 
pany to  do  business  as  a  public  utility  as  is  provided  by  law. 

Dated  at  Paola,  Kansas,  this  twenty-first  day  of  May,  A.  D. 
1913. 
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St.  Geobge  and  Flush  Tei,ephone  Company  vs.  the  Union 
Pacific  Railroaii  Company. 

Docket  No.  593. 

Decided  June  g,  1913, 

Initallation  of  Telephone  in  RaUroai  Sution. 

ORDER. 

The  above  case  being  at  issue,  and  after  a  full  hearing, 
the  Oommission  flnds  the  Union  Pacific  Railroad  Company 
should  be  required  to  furnish  reasonably  adequate  telephone 
connection  between  its  depot  in  the  City  of  St.  George,  Kan- 
sas, and  the  public  telephone  exchange  of  the  St  George 
and  Flush  Telephone  Company,  operated  in  the  City  of  St. 
George,  Kansas. 

It  is  therefore  ordered,  That  the  Union  Pacific  Railroad 
Company  be,  and  they  are  hereby  required  to  establish  rea- 
sonably adequate  telephone  connections  between  their  depot 
in  the  City  of  St.  George,  Kansas,  and  the  telephone  exchange 
of  the  St.  George  and  Flush  Telephone  Company  in  the  City 
of  St.  George,  Kansas,  within  thirty  days  from  the  date 
hereof,  and  to  maintain  same  until  further  ordered  by  this 
Commission. 

In  the  Mattee  op  the  Application  of  The  Missouki  and 
Kansas  Tbi.bphonb  Company  fok  Pbsmission  to  Es- 
tablish Rates  fob  Joint  Telephone  and  Telegraph 
Service. 

Docket  No.  625. 
Decided  June  16,  1913. 

Telegnun — Toll  Rates— Prohibition  of  Discrimination. 

Upon  application  by  The  Missouri  and  Kansas  Telephone  Company  for 
permission  to  enter  into  contracts  with  telegraph  companies  providing  for 
joint  telephone  and  telegraph  service  in  localities  where  the  telegraph  com- 
pany maintains  no  office  or  only  day  offices,  it  appeared  that  where  there 
were  no  telegraph  oilices  the  telephone  service  involved  was  to  be  rendered 
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at  less  than  the  standard  telephone  tol!  rate  and  that  where  there  wnc  only 
day  offices  the  rate  for  night  messages  was  to  be  that  which  would  be 
charged  if  the  local  telegraph  offices  were  kept  open  at  night. 

Held:  That  the  establishment  of  joint  telephone  and  telegraph  sttvice 
in  accordance  with  the  proposed  contract  will  materially  improve  and  n- 
large  telephone  and  telegraph  service  in  the  State; 

That  the  telephone  service  involved  is  a  deferred  one-way  service,  handlfd 
by  skilled  operators,  which  can  be  more  economically  conducted  than  or- 
dinary  commercial   business   and,   consequently,   should   take   lower  rates. 

An  order  was  entered  approving  the  proposed  schedule  of  rtduceil  tata 
and  providing  that  all  telephone  companies  filing  the  telegriLTn-toU  mc 
schedule  shall,  upon  request,  enter  into  a  contract  for  such  service  with  an;' 
telegraph  company  doing  business  in  the  State,  without  disciiininatiaa,* 

REPORT  xVND  FINDINGS. 

This  is  an  applicntiun  on  tlie  part  of  Tbe  Missouri  and 
Kansas  Telephone  Company  for  permission  to  enter  into 
contracts  with  telegraph  companies,  under  which  joint  tele- 
phone and  telegraph  service  may  be  rendered  to  cities  and 
localities  of  two  classes,  which  are  now  wholly,  or  in  part, 
without  telegraph  service,  viz: 

1,  Cities  and  localities  in  which  the  contracting  telegrapli 
company  maintains  no  office. 

2.  Cities  and  localities  in  which  the  contracting  telegraph 
company  maintains  only  day  offices,  and  in  which  tbe  tele- 
graph service  cannot  now  be  obtained  at  night. 

In  the  first  class  of  cases,  whenever  any  person  Laving 
telephone  connection  with  an  exchange  in  a  town  having 
no  telegraph  office  shall  desire  to  send  a  telegram  to  any  otliiT 
point,  tbe  establishment  of  this  telegram-toll  service  nil! 
enable  the  sender  of  a  telegram  to  telephone  the  same  to  tlie 
nearest  open  office  of  the  contracting  telegraph  company  and 
the  message  will  go  forwai-d  in  due  course,  the  charge  for 
same  to  consist  of  tbe  usual  telegraph  rate  for  tlie  distance 
that  the  message  is  carried  by  the  telegraph  company  pins 
a  reduced  telephone  rate,  herein  set  out,  to  the  point  where 
it  shall  be  received  by  the  telegraph  company. 

In  the  second  class  of  cases,  that  is,  in  towns  having  tele- 
graph offices  which  are  closed  at  night,  the  patron  desirin? 
to  send  a  telegram  at  night  can  telephone  it  to  the  nearest 
•Editor's  headnote. 
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open  ofBce  of  the  contracting  telegraph  company  and  the 
charge  will  be  the  same  that  it  would  have  been  if  the  local 
tel^raph  ofSce  were  kept  open  at  night. 

After  fullj  considering  the  application,  and  inquiring 
diligently  into  the  premises,  it  is  found : 

1.  That  the  establishment  of  the  joint  telephone  and  tele- 
graph business,  under  joint  operating  contracts,  will  ma- 
terially improve  and  enlarge  the  telegraph  and  telephone 
service  in  the  State  of  Kansas,  and, 

2.  That  the  telephone  part  of  such  joint  service,  because 
it  .is  deferred  one-way  service,  handled  by  skilled  operators, 
at  such  times  when  the  lines  are  not  in  use  for  commercial 
business,  can  be  handled  more  economically  than  ordinary 
commercial  business,  and  should,  therefore,  take  a  lower 
rate,  and  it  is  therefore  recommended  that  on  all  messages 
bandied  in  part  by  telephone  and  in  part  by  telegraph,  The 
Misouri  and  Kansas  Telephone  Company  may,  upon  filing  the 
following  schedule  of  rates,  charge  the  telegraph  company 
which  renders  a  part  of  such  joint  service,  the  rates  therein 
set  forth,  for  the  telepljone  part  thereof,  as  follows,  to- wit ; 

For  messages  for  which  the  commercial  rate  would  be  less  than  ten  cents 
for  the  first  three  minutes,  100  per  cent,  of  commercial  rate. 

For  messages  for  which  the  commercial  rate  would  be  ten  cents  or  fifteen 
cents  for  the  first  three  minutes,  80  per  cent,  of  commercial  rate. 

For  messages  for  which  the  commercial  rate  would  be  twenty  cents  or 
twenty-five  cents  for  the  first  three  minutes,  70  per  cent  of  commercial  rate. 

For  messages  for  which  the  commercial  rate  would  be  thirty  cents  or 
more  for  the  first  three  minutes,  60  per  cent,  of  commercial  rate. 

It  is  also  recommended  that  it  be  ordered  that  all  tele- 
phone companies  in  the  State  of  Kansas  may  enter  into  con- 
tracts with  telegraph  companies  for  the  joint  handling  of 
business,  and  may  charge  telegraph  companies  on  all  mes- 
sages handled  under  such  contracts,  in  part  over  telephone 
toll  lines  and  in  part  over  telegraph  lines,  the  same  rates  as 
above  set  forth. 

oiEder. 

/(  t«  therefore  ordered,  That  The  Missouri  and  Kansas 
Telephone    Company    and    all    other    telephone    companies 
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operating  in  the  State  of  Kansas,  be,  and  they  are  liereby 
authorized  to  enter  into  contracts  witli  telegraph  companies, 
for  the  transmission  of  messages  over  telephone  toll  lines  and 
telegraph  lines,  in  the  State  of  Kansas,  and  to  charge  said 
telegraph  companies  for  such  joint  service  the  following 
schedule  uf  rates,  upon  filing  the  same  with  this  Goinmissiou : 

One  hundred  per  cent.  (100%)  of  the  telephone  toil  charges  where  the 
standard  telephone  toll  rates  are  less  than  ten  cents  (W)  for  the  first  three 
minutes. 

Eighty  per  cent.  (80%)  of  the  telephone  toll  charges  where  the  standard 
telephone  toll  rates  are  ten  cents  (10#)  or  Rfteen  cents  (15^)  for  the  tirst  three 
minutes. 

Seventy  per  cent.  (70%)  of  the  telephone  toll  charges  where  the  standard 
telephone  toll  rates  are  twenty  cents  (I0#)  or  twntyfive  cents  (2S*)  for  the 
first  three  minutes. 

Sixty  per  cent.  (60%)  of  the  telephone  toll  charges  where  the  standard 
telephone  toll  rates  are  thirty  certts  (30f )  or  more  for  the  first  three  minutes. 

/(  is  further  ordered,  That  all  said  telephone  companies 
who  have  filed  said  schedule  of  rates  witli  this  Cummissioii 
shall,  upon  request  from  any  telegraph  company,  enter  into 
contract  for  such  joint  service  with  aU  telegraph  companies 
doing  business  in  the  State  of  Kansas,  without  discrimina- 
tion. 
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Public  Service  Commission. 

In  the  Matter  of  the  Afpucation  of  The  Chesapeake  and 
PoTOM.^c  Telephone  Company  of  Baltimobb  City  for 
Permission  and  Authority  to  Purchase  All  the  Is- 
sued and  Outstanding  Stock  of  the  Farmers'  and 
Merchants'  Telephone  Comp.\n¥  of  Caroline  County. 
Maryland,  being  1,321  Shares,  Par  Value,  of  fSO.OO 
PER  Share,  at  the  Price  of  |45.00  per  Share. 

Case  No.  604— Order  No.  1255. 

Decided  June  p,  1913. 

Purchue  of  Stock  of  Another  Telephone  System. 

This  application  of  The  ChesapeakL-  and  Potomac  Telephone  Qimpany 
of  Baltimore  City  for  authority  to  purchase  all  the  issued  and  outstanding 
capital  stock  of  the  Farmers'  and  Merchants'  Telephone  Company  of  Caro- 
line County,  was  granted,  the  Commission  holding  that  the  purchase  would 
be  to  the  benefit,  convenience  and  advantage  of  the  general  public* 

OKDEB. 

The  application  of  The  Chesapeake  aiyl  Potomae  Tele- 
plioDe  Company  of  Baltimore  City,  a  corporation  duly  in- 
corporated under  the  General  Incorporation  Laws  of  the 
State  of  Maryland,  filed  with  the  Commission  on  the  eleventh 
day  of  June,  1913,  praying  for  the  authority,  approval  and " 
permission  of  the  Commission  to  porchase  all  the  issued  and 
outstanding  capital  stock  of  the  Farmers'  and  Merchants' 
Telephone  Company  of  Caroline  County,  a  corporation  duly 
incorporated  under  the  General  Incorjjoration  Laws  of  the 
State  of  Maryland,  at  and  for  the  price  of  |45.00  per  share,  for 
the  1,321  shares  of  the  issued  and  outstanding  capital  stock 
of  said  last-mentioned  corporation,  said  1,321  shares  consti- 
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tuting  all  the  issued  and  outstanding  capital  stock  of  said 
corporation,  upon  tlie  terms  and  conditions  and  stipnlations 
set  out  in  the  agreement  dated  the  ninth  day  of  June,  in  tbe 
year  1913,  twtween  Messrs.  Allsert  G.  Towers  and  Harvey  L 
Cooper,  and  The  Chesapeake  and  Potomac  Telephone  Com- 
pany of  Baltimore  City  aforesaid,  a  copy  of  which  agreement 
was  filed  with  the  application  herein,  marked  "Applicant's 
Exhibit  No.  2,"  having  been  read,  together  with  applicant's 
Exhibit  No.  1  filed  with  the  application,  and  considered,  and 
tliis  Commission  having  determined  from  the  evidence  sub- 
mitted on  the  hearing  of  the  said  application,  after  due  pub- 
lication of  the  notice  thereof,  that  the  things  to  which  il« 
jtermisaion,  authority  and  approval  are  prayed  in  the  peti- 
tion would  be  to  the  benefit,  convenience  and  advantage  of  tbe 
general  public,  and  those  persons  using  telephones  in  tiie 
Counties  of  Caroline,  Talbot,  Kent  and  Queen  Anne,  in  the 
State  of  Maryland;  it  is,  therefore,  this  twenty-fourth  day  nt 
June,  in  the  year  1913,  by  the  Public  Service  Commissinn 
of  Maryland, 

Ordered,  That  the  approval,  permission  and  autliority  of 
the  Commission  is  liereby  given  to  the  purchase  by  The 
Cliesapeake  and  Potomac  Telephone  Company  of  Baltimore 
City,  of  all  the  issued  and  outstanding  capital  stock  af 
Farmers'  and  Merchants'  Teleplione  Company  of  Caroline 
County,  consisting  of  1,321  shares  of  said  stock,  upon  the 
terms,  conditions  and  stipulations  set  forth  in  the  agreement 
dated  the  ninth  day  of  June,  1913,  made  by  and  between 
said  Albert  G.  Towers  and  Harvey  L.  Cooper,  and  The  Chesa- 
peake and  Potomac  Telephone  Company  of  Baltimore  City, 
a  copy  of  which  is  filed  with  the  application  in  this  ease. 
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Alfbed  R.  L.  Dohme,  et  al.,  vs.  The  Chesapeake  and  To- 
TOMAO  Telephone  Company  of  Baltimobe  City,  et  al. 

Case  No.  569— Order  No.  1279. 

Dated  Jniy  8,  1913. 

Invest^tion  of  The  Chegapeakc  and  Potomac  Telephone  Company,  The 
Chesapeake  and  Potomac  Telephone  Companjr  of  Baltimore  City, 
the  American  Telephone  and  Telegraph  Company  and  the 
American  Telephone  and  Telegraph  Company  of  Balti- 
more City — Filing  of  Copies  of  Charters,  Inter- 
company Agreements  and  Report  of  As- 
sets Required — Employment  of  Ex- 
pert by  Commission. 

ORDER. 

Upou  tbe  aforegoing  supplementary  petition  of  Alfred  B. 
L,.  Dobme,  et  al.,  vs.  The  Chesapeake  and  Potomac  Telephone 
Company  of  Baltimore  City,  et  al.,  it  is  this  eighth  day  of 
July,  1913,  by  the  Public  Service  Commission  of  Maryland, 

Ordered,  Fibst.  That  The  Chesapeake  and  Potomac  Tele- 
phone Company,  The  Chesapeake  and  Potomac  Telephone 
Company  of  Baltimore  City,  the  American  Telephone  and 
Telegraph  Company  and  the  American  Telephone  and  Tele- 
graph Company  of  Baltimore  City,  promptly  file  with  this 
Commission,  properly  verified  or  duly  authenticated  copies  of 
tlieir  charters,  and  also  properly  verified  or  duly  authen- 
ticated copies  of  all  operating  agreements,  leasing  agreements, 
agreements  as  to  division  of  proceeds  of  long  distance  or  toll 
charges,  or  undertakinge,  contracts  or  agreements  of  any 
kind  or  character  existing  between  or  among  them  or  any 
of  them  or  by  them  or  any  of  them  with  any  other  telephone 
company  or  companies  whatever  affecting  business  of  any 
kind  done  wholly  or  in  part  within  the  State  of  Maryland. 

Second,  That  said  companies  or  such  as  may  be  in  posses- 
sion of  the  name,  shall  promptly  file  with  this  Commission,  a 
copy  of  a  report  made  within  the  last  few  years  either  by  or 
for  the  American  Telephone  and  Telegraph  Company  or  any 
of  said  defendants  showing  in  detail  all  the  assets  of  the  said 
company  or  companies  within  the  State  of  Maryland. 
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Thibu.  That  the  AssiBtaot  General  Counsel  to  this  Com- 
mission is  herewith  authorized  and  empowered  to  enter  into 
negotiatioDS  with  some  competent  expert  in  telephone  in- 
vestigations, subject  to  the  approval  of  the  Commission,  for 
the  preparation  by  such  expert  of  such  forms  and  schedules 
designed  properly  to  ascertain  from  the  respondent  corpora- 
tions such  data  and  information  iu  respect  to  their  prop- 
erties and  operations  in  this  State  as  may  be  necessary  to 
aid  this  Commission  in  further  determining  the  necessity  for 
a  physical  examination  of  said  properties  or  examination  of 
their  books  and  acconnts;  or  to  aid  this  Commission  in  mak- 
ing such  valuation  if  the  same  be  determined  necessary  and 
advisable. 

And  it  is  further  ordered  that  a  copy  of  this  order  lie 

■  served    on    said    respondent    companies    on    or    l>efore    the 

eighteenth  day  of  July,  1913,  and  that  they  comply  with 

clauses  one  and  two  thereof  within  twenty  days  from  the  date 

of  service  of  this  order. 
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Michigan  Railroad  Commission. 

In  the  Matter  of  the  Application  op  the  Citizens  Tele- 
phone Company  of  State  of  Michigan  for  Authority 
TO  IssuB  f  750,000,  Pah  Value,  of  Corporate  Bonds. 

Docket  No.  707. 
Decided  June  ^5,  1913. 

Authomation   of    Bond   lune— Bond    DUcount— Payment    of    Overdue 
Tajie»— bepoait  u  Security  for  Guaranteed  Bonds. 

This  application  for  authority  to  issue  bonds  in  the  amount  of  $750,000 
was  granted  with  tlie  provision  that  the  bonds  should  be  sold  at  not  less 
than  92}^  per  cent,  of  par.  It  was  provided  that  [he  proceeds  should  be 
used,  among  other  things,  for  the  payment  of  overdue  taxes  and  interest 
and  charges  thereon,  the  amount  so  used  to  be  replaced  by  a  like  sum  taken 
from  the  surplus  earnings  of  the  applicant  and  already  applied  or  here- 
after to  be  applied  in  payment  for  items  properly  chargeable' to  capital. 
It  was  further  provided  that  $100,000  of  bonds  should  be  deposited  as  col' 
lateral  security  for  the  bonds  of  two  other  telephone  companies  which  had 
been  guaranteed  by  the  applicant* 

ORDER. 

Application  was  made  in  the  above-entitled  matter  on  the 
twenlj-fiftli  da;  of  June,  1913,  from  which  said  application 
and  accompanying  documents  and  proofs  offered  in  support 
thereof,  it  appears  that  the  Citizens  Telephone  Companj  is 
a  corporation  organized  under  the  laws  of  the  State  of  Michi- 
gan, with  its  principal  office  at  Grand  Rapids;  that  it  has 
an  authorized  capital  stock  of  f  5,000,000,  par  value,  of  which 
capital  stock  to  the  amount  of  |3,853,285  has  been  heretofore 
issued  and  the  proceeds  invested  in  the  equipment  and  facili- 
ties of  said  corporation ; 

That  said  corporation  is  now  indebted  to  the  State  of 
•Editor-i  fa 
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Michigan  for  back  taxes  and  interest,  and  charges  thereon, 
the  sum  of  approximatelj  |163,000; 

That  said  corporation  is  likewise  owing  on  accounts  and 
bills  payable  approximately  f  195,000,  wliicb  said  sum  is  ow- 
ing for  moneys  invested  by  said  company  in  the  construction 
of  facilities  properly  chargeable  to  capital  account; 

That  said  corporation  is  likewise  obligated  as  guarantor 
upon  certain  bonds  of  the  Citizens  Telephone  Company  of 
Jackson  and  the  Citizens  Telephone  Company  of  Battle 
Creek,  to  an  amount  approximating  1100,000,  upon  which 
guarantee  said  corporation  is  obligated  in  the  event  of  the 
execution  of  a  mortgage  or  deed  of  trust  upon  its  property, 
to  deposit  with  the  Michigan  Trust  Company,  as  trustee, 
bonds  to  the  amount  of  the  bonds  so  guaranteed ; 

That  said  company  will  have  need  in  its  growth  and  der 
velopmeot  for  a  sum  approximating  f250,000. 

And  this  Commission  being  fully  advised  in  the  premises, 
and  of  the  opinion  that  said  funds  are  reasonably  required 
for  the  purposes  of  said  corporation. 

Therefore,  by  virtue  of  the  authority  vested  in  us  by  law, 
it  is  hereby  ordered, 

1.  That  said  corporation  l>e  and  it  is  hereby  authorized 
and  empowered  to  issue  Its  corporate  bonds  in  the  amount 
of  the  par  value  of  f 750,000;  said  bonds  to  bear  date  as  of 
the  first  day  of  August,  1913,  and  to  mature  ten  years  from 
their  date,  to  bear  interest  at  the  rate  of  6  per  cent  per  an- 
num payable  semi-annually,  and  to  be  sold  at  not  less  than 
92^4  per  cent,  of  their  par  value,  and  to  be  secured  by  a  mort- 
gage or  deed  of  trust  in  such  form  as  may  be  hereafter  pro- 
vided, a  copy  of  which  is  to  be  filed  with  this  Commission,* 
upon  the  corporate  property  of .  said  corporation,  to  the 
Michigan  Trust  Company  of  Grand  Rapids  as  trustee; 

2.  That  said  corporate  bonds  be  sold  for  cash  only,  and 
that  from  the  proceeds  derived  therefrom  it  satisfy  the  taxes, 
interest  and  charges  hereinbefore  mentioned,  to  the  amount 
of  9163,000,  and  take  from  the  surplus  earnings  of  said  cor- 
poration a  like  sum  which  has  been  or  may  hereafter  be  ap- 
plied in  the  payment  of  the  construction  of  its  facilities 
properly  chargeable  to  capital  account; 


.,  .A>oj^[e 


Appl.  of  Citizens'  Tel.  C3o.  351 

3.  That  $195,000  be  used  for  the  payment  of  billa  aud  ac- 
counts owing  by  said  Company  for  the  payment  of  labor  and 
the  purchase  of  facilities,  heretofore  contracted  in  the  crea- 
tion of  its  property,  and  which  were  properly  chargeable  to 
capital  acconnt;  . 

4.  That  $100,000  par  value  of  said  bonds  be  deposited 
with  the  Michigan  TruSt  Company  of  Grand  Rapids,  as  col- 
lateral security  for  the  gauranty  of  said  Citizens  Telephone 
Company  upon  a  like  amount  of  bonds  of  the  Citizens  Tele- 
phone Company  of  Jackson  and  Citizens  Telephone  Company 
of  Battle  Creek; 

5.  That  all  moneys  over  and  above  the  items  specified, 
and  not  exceeding  the  par  value  of  $500,000  of  said  bonds, 
less  discount,  be  used  by  said  Company  for  extensions,  better- 
ments and  improvements  to  its  property  and  facilities  that 
are  properly  chargeable  to  capital  account;  that  the  moneys 
above  specified  be  used  for  the  purposes  above  enumerated 
and  for  no  other  purpose  whatsoever; 

6.  That  corporate  bonds  of  said  company  to  the  amount  of 
the  par  value  of  $250,000  remain  in  the  treasury  of  said 
company,  not  sold,  pledged  or  otherwise  disposed  of  until 
application  to  and  order  made  by  this  Commission ; 

7.  That  on  or  before  six  months  from  this  date,  said  cor- 
poration shall,  by  statement  duly  verified,  report  to  this 
OommissioD  the  sale  of  any  and  all  bonds  under  and  by  virtue 
of  the  provisions  of  this  order,  and  the  purpose  or  purposes 
to  which  the  money  received  therefrom  has  been  applied,  and 
shall  make  a  like  report  upon  the  expiration  of  each  and 
every  six  months'  period  until  the  whole  of  said  bonds  have 
been  sold  and  the  proceeds  expended ; 

8.  That  before  any  of  the  bonds  shall  be  sold  nnder  and 
by  virtoe  of  the  provisions  of  this  order,  a  certified  copy 
licreof  shall  be  entered  upon  the  records  of  said  corporation. 
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IX  THE  MaTTEB  of  THE  APPLICATION  OP  THE  MICHIGAN  STATE 

TELEi'MONE  Company  foe  ArTiiORiTY  to  Issue  $2,300,- 
000,  Tar  Value,  of  Common  Stock,  and  $1,715,000,  Par 
Value,  of  Preferred  Stock. 

Docket  No.  703. 

Decided  June  26,  1913. 

Anthorication  of  Stock — Purchase  of  Telephone  Properties— Eatablub- 
inent  of  Reaerve. 

Upon  application  by  the  Michigan  State  Telephone  Company  for  au- 
thority to  issue  at  par  so  much  of  its  authorized  common  and  preferred 
stock  as  remained  unissued,  it  appeared  that  the  applicant  had  recently 
borrowed  $3,901,467.08  from  the  American  Telephone  and  Telegraph  Com- 
pany for  the  purpose  of  purchasing  the  property  of  the  Home  Telephone 
Company  of  Detroit  and  other  properties,  and  that  it  had  been  agreed  be- 
tween "the  applicant  and  the  American  Telephone  and  Telegraph  Company, 
which  was  a  shareholder  of  the  Michigan  State  Telephone  Company,  that  the 
tatter  should  pay  the  former  ^,900,000  in  cash  and  that  the  remainder  should 
be  set  up-  as  a  reserve  by  the  applicant.  The  purpose  of  the  proposed  issue 
of  stock  was  to  carry  out  this  arrangement  and  to  provide  for  additions 
and  betterments. 

The  Commission  granted  the  application  providing  for  the  disposition  of 
the  proceeds  in  accordance  with  the  aforesaid  agreement.* 

ORDER. 

Application  was  filed  iii  tbe  above-entitled  matter  on  the 
s«veiiteenth  day  of  June,  1913,  from  which  said  application 
and  acoonipauying  docuiiiciits  and  proofs  offered  in  support 
thereof,  it  appears  that  said  Michigan  State  Telephone  Com- 
pany has  an  anthoi-izwi  capital  of  $0,000,000,  par  value, 
of  common  stofk  and  $4,000,000,  par  value,  of  preferred 
stock,  of  which  $2,500,000,  i)ar  value,  of  common  stock  and 
$1,715,000,  par  value,  of  preferred  stock  is  now  unissued. 

It  further  apjiears  that  the  Michigan  State  Telephone  Com- 
pany has  recently  purchased  the  property  and  business  of 
the  Home  Telephone  Company  of  Detroit  and  other  tele- 
phone properties  in  territory  adjacent  thereto ;  that  the  price 
paid  for  said  properties  was  the  sum  of  $3,901,467.08,  which 
said  sum  it  borrowed  from  the  American  ■  Telephone  and 
■Editor's  beadnote. 
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Telegraph  Compaii;  and  gave  ite  obligations  therefor. 

That  the  American  Telephone  and  Telegraph  Company  ia 
a  shareholder  as  well  as  creditor  of  the  Michigan  State  Tele- 
phone Company,  aud  it  has  been  agreed  between  said  com- 
panies that  in  satisfaction  of  said  moneys  so  advanced  by 
the  American  Telephone  and  Telegraph  Company  to  the 
Michigan  State  Telephone  Company,  that  said  latter 
company  shall  pay  |2,900,000  cash,  and  the  difference 
between  said  sum  and  f3,901,467.0S  shall  be  set  up  as  a  re- 
serve and  carried  in  a  reserve  account. 

It  further  appears  that  it  will  be  necessary  for  the  Michi- 
gan State  Telephone  Company  during  the  ensuing  year  to 
make  additions,  betterments  and  improvements  to  the  prop- 
erty, facilities  and  service  of  the  company,  for  which  funds 
will  be  retjuired  other  than  such  as  may  be  derived  from  in- 
come, and  that  it  is  the  desire  of  the  company  to  sell  the 
before-mentioned  |2,500,000,  par  value,  of  common  stock,  and 
11,715,000,  par  value,  of  preferred  stock  at  not  less  than 
par,  to  use  the  proceeds  for  the  purpose  of  satisfying  the 
obligation  due  the  American  Telephone  and  Telegraj*  Com- 
pany, and  the  remainder  derived  from  the  sale  of  such  stock 
over  and  above  the  amount  necessary  for  thi«  purpose  to  be 
used  for  the  making  of  additions,  Itetferments  and  improve- 
ments, in  accordance  with  the  schedule  attached  to  the  appli- 
cation filed  herein. 

And  this  Commission  being  fully  advised  in  the  premises, 
and  of  the  opinion  that  the  funds  to  be  obtained  by  the  sale 
of  said  common  and  preferred  stock  are  reasonably  required 
for  the  purposes  of  said  corporation, 

Therefore,  by  virtue  of  the  authority  vested  in  us  by  law, 

/(  i«  hereby  ordered, 

1.  That  said  Michigan  State  Telephone  Company  be  and  it 
is  hereby  authorized  and  empowered  to  issue  and  sell  of  its 
authorized  but  unissued  capital  stock,  $2,500,000,  par  value, 
of  common  stock  and  |1,715,000  of  preferred  stock; 

2.  That  said  common  and  preferred  stock,  to  the  amount 
of  14,215,000,  be  sold  for  cash  at  not  less  than  par,  and  from  _ 
the  proceeds  derived  therefrom,  it  pay  to  the  American  Tele- 
phone and  Telegraph  Company  the  sum  of  $2,900,000  cash, 
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.  and  a  sum  equal  to  the  difference  between  said  (2,900,000 
and  $3,901,467.08  which  was  advanced  by  said  American 
Telephone  and  Telegraph  Company  for  the  purchase  of  the 
Home  Telephone  properties  by  said  Michigan  State  Tele- 
phone Company,  it  set  up  as  a  reserve  and  credit  to  a  reserve 
account  in  accordance  with  the  agreement  between  the  parties 
for  the  cancellation  of  said  obligation ; 

3.  That  the  remainder  of  the  moneys  derived  from  the 
sale  of  said  capital  stock  over  and  above  the  amount  nec- 
essary for  the  cancellation  of  the  obligation  of  the  Michigan 
State  Telephone  Company  due  the  American  Telephone  and 
Telegraph  Company,  growing  out  of  the  purchase  of  said 
Home  Telephone  properties,  are  to  be  used  by  the  said  Michi- 
gan State  Telephone  Company  for  the  making  of  additions, 
betterments  and  improvements  to  the  property  and  facilities 
of  said  company,  properly  chargeable  to  capital  account,  men- 
tioned and  set  forth  in  the  schedule  attached  to  the  applica- 
tion filed  herein ; 

4.  That  the  funds  derived  from  the  sale  of  said  capital 
stock  be  used  for  the  purposes  herein  specified,  and  for  no 
other  purpose  whatsoever. 

/(  is  further  ordered,  That  on  or  before  sis  months  from 
date  said  corporation  shall  by  a  statement  duly  verified,  re- 
port to  this  Commission  the  sale  of  any  and  all  stock  issued 
under  and  by  virtue  of  the  provisions  of  this  order,  and  the 
purpose  or  purposes  to  which  the  money  received  therefrom 
has  been  applied,  and  shall  make  a  like  report  upon  the 
expiration  of  each  and  every  six  months'  period  until  the 
whole  of  said  stock  has  been  sold  and  the  proceeds  expended. 

/(  a  further  ordered,  That  before  any  stock  shall  be  sold 
under  and  by  virtue  of  the  provisions  of  this  order,  a  certified 
copy  hereof  shall  be  entered  upon  the  records  of  said  cor- 
poration. 
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State  Railway  Commission. 
Wesley  M.  Fulton  and  Geobgb  Suttek  vs.  Libebty  Indb- 

PBNDBNT   TbLBPHONB   COMPANY. 

Formal  Complaint  No.  190. 

Physical  Connection  with  Long  Distance   Lines   Compelled  by   Sab- 
■cribeis — Effect  on  Free  Interchange  of  Sorice  with  Neighboring 
Exchanges — ^ect  on  Local  Service — Substitution  of  Metal- 
lic Circuit  for  Grounded  Circuit  Unnecessary — Com- 
misuon    Allowed    Local    Company — Cost    of 
Establishing  Connection. 

Decided  June  p,  jp/j. 

Certain  subscribers  and  stockholders  of  the  respondent  company  complained 
of  its  refusal  to  provide  long  distance  service  by  the  establishment  of 
physical  connection  with  the  Lincoln  Telephone  and  Telegraph  Company, 
which  was  willing  to  furnish  the  connection  upon  terms  similar  to  those 
prevailing  throughout  the  State.  Other  subscribers  objected  to  the  proposed 
connection,  contending  that  the  establishment  of  long  distance  service  would 
prevent  arrangements  for  free  interchange  of  service  with  neighboring  ex- 
changes, necessitate  the  conversion  of  the  plant  from  a  grounded  circuit 
system  to  a  metallic  circuit  system,  occasion  difficulties  in  operation  through 
the  use  of  instruments  of  different  power  by  the  subscribers  upon  the  same 
tine  and  interfere  with  the  prompt  handling  of  local  business.  It  was 
further  objected  that  the  percentages  to  be  allowed  the  respondent  on  long 
distance  business  by  the  Lincoln  Telei^hDne  and  Telegraph  Company  were 
inadequate. 

The  Commission  disposed  of  these  objections,  holding, 

That  arrangements  for  free  interchange  of  service  between  neighboring 
exchanges  will  always  be  approved,  provided  no  unjust  discrimination  is 
involved ; 

That  the  long  distance  connection  will  not  necessitate  the  installation  of 
a  metallic  circuit  system ; 

That  the  character  of  the  instruments  in  use  is  within  the  control  of  the 
Hoard  of  Directors; 

That  no  detriment  to  the  local  service  will  result  from  the  handling  of 
long  distance  business  by  the  present  operators ; 

That  the  allowances  of  15  per  cent,  on  originating  calls  and  10  per  cent. 
on  destinating  calls  offered  by  the  Lincoln  Telephone  and  Telegraph  Com- 
pany are  reasonable,  the  Legislature  of  1911  having  fixed  those  percentages 
as  the  commis^tm  to  be  allowed ; 

355 


:v  Google 


356  Nebraska  State  Railway  Commission. 

That,  irrespective  of  the  merits  of  the  case,  the  respondent  would  be 
compelled  to  make  the  connection  under  Section  1,  Chapter  79,  of  the  Ses- 
sion Laws  of  ]913: 

That  the  respondent  should  be  required  to  establish  physical  connection 
with  the  Lincoln  Telephone  and  Telegraph  Company  and  that  the  latter 
company  should  bear  the  expense  of  making  such  connection. 

An  order  was  entered  directing  the  respondent  to  make  the  connection 
end  furnish  long  distance  service.* 

Appbakancbs  : 

Wesley  M.  Fulton  and  George  Sutter,  for  complainants. 
U.  E.  Sackett,  for  respondent. 

OPINION  AND  ORDER. 

Clabke,  Commissioner: 

Tlie  cotupluinants  herein,  snbscribers  and  stockholders  of 
the  Liberty  Independent  Telephone  Company  of  Liberty,  Ne- 
braska, complain  in  that  the  said  telephone  company  fails 
and  refuses  to  furnish  long  distance  service  to  its  subscribers, 
notwithstanding  the  willingness  of  the  Lincoln  Telephone 
and  Telegraph  Company  to  connect  its  long  distance  lines 
with  theip  switchboard  on  the  usual  terms  under  standard 
contract,  similar  to  that  prevailing  in  long  distance  and 
local  exchanges  throughout  the  State. 

Upon  the  filing  of  the  complaint,  the  Commission  issued 
its  order  upon  the  Liberty  Independent  Telephone  Company 
to  satisfy  the  complaint  or  appear  at  the  oflSce  of  the  Com- 
mission and  show  cause.  On  March  fourth,  1913,  a 
bearing  was  held  in  the  office  of  the  Commission,  .at 
which  the  complainants  and  respondent  appeared  in  {)erson 
end  were  represented  by  counsel.  Fi-om  the  evidence  it  ap- 
pears that  'i-eapondent  company  lias  293  subscribers,  182 
of  which  are  stockholders,  and  that  a  petition  signed  by  95 
of  the  stockholders  was  presented  to  one  of  the  oflScers  of 
the  company,  petitioning  for  long  distance  service.  A  re- 
monstrance was  also  filed  with  the  Commission,  signed  by  17 
of  the  stockliolders. 

There  is  at  pre.'<ent  some  long  distance  service  furnished 
by  this  company,  through  the  Blue  Springs  exchange,  with 

•Editor's  headnote. 
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wliich  this  company  has  a  free  interchaiige  of  service,  such 
long  distance  service  going  through  Burchard  and  Pawnee 
and  east.  The  subscribers,  however,  of  the  respondent  com- 
pany are  nnable,  except  upon  rare  occasions,  tu  reach 
Beatrice,  Wymore,  Omaha  or  points  beyond.  It  was  stipu- 
lated at  the  hearing,  that  the  Lincoln  Telephone  and  Tele- 
graph Company,  who  was  not  a  party  to  the  proceedings 
nor  appeared  thereat,  had  offered  and  wafi  still  willing  to 
connect  its  long  distance  lines  with  respondent  company's 
switchboard,  and  prepare  for  long  distance  service  on  the 
basis  of  15  per  cent  commission  on  outgoing  and  10  per  cent 
on  incoming  calls,  from  and  to  the  respondent  company,  with 
a  maximuTn  of  15  cents  commission  on  any  one  call,  and  that 
no  commission  should  be  paid  to  the  respondent  party  on 
messages  passing  over  lines  of  foreign  companies,  except  on 
such  portion  of  such  charge  as  would  accrue  to  the  Lincoln 
Telephone  and  Telegraph  Company. 

The  respondent  company  is  a  semi-mutual  company,  fur- 
nishing service  on  a  grounded  circoit  system.  Its  subscrib- 
ers are  permitted  to  furnish  their  own  telephones,  and  while 
the  standard  of  the  telephone  instruments  is  entirely  within 
the  control  of  the  Board  of  Directors,  telephone  instruments 
of  different  capacity  are  used. 

It  developed  at  the  hearing  that  a  difference  of  opinion 
existed  among  the  stockholders  with  reference  to  the  desira- 
bility both  from  a  service  standpoint  and  the  standpoint 
of  return  to  respondent  company,  on  the  proposed  long  dis- 
tance connections.  Those  opposed  to  the  connection  in  ques- 
tion contended  as  follows : 

First,  they  imagine  that  the  connection  of  long  distance 
wires  with  their  switchboard,  thereby  furnishing  long  dis- 
tance service  to  their  subscribers,  would  eventually  result 
in  the  prevention  of  their  entering  into  arrangements  or 
agreements  with  other  exchanges  for  the  free  interchange 
of  service  between  such  exchanges. 

This  contention  is  without  justification,  as  the  Commis- 
sion has  held  uniformly  that  where  two  companies  operiit- 
ing  exchanges  in  neighboring  towns  or  localities  desire  to 
enter  into  an  arrangement  for  free  interchange  of  business 
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without  additional  charge  between  the  two  exchanges,  they 
will  be  permitted  so  to  do  without  interference  bj  the  Com- 
mission, where  there  is  no  unjust  or  nureasonable  discrimi- 
nation. 

Second,  it  was  contended  that  the  physical  connection  at 
their  switchboard  for  long  distance  lines  would  necessitate 
the  reconstruction  of  their  plant,  and  the  converting  of  the 
same  from  a  grounded  circuit  system  into  a  metallic  circuit 
system,  and  that  subscribers  on  their  party  line,  availing 
themselves  of  the  long  distance  service,  would  seek  to  use 
telephone  instruments  of  a  higher  power  and  grade  than  other 
parties  on  the  same  line,  and  to  that  extent  cause,  the  com- 
pany additional  expense  and  depreciate  the  character  of  the 
service. 

This  contention  is  likewise  without  justification.  A  con- 
nection of  the  long  distance  lines  with  respondent  company 
will  not  necessitate  the  converting  of  its  grounded  system 
into  a  metallic  circuit  system.  As  previously  stated,  the 
character  of  instruments  used  by  respondent's  subscribers 
is  entirely  within  the  control  of  its  Board  of  Directors.  It 
further  appeared,  as  testified  to  by  the  president  of  the  com- 
pany, who  had  served  on  the  Board  of  Directors,  or  as  presi- 
dent, for  the  past  ten  years,  since  the  organization  of  the 
company,  that  satisfactory  long  distance  service  had  been 
furnished  with  the  existing  equipment  and  plant  of  the 
company. 

Third,  it  was  contended  that  the  percentage  or  commis- 
sion submitted  to  respondent  company  for  its  remuneration 
in  handling  the  long  distance  business  originating  or  desti- 
nating  on  its  exchange,  was  insufficient  and  inadequate. 
This  contention  was  based  largely  on  the  fact  that  these 
commissions  were  being  paid  to  a  local  representative  of 
the  long  distance  company,  in  whose  store  the  long  distance 
booth  had  been  placed,  and  that  the  telephone  company  not 
only  performed  the  same  service  to  the  party  in  question, 
but  furnished  its  entire  sytem. 

It  is  unnecessary  for  the  Commission  to  comment  at  length 
on  this  contention.  The  benefit  accruing  by  reason  of  the 
connection,  so  far  as  the  putting  up  of  long  distance  calls, 
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is  reciprocal,  iu  tliat  it  eaves  tbe  necessity  of  subscribers 
of  tbe  respondent  company  from  coming  into  town  to  tbe 
telephone  bootb  to  put  in  or  answer  long  distance  calls. 

The  reasonableness  of  tbe  rate  bas  itself  been  determined 
by  tbe  Legislature  of  1911,  whicb  bas  fixed  the  commission 
to  be  allowed  at  15  per  cent  on  originating  calls  and  10  per 
cent  on  destinating  calls.  (Section  3,  Chapter  79,  Session 
Laws  of  Nebraska  for  1913.) 

Fourth,  it  was  contended  that  tbe  handling  of  local  serv- 
ice would  be  slowed  up  by  the  time  of  the  operator  being 
taken  up  handling  tbe  long  distance  calls.  Tbe  respondent 
company  is  at  present  having  two  operators  to  handle  its 
business  on  a  six.ty  drop  board.  From  the  experience  and 
knowledge  of  the  Commission  bad  in  these  matters,  it  is 
clear  that  unless  the  toll  business  at  this  exchange  is  con- 
siderably greater  than  that  usually  handled  at  such  ex- 
changes, an  operator  at  a  board  of  this  size  could  handle 
the  service  promptly  without  detriment  to  the  local  service. 
In  fact,  tbe  president  of  the  company  testified  that  in  the 
opinion  of  one  of  tbe  operators  at  least,  the  handling  of  the 
traffic  of  tbe  company  could  be  facilitated  by  tbe  installation 
of  a  long  distance  connection,  inasmuch  as  it  would  relieve 
certain  already  overloaded  lines  between  respondent's  ex- 
change and  that  of  Blue  Springs. 

Irrespective  of  what  the  Commission's  conclusions  might 
be  on  the  merits  of  the  case,  tbe  respondent  company  would 
be  compelled,  under  the  terms  of  Section  1,  Chapter  79,  of 
the  Session  Laws  of  Nebraska  for  tbe  year  1913,  to  make  the 
connection  and  furnish  the  service  herein  petitioned  for  by 
complainant,  said  section  being  as  follows: 

"Any  telephone  company,  corporation,  association,  person  or  persons 
doing  a  public  telephone  'business  in  the  State  of  Nebraska  shall  take  the 
csJIs  or  messages  coming  from  any  other  telephone  company,  corporation, 
association,  person  or  persons,  and  so  switch  and  connect  its  wires  that 
such  telephone  message  from  any  point  in  Nebraska  may  be  delivered  to 
any  subscriber  served  by  its  telephone  exchange  or  switched  through,  so 
that  any  message  may  be  passed  on  to  another  exchange  over  such  trunk 
or  toll  lines  as  may  be  available  and  designated  by  the  exchange  or  switch- 
ing station  where  the  call  originated,  regardless  of  the  ownership  of  such 
lines.  And  such  telephone  company,  corporation,  person  or  persons  shall 
also  take  calls  from  its  subscribers  and  public  pay  stations  and  pass  such 
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calls  through  its  exchange  toward  destination  and  over  the  lines  and  the 
route  designated  by  the  person  making  such  telephone  call  if  there  be  com- 
peting lines  existing  between  such  points.  Provided,  That  in  case  the  per- 
son making  such  telephone  call  does  not  designate  a  route  (or  such  mes- 
sage, or  that  no  competing  lines' exist  between  points  of  origination  and 
destination,  then  the  company  may  by  its  operator -at  originating 'point 
make  such  designation  of  route,  but  calls  or  messages  must  be  switched 
through  to  destination  if  the  point  be  reached  by  any  connecting  wires." 

The  Commiseion  therefore  finds  that  the  respoudent  com- 
pany should  be  re(iuired  to  make  a  physical  connection  with 
the  long  distance  lines  of  the  Lincoln  Telei^one  and  Tele- 
graph Company  at  its  switchboard,  the  expense  of  such  con- 
nection to  be  borne  by  the  Lincoln  Telephone  and  Telegraph 
Company.  In  the  event  of  failure  of  the  parties  to  agree 
on  the  terms  of  the  contract  for  the  handling  of  this  service, 
to  be  entered  into  by  and  between  the  parties,  the  Commis- 
sion will  approve  the  contract  submitted  at  the  hearing, 
marked  Exhibit  6,  with  the  exception  of  Section  5,  which, 
in  the  opinion  of  the  Commission,  should  be  eliminated. 

ORDER. 

/(  is  therefore  ordered.  By  the  Nebraska  State  Railway 
Commission,  that  the  Liberty  Independent  Telephone  Com- 
pany be,  and  the  same  is,  hereby  directed,  on  or  before  July 
10,  to  connect  its  switchboard  at  Liberty,  Nebraska,  with  the 
long  distance  lines  of  the  Lincoln  Telephone  and  Telegrapii 
Company ;  to  put  up  long  distance  calls  from  and  to  its  sub- 
scribers originating  or  destinating  on  its  lines  and  passing 
over  the  lines  of  the  Lincoln  Telephone  and  Telegraph  Com- 
panyi  without  unreasonable  delay;  to  keep  an  accurate  ac- 
count of  such  calls  and  make  collections  originating  on  its 
lines,  chargeable  to  its  subscribers,  on  a  basis  of  15  per  cent, 
commission  on  all  outgoing  calls  and  10  per  cent,  on  in- 
coming calls. 

Made  and  entered  nt  Lincoln,  Nebraska,  this  ninth  day  of 
June,  A.  D.  1913. 
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In  the  Matter  of  the  Application  of  the  Cuming  County 
Independent  Telephone  Company  of  Wisner  fok  Au- 
thobity  to  Establish  an  Additional  Rate  Covbbing 
Individual  Farm  Line  Service. 

Decided  June  i6,  igij. 

Application  No.  1798. 

Rates  for  Farm  Line  Service— Construction  and  Maintenance  of  Line. 

ORDER. 

WnBRE.\s,  The  Cuming  County  Independent  Telephone 
Company  of  Wisner  has  made  application  to  the  Nebraska 
State  Railway  Commission  for  authority  to  establish  an 
additional  rate  covering  individual  farm  line  service  as  fol- 
lows : 

''Applicant  is  to  furnish  all  wire  and  labor  necessary  to  build  line  from 
applicant's  liome  to  city  limits  and  thereafter  pay  a  hitching  charge  oi 
one  and  one-half  cents  per  hitch  for  pin  space  per  year.  After  such  line 
is  completed  it  shall  be  maintained  by  the  company.  The  rental  shall  be 
the  same  as  individual  and  party  Hue  service  in  city  limits,  namely,  $3.00 
per  month  for  individual  service;  $1.75  per  month  for  two-party  service; 
$1.50  per  month  for  four-party  service." 

And  it  appearing  to  the  Commission,  upon  due  investlga-  ' 
tion  and  consideration,  that  the  application  is  reasonable 
and  warranted  by  existing  conditions, 

It  is  ordered,  By  the  Nebraska  State  Railway  Commission, 
that  the  desired  authority  be,  and  the  same  is,  hereby  granted, 
subject  to  complaint,  the  new  rate,  to  become  effective  from 
and  after  July  1, 1913. 

Made  and  entered  at  Lincoln,  Nebraska,  this  sixteenth 
day  of  June,  1913. 
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In  the  Matteb  of  the  Application  of  the  Dobsey  Tele- 
phone Company^  of  Dorsey,  foe  Authobity  to  Lower 
Its  Schedule  of  Rates. 

Decided  June   ig,   i^jj. 

Application  No.  1800. 

Decreue  in   Kates— Rates   to    Subscribers   Owning   Instmmenta. 

ORDER. 

Whekeas,  Dorsey  Telephone  Company  of  Dorsey,  has  made 
application  to  the  Nebraska  State  Railway  Commission  for 
authority  to  lower  its  schedule  of  rates  from  tl-25  per  month 
to  11.00  per  month  for  subscribers  who  do  not  own  their 
own  'phones',  and  from  $1.00  per  month  to  seventy-five  cents 
per  month  for  subscribers  owning  their  own  'phones ; 

And  it  appearing  to  the  Commission,  upon  due  investiga- 
tion and  consideration,  that  the  application  is  reasonable 
and  is  in  line  with  the  wishes  of  the  company, 

/*  is  ordered,  By  the  Nebraska  State  Railway  Commission, 
that  the  desired  authority  be,  and  the  same  is,  hereby  granted, 
the  new  rates  to  become  effective  from  and  after  July  1,  1913. 

Made  and  entered  at  Lincoln,  Nebraska,  this  nineteenth 
day  of  June,  1913. 

In  the  Matter  op  the  Application  of  the  I>incoln  Tele- 
phone AND  Telegraph  Company  foe  Authority  to  Es- 
tablish A  Toll  Rate  of  Ten  Cents  between  Mead  and 
Yutan. 

Application  No.  1813. 
Decided  July  8,  1913. 

Snbatitution  of  Direct  Toll  Service  for  Messenger  Service^ Adjustment 
of  Rate. 


Whereas,,  the  Lincoln  Telephone  and  Telegraph  Company 
has  made  application  to  the  Nebraska  State  Railway  Com- 
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missiou  for  autliority  to  eetablish  a  toll  rate  of  ten  cents 
between  Mead  and  Yntan; 

And  it  appearing  to  the  Commission,  upon  dne  investi- 
gation and  consideration,'  that  past  service  between  Mead 
and' Yntan  has  been  bandied  tbrongh  booths  on  a. basis  of 
five  cents  for  line  chaise  and  teu  cents  for  messenger  serv- 
ice, making  a  total  charge  of  fifteen  cents,  and  that  recently 
the  lines  have  been  connected  directly  to  the  respective  swltch- 
bdards,  so  that  subscribers  can  now  talk  to  each  other  direct, 
and  that  the  application  is  reasonable  and  warranted  by  ex- 
isting conditions, 

/*  i*  ordered.  By  the  Nebraska  State  Railway  Commission, 
that  the  desired  authority  be,  and  the  same  is  hereby  granted, 
the  new  rate  to  become  effective  from  and  after  July  12, 1913. 

Made  and  entered  at  Lincoln,  Nebraska,  this  eighth  day  of 
July,  1913. 


In  the  Mattbb  of  the  Application  of  the  Lincoln  Tele- 
phone AND  Telegraph  Company  fob  Authobity  to 
Purchase  the  Stocks  and  Bonds  of  the  Hastings 
Independent  Telephone  CompanYj  the  Pillmobb 
Codntt  Tblbphone  Company  and  the  DbWitt  Tele- 
phone Company. 

Application  No.  1733. 
Decided  July  8,  1913. 

Purchase  of  Stocks  snd  Bonds  of  Other  Compsnies. 

ORDER. 

This  matter  coming  on  to  be  heard  on  the  application 
of  the  Lincoln  Telephone  and  Telegraph  Company  to  pur- 
chase the  stocks  and  bonds  of  the  Hastings  Independent 
Telephone  Company  in  the  sum  of  |134,084.97,  the  Fillmore 
County  Telephone  Company  in  the  sum  of  tJ:l,522:24,  and 
the  DeWitt  Telephone  Company  in  the  sum  of  |22,525.00, 
total  $198,132.21,  and  due  notice  having  been  given,  upon 
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hearing  liad  and  investigation  made,  and  the  Commission 
lieing  duly  advised  in  tbe  premises,  finds  tiiat  the  {tetition 
herein  should  be  approved. 

It  is  therefore  ordered,  That  tiie  Lincoln  Telephone  and 
Telegraph  Company  be,  and  tbe  same  is  hereby,  authorized 
to  purchase  the  stocks  and  bonds  and  property  of  the  Hast- 
ings Independent  Telephone  Company,  tbe  Fillmore  County 
Telephone  Company  and  the  DeWitt  Telephone  Company, 
at  a  price  not  to  exceed  $198,132.21. 

Made  and  entered  at  Lincoln,  Nebraska,  this  eighth  day 
of  July,  1913. 
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Railroad  CommisBion. 

In  re  Taeiff  Piled  by  The  Pacific  Telephone  and  Tei^- 
OEAPH  Company. 

Dated  January  2,   igt^. 

Through  Rates— Cost  of  Serricc — Combinstioli  of  Locals — Violatiotii  of 
Long  and  Short  Haul  Clause. 

The  tariff  filed  by  The  Pacific  Telephone  and  Telegraph  Company  was 
approved  tentatively  with  the  objection  that  the  rates  were  based  on  the 
combination  of  the  local  rates.  The  Commission  expressed  its  opinion  that 
a  through  rate  should  he  less  than  the  sum  of  the  local  rates  for  the  reason 
that  the  unit  cost  of  service-  decreases  as  the  distance  increases.  The  Com- 
mission also  requested  information  as  to  certain  apparent  violations  of  the 
long  and  short  haul  clause  of  the  statute,* 

We  have  your  letter  of  December  21,  advising  that  your 
compaDj  is  desirous  of  openiDj;  an  office  at  Imlay,  Humboldt 
County,  Nevada,  and  asldng  tliin  Commissiou  to  approve  the 
tariff  which  was  enclosed  with  the  letter. 

The  tariff  is  hereby  tentatively  approved  and  in  connec- 
tion therewith  the  same  objection  is  raised  to  this  tariff  as 
was  raised  to  former  tariffs  which  you  have  filed  for  service 
between  Reno,  Carsou  City,  Hazeu,  Lovelock  and  Winne- 
mucca  some  time  since.  The  objection  is  made  on  the  ground 
that  the  tariff  is  made  up  upon  the  full  combination  of 
locals,  a  thing  that  is  practically  unpreceileuted  in  rate-mak- 
ing to-day.  For  example :  we  do  not  think  that  the  local  rate 
from  Carson  City  to  Reno,  plus  the  local  rate  from  Keno  to 
Hazen,  plus  the  local  rate  from  Hazen  to  Ijovelock  and  plus 
the  local  rate  from  Lovelock  to  Winnemucca  is  fair,  or  that 
it  provides  a  just  and  reasonable  rate  for  the  service.  This 
is  based  upon  the  theory  that  as  the  distance  increases,  the 
unit  cost  of  the  service  decreases  and  that  it  should  therefore 

'Editor's  faeadnote. 
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be  reflected  in  tlie  rate  by  providing  a  tbrough  joint  rate 
which  is  something  less  than  tbe  sum  of  the  locals.  A  further 
objection  to  the  tariff  is  with  respect  to  the  charges  named 
between  poiuts  intermediate  to  Reno  and  Imlay  for  telegraph 
service.  Some  of  these  rates  are  upon  the  basis  of  25-2, 
while  others  are  50-4.  Will  jou  kindly  advise  why  there 
is  this  discrepancy  in  tbe  rates  and  especially  in  view  of  the 
fact  that  some  of  the  points  carrying  the  50-4  rate  are  "short 
haul"  points,  while  the  25-2  rate  is  named  to  "long  haul" 
pointii,  which  upon  its  face  is  a  violation  of  the  long  and  short 
haul  clause  of  the  Railroad  Commission  law  (See  Section 
7)?t 

tinformal  ruling  contained  in  a  letter  of  the  Commission,  dated  January 
2,  1913,  addressed  to  E.  C.  Bradley,  Vice-President  and  General  Manager, 
The  Paci6c  Telephone  and  Telegraph  Company  and  issued  over  the  signa- 
ture of  the  First  Associate  Commissioner. 
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NEW  JERSEY. 

Board  of  Public  Utility  Coniniissioners. 

In  the  Matteb  of  the  Application  of  the  Eastern  Tele- 
phone AND  Telegraph  Company  fob  Appboval  of  Two 
Ordinances  Parsed  Respectively  by  the  Freeholders 
op  Oapb  May  County  and  by  the  Bobough  of  Avalon. 

Decided  May  ig,  1913. 

Public  CoaTcnience  and  NecessitT — Power  of  Commiuioa  to  Withhold 
Approval  of  Ordinance  Granting  Franchii«— Invasion  of  Occupied 
Field— Adequate  Service  of  Utility  in  Field^Duplication  of 
Facilitiea — Advantages  of  Monopoly. 
If  this  Board  has,  as  it  concludes,  jurisdiction  in  the  case,  it  is  required 
to  grant  its  approval  only  where  it   determines  that  the  privilege   or   fran- 
chise is  necessary  and  proper  for  the  public  convenience,  and  properly  con- 
serves the  public  interests,  and  in  approving,  upon  such  determination,  it 
may  impose  such  conditions  as    to   construction,   equipment,    maintenance, 
service  or  operation  as  the  public  convenience  and  interests  may  reasonably 

Where  it  determines  that  the  privilege  or  franchise  is  not  necessary  or  is  ■ 
not  proper  for  the  public  convenience,  or  does  not  properly  conserve  the 
public  interests,  no  obligation  is  imposed  upon  this  Board,  nor  is  it  within 
its  power  to  approve.  The  general  consideration  in  favor  of  unified  or  com- 
prehensive operation  of  public  utilities,  as  against  rival  service  in  the  same 
locality,  are  perhaps  stronger  in  the  case  of  telephone  service  than  in  the 
case  of  other  utilities. 

The  Board  finds  that  the  two  ordinances  submitted  for  its  approval  in  this 
proceeding  srre,  neither  of  them,  necessary  and  proper  for  the  public  con- 
venience, and  that  said  ordinances  fail  properly  to  conserve  the  public 
interests. 

Approval  of  the  ordinances  is  withheld. 

Appearances  : 

Jesae  Collins  Jones,  for  the  petitioner. 

Robert  V.  Marye.  for  tlie  Delaware  and  Atlantic  Telegraph 
and  Telephone  Company,  objectors. 
REPOKT. 

This  application  seeks  approval  of  two  ordinances  adopted 
respectively  by  the  Borough  of  Avalon  and  the  Board  of 
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Clioseii  Freeholders  of  the  County  of  Cape  May,  granting 
"oonsent  aud  peruiissiou"  to  Eastern  Telephone  and  Tele- 
graph Coniitauy  tu  ei-eot  and  consti'uvt  poles,  etc.,  for  its  lines 
upon  certain  higliways. 

Hearing  was  had  upuii  the  applioation,  December  17,  1912; 
testinHHiy  was  taken,  and  a  brief  was  later  filed  by  the  peti- 
tioner.    The  objector  waived  its  right  to  snbuiit  a  brief. 

Two  (jucstions  are  involved  in  the  application. 

The  first  pertains  to  the  power  of  this  Hoard  under  Cliapter 
195,  in,  U,  of  tlie  haw8  of  1911,  wholly  to  withhold  its  ap- 
proval of  the  ordinances  under  consideration. 

The  Dccond  is  whether  competing  teleph<uie  service,  when 
permission  therefor  is  accorded  by  ordinance,  is  necessary 
and  proper  for  tlie  public  convenience  and  properly  conserves 
the  public  interests. 

1.  The  applicant  contends  that  this  Hoard  in  acting  upon 
the  application  herein  cannot  legally  withhold  its  approval 
in  such  wise  as  to  deny  wholly  the  right  to  build  the  lines  to 
which  the  ordinances  relate,  and  that  it  is  confined  to  a  re- 
view, or  suspensive  veto,  of  the  technical  aspects  of  construc- 
tion, location  and  similar  details. 

This  contention  is  based  on  Section  8  of  the  Telegraph 
Act  as  amendeil  by  Chapter  19*1  of  the  Laws  of  1909, 

The  claim  is  made  that  this  section  as  amended  imposes, 
mandatorily,  upon  the  governing  l>ody  of  any  municipality  of 
this  State,  the  duty  to  designate  by  ordinance  or  resolution 
some  feasible  route  for  a  local  line  or  system  when  proper 
application  has  been  made  tlierefor,  and  that  such  governing 
body  has  no  discretion  as  to  whether  or  not  it  will  make  such 
designation,  but  that  its  discretion  is  confined  to  determining 
a  feasible  route. 

The  contention  made  as  to  the  limitations  upon  the  power 
of  this  Board  in  the  premises  is  built  «pon  the  construction 
claimeil  for  Section  8  of  the  Telegraph  Act,  as  amended. 

The  argument  advanced  is  that  as  the  governing  body  has 
no  discretion  as  to  whether  or  not  it  will  make  a  designation, 
this  Board  has  likewise,  in  so  far,  no  discretion,  and  is  with- 
out power  to  witlihold  its  approval  in  snch  a  way  as  to  deny 
wholly  the  construction  of  the  lines  to  which  the  orciiiiances 
relate.  L. 
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Consideration  of  the  statutes  liefore  referred  to  lead  tliis 
Board  to  decline  to  acquiesce  in  the  soundness  of  this  argu- 
ment 

The  lines  to  which  the  ordinances  relate  are  not  to  consti- 
tute, exclusively,  part  of  a  through  line  or  system,  but  of  a 
local  line  or  system. 

Section  8  of  the  Telegraph  Act,  as  amended,  dtfaws  a  sharp 
distinction  between  a  through  line  or  system  and  a  local  line 
or  system. 

It  defines  a  through  line  or  system  as  one  used  strictly  for 
through  business. 

It  provides,  with  respect  to  such  a  line,  that  notliing  therein 
contained  shall  require  permission  by  ordinance  or  resolution 
to  be  obtained  from  the  governing  body  of  any  municipality 
to  erect,  construct,  lay  and  maintain  the  necessary  poles, 
wires,  conduits  and  other  fixtures^ 

As  to  such  a  line  it  imposes  upon  the  governing  body  to 
which  application  therefor  is  made  tlie  duty  to  designate  by 
resolution  the  streets,  etc.,  in,  upon,  along,  over  or  under 
which  the  poles,  etc.,  are  to  be  constructed,  and  the  manner 
of  placing  the  same. 

The  duty  of  the  governing  body  to  make  such  designation 
is  mandatory  and  may  be  enforced  by  mandamus.  New 
Jersey  Telephone  Company  vs.  Mayor  and  Council  of  Hound 
Hrook,  66  N.  J.  L.  168.  The  action  of  the  governing  body 
upon  application  for  such  designation  is  not  governed  by  the 
provisions  of  the  statute  commonly  known  as  the  "Limited 
Franchise  Act"  (Chapter  36,  Laws  1906).  The  latter  statute 
is  applicable  only  where  by  law  tlie  consent  of  tlie  munici- 
pality is  required  for  the  use  of  tlie  streets,  etc.,  and  Section 
8  of  the  Telegraph  Act,  as  amended,  which  is  now  under  con- 
sideration, expressly  provides,  as  before  stated,  that  the  per- 
mission of  the  municipality  shall  not  be  rc<]uisite  in  the  con- 
struction of  a  through  line  or  system.  Hudson  and  M.  T. 
and  T.  Co.  vs.  Township  Committee  of  Linden  Township, 
76  Atl.  Rep.  445. 

Ab  to  a  local  line  or  system.  Section  8  of  the  Telegraph  Act, 
as  amended,  expressly  provides  that  no  pole  shall  Ite  erected, 
nor  shall  any  conduit,  wire,  or  other  fixtures  be  constructed. 
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or  erected  in,  upon,  along,  over  or  under  any  of  the  public 
streets  of  any  municipality  without  first  obtaining  from  the 
governing  body  of  such  municipality  permission  therefor  by 
ordinance  or  resolution  and  a  designation  therein  of  the 
streets,  etc.,  in  which  the  poles,  etc.,  shall  be  erected  and  con- 
structed ;  and  also  a  designation  in  such  ordinance  or  resolu- 
tion of  the  manner  of  placing  the  same,  and  of  the  particular 
location  thereof  in  such  streets. 
It,  however,  provides  that: 

"Where  application  is  made  to  the  guverning  body  of  any  municipality 
•  "  •  for  permission  to  ereci  •  •  "  poles  •  •  •  for  any  local 
line  or  system  "  •  *  it  shall  be  the  duty  of  such  governing  body  to 
designate  by  ordinance  or  resolution  some  feasible  route  •  •  •  for  such 
local  line  or  system." 

The  claim  of  the  applicant  is  that  the  last  quoted  words  of 
the  section  impose  upon  the  governing  body  of  the  munici- 
pality, mandatorily,  tlie  duty  to  designate  some  feasible  route 
for  a  local  line  or  system  when  application  is  properly,  made 
therefor. 

To  admit  this  claim  would  be  to  say  that  the  Legislature  in 

amending  Section  8  of  the  act  made  no  distinction  between  a 

-    through  line  or  system,  and  a  local  line  or  system,  and  that, 

with  respect  to  both,  the  municipality  is  without  discretion 

as  to  whether  it  will  make  a  designation  of  route. 

The  section  as  a  whole  admits  of  no  such  interpretation. 

It  defines  a  through  line  or  system,  and  distinguishes  it 
from  a  local  line  or  system. 

As  to  tlie  former,  it  expressly  provides  that  municipal  per- 
mission shall  not  be  required.  As  to  the  latter  it  in  terms 
requires  tliat  municipal  permission  lie  obtained. 

It  further  explicitly  provides  that  a  througli  line  or  system 
shall  in  no  event  be  used  for  local  business,  or  in  any  case  as  a 
local  line  or  system,  or  as  a  part  of  any  local  line  or  system, 
without  having  first  obtained  permission  by  ordinance  or 
resolution  for  such  local  use  or  as  such  a  local  line  as  there- 
inbefore provided. 

Tlie  last  quoted  words  are  given  full  effect  if  they  be  con- 
strued as  requiring  the  governing  body,  if  it  determines  to 
grant  permission  for  the  construction  of  a  local  line  or  sys- 
tem, to  designate  some  feasible  route. 
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This  is  the  conatrueliou  we  adopt. 

It  seems  to  us  to  accord  with  the  general  legislative  iotent. 

As  to  the  through  line  or  system  it  denies  to  the  munici- 
pality the  power  to  refuse  to  designate  a  route. 

As  to  the  local  line  or  system  it  recognizes  the  possession  of 
such  power  by  the  municipality. 

As  to  the  through  line  or  system  it  requires  the  designation 
by  the  municipality  of  a  feasible  route. 

As  to  the  local  line  or  system  it  requires  that  where  the 
municipality  in  its  discretion  makes  designation  of  a  route, 
the  route  shall  be  feasible. 

It  leaves  the  designation  of  a  route  by  the  municipality  for 
a  throngh  line  or  system  outside  the  scope  of  the  Limited 
Franchise  Act,  but  brings  the  action  of  the  municipality  as 
to  a  local  line  or  system  within  the  operation  of  that  act. 

Such  construction  likewise  accords  with  the  uniform  prac- 
tice of  companies  and  municipalities  with  respect  to  grants 
of  permission  for  the  construction  of  local  lines  or  systems 
since  the  enactment  of  the  LimiteO  Franchise  Act  As  in 
the  case  of  the  ordinances  under  consideration,  the  provisions 
of  that  act  have  been  uniformly  observed. 

The  question  as  to  whether  a  municipal  ordinance  desig- 
nating a  route  for  a  through  line  or  system  requires  for  its 
validity  the  approval  of  this  Hoard  under  Chapter  195,  III, 
24,  of  the  Laws  of  1911,  is  not  now  before  tlie  Hoard,  and 
need  not  be  decided. 

Whether  an  ordinance  granting  peririission,  and  designat- 
ing a  route,  for  a  local  line  or  system,  requires  for  its  validity 
the  approval  of  this  Board,  is  the  question  to  tiie  determina- 
tion of  which  we  confine  ourselves. 

If  we  are  correct  in  our  conclusinn  that  municipal  permis- 
sion is  necessary  for  the  location  and  construction  of  a  local 
line  or  system,  acquisition  of  the  right  to  construct  such  a 
line  is  dependent  upon  obtaining  such  permission.  Such  per- 
mission, when  granted,  seems  to  us  to  involve  the  grant  by  a 
political  subdivision  of  the  State  of  a  privilege  or  franchise 
to  use  of  the  public  streets  and  to  fall  within  the  provisions 
of  Laws  of  1911,  Chapter  195,  III,  24,  making  the  approval 
of  this  board  requisite  to  the  validity  of  such  a  grant. 
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Any  other  construction  would  leave  tliis  Board  wholly  with- 
out jurisdiction  to  eutertaio  the  pending  applicatioD. 

If  this  Hoard  has,  as  it  concludes,  jurisdiction  in  the  case, 
it  is  required  to  grant  its  approval  only  where  it  determines 
that  the  privilege  or  franchise  is  necessary  and  proper  for  the 
public  convenience,  and  properly  conserves  the  public  inter- 
ests, and  in  approving,  upon  such  determiuation,  it  may  im- 
pose such  conditions  as  to  coustruction,  equipment,  mainten- 
ance, service  or  operation  as  the  public  convenience  and  in- 
terests may  reasonably  require.  Where  it  determines  that 
the  privilege  or  franchise  is  not  necessary  or  is  not  proper 
for  the  public  convenience,  or  does  not  properly  conserve 
the  public  interests,  no  obligation  is  imposed  upon  this  Board, 
nor  is  it  within  its  power  to  approve. 

T)ie  power  of  this  Hoard  to  grant  or  withhold  such  ap- 
proval is  limited  only  by  the  necessity  of  making  the  deter- 
mination specified. 

It  is  further  contended  by  the  applicant  that  prior  to  the 
enactment  of  Chapter  193,  of  the  Laws  of  1911,  the  applicant 
had  been  organized  under  the  Telegraph  Act;  that  the  statute 
uuder  which  it  was  organized  granted  to  it  the  right  to 
occupy  the  public  highways;  that  to  impose  upon  the  exercise 
of  this  right  the  necessity  of  obtaining  the  approval  of  this 
Board  is  to  deprive  the  applicant  of  property  without  due 
process  of  law,  in  violation  of  the  Fourteenth  Amendment 
of  the  United  States  Constitution. 

Having  determined  that  the  Legislature  did  in  fact  require 
that  the  approval  of  the  ordinance  in  question,  by  this  Board, 
be  obtained,  we  do  not  conceive  it  to  be  our  function  to  pass 
upon  the  constitutionality  of  such  requirement.  The  ques- 
tion so  raised  must  be  determined  by  some  judicial  tribunal, 
and  not  by  this  administrative  Board. 

While  what  has  been  hereinbefore  said  is  specifically  ap- 
plicable to  the  ordinance  adopted  by  the  Borough  of  Avalon, 
it  is  also  applicable  to  the  ordinance  adopted  by  the  Board 
of  Chosen  Freeholders  of  the  County  of  Cape  May,  for  Sec- 
tion 8  of  tlie  Telegraph  Act,  as  amended,  makes  its  provisions 
relating  respectively  to  tliroiigli  lines  and  systems  and  local 
lines  and  systems,  applicable  to  county  roads  and  applicable 
to  Boards  of  Chosen  Freeholders. 
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We  conclude  that  the  two  ordinances  liereiu  submitted  for 
approval  may  he  approved  or  disapproved  in  their  entirety, 
according  as  the  privileges  or  francliises  they  convey  are 
detpnnined  to  be  or  not  to  be  necessary  and  proper  for  tlie 
public  convenience,  and  according  as  tliey  do  or  do  not  prop- 
erly conserve  the  public  interests. 

2.  The  application  for  the  approval  of  these  two  ordi- 
nances raises  explicitly  the  issue  whether,  in  territory  now 
served  adequately  by  one  telephone  company,  it  is  necessary 
and  proper  for  the  public  convenience,  and  whether  it  prop- 
erly conserves  the  public  interests,  to  admit  a  competing 
telephone  service. 

The  general  considerations  in  favor  of  unified  and  compre- 
iietisive  operation  of  public  utilities,  as  against  rival  service 
in  the  same  locality,  are  perhaps  stronger  in  the  case  of  tele- 
phone service  than  in  the  case  of  other-public  utilities.  To 
the  consumer  of  gas,  water  or  electric  current  it  usually 
matters  but  little,  directly,  whether  his  neighbors  take  serv- 
ice from  the  same  source  of  supply.  In  telephone  service, 
however,  intercommunication  is  the  heart  of  the  matter. 
Bubscribers  to  rival  exchanges  in  the  same  community  are 
separated  from  each  other,  except  under  the  penalty  of  sub- 
scribing to  both  companies.  The  communication  of  the  Mer- 
chants' Association  of  New  York  addressed  on  June  29,  1905, 
to  the  Hoard  of  Estimate  and  Apportionment  in  opposition 
to  the  grant  of  a  franchise  to  any  independent  company  in 
that  city,  puts  the  matter  in  a  nut  shell,  where  it  says: 

"Competition  in  telephone  service  rfoes  not  offer  a  choice  of  benefits,  but 
compels  a  choice  of  evils — either  a  half  service  or  a  double  price." 

The  New  Orleans  Board  of  Trade,  in  its  report  in  1908, 
reached  the  same  conclusion,  and  concluded  that: 

"The  interests  of  the  city  will  be  best  served  by  having  only  one  system; 
provided,  always,  that  the  proper  regulations  as  to  service,  rates  and  ex- 
tension of  its  business  can  be  enforced  so  as  to  safeguard  the  rights  of 
the  public." 

There  doubtless  have  been  cases  where  for  a  time  competi- 
tion in  telephone  service  resulted,  or  seemed  to  result,  in 
lowered  prices  and  improved  service.  The  experience  of  Co- 
lumbus, Ohio,  is  cited  by  the  indei>endents  as  an  illustration, 
(Wilcox,  Municipal  Franchises,  p.  238  seq.) 
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The  unnecessary  duplication  of  plant  in  competitiTe  tele- 
phone service,  whether  proportionately  greater  or  less  than 
in  the  case  of  other  public  ntilitieH,  is  another  weighty  con- 
sideration against  competitive  service. 

The  Board,  therefore,  is  strongly  of  opinion  that  as  a  gen- 
eral proposition  competitive  telephone  service  is  not  necessary 
and  proper  for  the  public  convenience,  and  does  not  properly 
conserve  the  public  interests. 

It  remains  to  determine  whether,  in  the  particular  situa- 
tion under  consideration,  there  are  exceptional  or  unusual 
conditions  in  which  an  exception  ought  to  be  made  to  the 
general  rule  of  maintaining  for  the  company  first  in  posses- 
sion the  maximum  opportunity  to  afford  a  comprehensive 
service. 

It  ought  to  lae  first  said  of  all  that  this  Board  is  in  no  wise 
responsible  for  the  situation  as  regards  telephone  service 
which  it  finds  in  the  southern  part  of  New  Jersey.  In  that 
general  region  the  Delaware  and  Atlantic,  a  Bell  sub-licensee, 
has  something  like  35,000  stations,  and  the  indei>endent  com- 
panies, largely  operated  under  the  Eastern,  which  is  affiliated 
with  the  Keystone  interests,  has  approximately  some  15,000 
stations.  In  some  regions  both  companies  have  exchanges 
and  render  service. 

The  testimony  at  the  hearing  showed  that  the  company  in 
operation  in  Avalon  has  a  plant  capable  of  giving,  and  actu- 
ally giving,  due,  proper,  adefjuate  and  comprehensive  service 
(transcript  of  testimony,  p.  45)^  that  its  plant  in  South 
Jersey  has  been  practically  rebuilt  within  the  last  five  or  six 
years  (ibid.^  P-  45) ;  tliat  it  has  l>een  extending  its  service  in 
this  region,  especially  in  Cape  May  County  (ibid.,  pp.  46,  47), 
where  it  has  1,672  stations,  the  population  of  the  county 
being  21,269  {ibid.,  p.  45) ;  that  the  extant  plant  has  capacity 
to  take  on  twice  as  many  subscribers  as  it  has  at  present 
(ibid.,  p.  46)  ;  that  it  affords  long  distance  connections;  and 
that  it  has  instituted  and  put  in  force  special  summer  rates 
for  summer  service  at  seaside  resorts,  said  rates  being  duly 
on  file  with  this  Board  (ibid.,  p.  47). 

The  adequacy  of  this  service  and  the  reasonableness  of  the 
rates  charged  therefoi-e  were  not  cliallenged  in  this  proceed- 
ing- ,  -  I 
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The  petitiouer'a  counsel  insists  that  the  adoption  of  the 
non-competitive  principles  as  to  telephone  service  would  se- 
riously injure  the  propei'ty  of  the  independent  companies. 

It  is  contended  that  to  deny  to  the  petitioner  the  right  to 
take  on  new  suhscribers  in  Avalou  will  lessen  and  impair 
the  value  of  the  service  to  the  petitioner's  existing  subscribers, 
and  will  enure  to  the  benefit  of  tlie  Bell  companies. 

To  this  two  things  are  to  be  said  in  reply ;  First,  Uiat  the 
general  principle  of  confirming  to  the  company  first  in  the 
field  the  right  to  atTord  service  will  euure  to  the  benefit  of 
the  independent  companies  wherever  they  happen  to  be  in 
this  strategic  position.  That  not  all  of  South  Jersey  is 
served  by  the  Delaware  and  Atlantic  is  obvious  from  this 
Board's  receiving  from  that  company  petitions  for  the  ap- 
proval of  ordinances  in  South  Jersey.  Second,  to  admit  the 
competing  company  into  Avalon  would  isolate  such  subscrib- 
ers as  they  might  obtain  from  the  subscribers  to  the  rival 
system  in  Avalon  and  elsewhere,  unless  these  subscribers  be- 
came patrons  of  both  systems  and  paid  rates  to  both  com- 
panies. 

The  Board  has  already  put  on  record  its  conviction  that  the 
State  by  statute  should  require  competing  telephone  com- 
panies to  afford  physical  couuection  for  proper  toll  charges 
over  their  respective  lines.  If  this  were  done  the  refusal  to 
allow  a  rival  company  to  enter  a  place  already  served  by 
another  company  would  avoid  the  waste  of  duplicating  plant 
and  would  secure  the  widest  area  of  service  possible.  The 
Railroad  Commission  of  Wisconsin  in  a  case  decided  October 
19th,  1912  (In  re  application  of  A.  E.  Monroe,  et  al.,  for' 
physical  connection  bettpcen  the  Clinton  Telephone  Company 
and  the  Bergen  Telephone  Vompany),  ordered  such  physical 
connection  between  two  telephone  companies  and  fixed  the 
toll  charges  for  such  connection. 

The  Board  of  Public  Utility  Commissioners  upon  the  evi- 
dence adduced  before  it  finds  and  determines  that  the  two 
ordinances  submitted  for  its  approval  in  this  proceeding  are, 
neither  of  them,  necessary  and  proper  for  the  public  con- 
venience; and  that  said  ordinances  fail,  and  each  of  them 
fails  properly  to  conserve  the  public  interests;  and  the  Board 
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will  deny  and  withhold  its  approval  from  these  aforesaid 
ordinances,  and  from  ench  of  tliem,  and  will  diRinisK  the  pend- 
ing applications.    An  order  will  \te  so  entered. 
Kiitered  May  19,  1913. 

ORDER. 

These  applicatinnfl  having  been  dnly  heard,  and  the  Hoard 
having  on  the  date  hereof  made  and  filed  a  report  containing 
its  findings  of  facts  and  conclusions  thereon, 

The  Board  herehy  denies  and  withholds  its  approval  of  the 
aforesaid  ordinances,  and  each  of  tliera,  and 

Hereby  dismisses  the  pending  applications,  and  eacli  of 
tliem. 

Entered  May  19, 1913. 
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Public  Service  Commission — Second  District. 

In  the  Matter  of  the  AprucATiON  op  the  Chenango  Val- 
ley Telephone  Company  fob  Ratification  of  the  Is- 
suance OF  f  800,  Pab  Value,  Capital  Stock. 

Case  No.  3605. 
Decided  June  iz,  1913. 

Ratification  of  Stock  issued  witliout  Authority. 

ORDER. 

WnEEE-is.  The  Cbeuango  Valley  Telephone  Company  is- 
sued and  sold  |800,  par  value,  capital  stock  during  the  year 
1912  without  the  authority  of  the  Commission,  such  issue 
and  sale  having  been  made  without  the  knowledge  that  it  was 
necessary  to  secure  such  consent,  and 

Wheeeas,  The  Commission  has  caused  the  Engineer  of 
the  Division  of  Telephones  and  Telegraphs  of  the  Commis- 
sion to  make  an  examination  of  the  annual  report  of  the 
petitioner  herein  for  the  year  ended  December  31,  1912,  and, 
on  the  basis  of  such  examination  and  report,  he  gives  the 
opinion  that  the  present  or  structural  value  of  the  property 
as  shown  in  the  aforesaid  annual  report  is  reasonably  correct, 
and 

Whereas,  It  appears  that  the  aforesaid  |800,  par  value, 
rapital  stock  was  issued  at  par  for  cash  and  that  such  cash 
was  invested  in  extensions  of  the  telephone  property  of  the 
petitioner; 

Ordered,  1  That  the  action  of  the  Clienango  Valley  Tele- 
phone Company  in  issuing  fSOO,  par  value,  of  its  capital 
stock  during  the  year  1912,  in  accordance  with  its  original 
certificate  of  incorporation,  and  applying  the  proceeds  of 
same  towards  paying  for  its  construction  expenditures  be, 
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and  it  hereby  is,  pursuant  to  the  provisions  of  Section  101  of 
tlie  Public  Service  Commissions  Law,  aatliorized,  ratified, 
approved  and  confirmed. 

Ordered,  2.  Tliat  in  the  opinion  of  the  Commission  the 
money  procured  by  the  issue  of  such  stock  herein  authorized 
was  reasonably  required  for  the  purposes  for  which  it  was 
expended,  and  that  such  purposes  were  not  in  whole  or  in 
part  reasonably  chargeable  to  operating  expenses  or  to  in- 
come. 


In  tue  Mattek  of  the  Complaint  op  William   Hirxs 

OF  AUBUKN  AGAINST  THE  NeW  YoRK  TELEPHONE  COM- 
PANY AS  TO  Kate  for  Telephone  Service  to  Complain- 
ant's Summer  Home  on  Owasco  Lake. 

Case  No.  3608. 

Decided  June  23.   1913. 

Ratn  for  Service  to  Summer  Home. 

ORDER. 

Whereas,  A  hearing  was  held  in  the  above-entitled  mat- 
ter at  Rochester  on  June  5,  1913,  at  which  an  agreement  was 
reached  as  to  the  amount  to  be  charged  by  the  New  York 
Telephone  Company  for  service  to  the  complainant  at  his 
cottage  on  Owa-sco  Lake, 

Ordered,  Tliat  the  New  York  Telephone  Company  be  and 
is  hereby  required  and  directed  to  furnish  telephone  service 
to  Mr.  Hills  at  his  cottage  on  Owasco  Lake,  Garuston,  about 
twelve  miles  south  of  Auburn,  of  the  same  nature  that  he  has 
been  receiving  in  the  past,  at  the  following  rates; 
For  three  months,  $36.25;  six  months,  $47.50;  yearly  rate  of  $70.00. 
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In  the  JUtteh  op  Toll  Kates  Chahobd  by  the  New  Yobk 
Telephone  Company  within  the  City  of  New  Yobk. 

Case  No.  3601. 

Dated  July  17,  ip/j. 

Reduction  of  Pay  Station  Rates  in  Compliance  with  Previooa  Order- 
Relation  to  Subscriber'a  Toll  Rates. 

Ordered,  That  the  New  York  Telephone  Company  comply  with  the  Com- 
mission's order  of  June  12,  1913,*  by  reducing  its  pay  station  rates  so  that 
they  shall  not  exceed  its  toll  rales  from  subscribers'  stations  in  instances 
where  the  subscriber's  toll  rate  is  ten  cents  or  more.f 

ORDER. 

WHBRa\8,  In  complying  with  the  order  of  the  Commis- 
Kiou  entered  in  this  proceeding  on  the  twelfth  day  ot  June, 
1913,*  respondent,  New  York  Telephone  Company,  has  not 
reduced  pay  station  rates  to  make  them  the  same  as  toll 
rates  from  subscribers'  stations  wliere  the  toll  rate  from 
subscribers"  stations  is  ten  cents  or  more,  and  it  results  from 
the  reduced  toll  rates  to  subscribers  that  pay  station  rates 
are  in  many  instances  higher  than  the  rates  from  subscrib- 
ers' stations  where  the  subscriber's  toll  rate  is  ten  cents  or 
more,  and  it  further  appearing  that  tliese  differences  did  not 
exist  prior  to  compliance  by  respondent  with  the  said  order 
of  the  Commission  in  regard  to  subscribers'  toll  rates,  now 
therefore, 

It  is  ordered,  That  respSndent,  New  York  Telephone  Com- 
pany, be  and  is  hereby  further  directed  in  this  proceeding 
to  correct  its  pay  station  rates  for  calls  within  the  city  of 
New  York  so  that  such  rates  shall  not  exceed  its  toll  rates 
from  subscribers'  stations  where  the  toll  rate  from  subscrib- 
ers' stations  is  ten  cents  or  more  than  ten  cents  per  call  and 
to  make  such  correction  on  or  before  July  23, 1913. 

Further  ordered,  That  this  order  shall  not  be  deemed  to 
affect  the  question  whether  respondent,  New  York  Telephone 


♦Printed  in  Commission  Leaflet  No.  19.  at  page  49.— Ed. 
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Company,  may  justly  charge  a  higher  pay  station  rate  where 
the  subscribers'  toll  rate  is  five  cents  per  call,  which  question 
is  now  pending  in  this  proceeding  for  further  investigation 
and  hearing  by  the  Commission. 

Further  ordered,  That  respondent,  New  York  Telephone 
Company,  be  and  is  hereby  required  to  notify  the  Commis- 
sion on  OP  before  July  21,  1913,  whether  it  accepts  and  will 
.obey  this  requirement. 

Further  ordered.  That  respondent  is  authorized  to  put  the 
said  reduced  pay  station  rates  in  effect  without  notice. 
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Public  Service  Commission. 

In  the  Mattbe  os-  the  Joint  Application  op  The  New 
bublington  mutyal  telephone  company  and  the 
Clinton  Telephone  Company  foe  Consent  and  Ap- 

PEOVAL  OF  THE   PURCHASE   AND   8aLB   OF   CEETAIN   PkOF- 
EETY. 

No.  534. 

Decided  May  zg,  rp/j. 

Disapproval  of  Proposed  Sale. 
ORDER.* 

This  case  came  on  to  be  beard  upon  the  pleadings,  the 
evidence  and  exhibits,  and  the  Commission  being  fully  ad- 
vised in  the  premises,  and  it  being  made  to  appear  to  the 
Commission  that  the  service  of  said  companies  will  not  be 
improved  and  that  the  public  will  not  be  furnished  adequate 
service  at  reasonable  and  just  rates,  the  Commission  is  sat- 
isfied that  the  prayer  of  the  petition  should  not  be  granted. 

1%  i%,  therefore,  ordered.  That  the  authority  and  consent 
of  the  CommiMion  for  the  sale  by  The  Clinton  Telephone 
Company  and  the  purchase  by  the  New  Burlington  Mutual 
Telephone  Company  of  the  property  set  out  in  said  petition, 
be,  and  the  same  is  hereby,  withheld,  and  said  case  is  hereby 
dismissed. 

Dated  at  Columbus,  Ohio,  this  twenty-ninth  day  of  May, 
1913. 


*See  Editco-'s  note,  page  383. 
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In  the  Mattee  of  the  Joint  Appucation  of  The  Clinton 
Telephone  Company  and  Clarence  H.  McKay^  Sole 
Owner  of  The  Port  Wiluam  Telephone  Exchange, 
FOB  THE  Consent  and  Approval  of  the  Commission  for 
a  Toll  Ageeement. 

No.  535 

Decided   May   ^p.   /p/j. 

DUapproval  of  Joint  Toll  Agreemciit. 

OBDER.* 

This  case  came  on  to  be  heard  upan  the  pleadings,  the 
evidence  and  exhibits,  and  the  Commission  tieing  fully  ad- 
vised in  the  premises,  and  it  being  made  to  appear  to  the 
Commission  that  tlie  service  of  said  companies  will  not  be 
improved  and  that  the  public  will  not  be  furnished  adequate 
service,  the  Commission  is  satisfied  that  the  prayer  of  said 
petition  should  not  be  granted. 

H  i>,  therefore,  ordered^  That  the  approval  of  the  Commis- 
sion sought  to  be  entered  into  by  The  Clinton  Telephone  Com- 
pany and  Clarence  H,  McKay,  sole  owner  of  The  Port 
William  Telephone  Exchange,  for  the  operation  of  their 
respective  telephone  systems  in  connection  with  each  other, 
he,  and  the  same  is  hereby,  withheld,  and  said  case  is  hereby 
dismissed. 

Dated  at  Columbus,  Ohio,  this  twenty-ninth  day  of  May, 
1913. 

•See  Editor's  note,  page  383. 
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In  the  Matter  op  the  Joint  Application  op  The  Clinton 
Telephone  Company  and  The  New  Buelington  Mu- 
tual Telephone  Company  pok  the  Consent  and  Ap- 
PBOVAL  of  the  Commission  foe  a  Toll  Agreement. 

No.  536 

Decided  May  ig,  1913. 

Diaapprova]  of  Joint  Toll  Agreement 

ORDER.* 

This  case  came  on  to  be  heard  upon  the  pleadings,  the  evi- 
dence and  exhibits,  and  the  Commission  being  fully  advised 
in  the  premises,  and  it  being  made  to  appear  to  the  Commis- 
sion that  the  service  of  said  companies  will  not  be  improved 
and  that  the  public  will  not  be  furnished  adequate  service, 
the  Commission  is  satisfied  that  the  prayer  of  said  petition 
should  not  be  granted. 

/(  is,  therefore,  ordered,  That  the  approval  .ot  the  Com- 
mission of  the  contract  sought  to  be  entered  into  by  The 
Clinton  Telephone  Company  and  The  New  Burlington  Mu- 
tual Telephone  Company,  for  the  operation  of  their  respective 
telephone  systems  in  connection  with  each  other,  be,  and  the 
same  is  hereby,  withheld  and  said  case  is  hereby  dismissed. 

Dated  at  Columbus,  Ohio,  this  twenty-ninth  day  of  May, 
1913. 

•Editor's  Note. 

By  the  three  preceding  orders  the  Commission  refused  to  sanctiun  an 
arrangement  between  The  Clinton  Telephone  Company,  The  New  Burling- 
ton Mutual  Telephone  Company  and  The  Port  William  Telephone  Ex- 
change, involving  a  division  of  Clinton  County  for  telephone  service. 
The  Ginton  Telephone  Company  proposed  to  withdraw  from  certain  terri- 
tory in  favor  of  the  two  other  companies,  despite  the  fact  that  it  has  been 
compelled  to  restore  its  service  temporarily  by  a  mandatory  injunction  from 
the  Court  of  Common  Pleas  and  in  the  face  of  vigorous  protests  from  the 
telephone  users  in  the  territorj. 
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The  Western  Union  Tblegrai'ii  CoMrANY  vs.  The  Cleve- 
land, I*AIXE«vnJ.E  AND  EASTERN  RAILROAD  COMPANY. 

No.  155. 

Decided  July  2,  i^i$. 

SpecificationB    for    Construction    of    High    Tension    Lines — Factors   of 
Safety — Stresses— Inspections. 

Upon  application  Ity  The  Western  Union  Telegraph  Company  for  a  re- 
hearing in  this  matter,  the  Commission  vacated  its  previous  order,  dated 
February  11,  1913,  for  the  reason  that  it  appeared  that  the  defendant  had, 
with  the  knowledge  of  ^e  complainant,  constructed  its  high  tension  line 
at  considerable  expense  prior  to  the  filing  o£  the  original  complaint,  and 
that  it  would  be  inipracticable  without  great  expense  to  remove  the  de- 
fendant's lines  to  any  considerable  horizontal  distance  from  the  lines  of 
the  complainant. 

The  order  now  issued  provides  that  all  the  transmission  wires  of  the 
defendant  railroad  company  shall  be  maintained  at  a  higher  elevation  than 
e  of  the  telegraph  company  and  specifies  factors 
in  the  erection  and  construction  of  the  defendant's 
lission  wires  and  ground  wires.  It  also  specifies 
1  computing  the  factors  of  safety.  Inspections  of 
e  required   to  be   made  by  the   railroad  company 

ENTRY. 

Tbe  Western  Union  Telegi'iiijh  Company,  complainant, 
having  on  tlie  twenty-sixtli  day  of  February,  1913,  filed  its 
petition  for  a  relicarin};  of  tlie  matters  and  things  upon  which 
the  order  of  tliis  Commission,  made  and  entered  in  this  cause 
on  the  eleventli  day  of  Fehniary,  1913,*  was  based,  and  for 
a  modification  of  said  order,  and  having  on  the  twenty-firet 
day  of  March,  1913,  fileil  it.s  amended  petition  for  such  re- 
hearing of  said  cause  and  modification  of  said  order,  and 
said  The  Western  Union  Telegraph  Company,  complainant, 
and  The  Cleveland,  Painesville  and  Eastern  Railroad  Com- 
pany, defendant,  having  on  tlie  twenty-first  day  of  May,  1913, 
appeared  before  the  Commission  and  presented  and  submitted 
an  agreed  finding  of  facts  and  an  agreed  order  to  be  entered 
in  this  case, 

t  Editor's  head  note. 
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It  is,  therefore,  ordered,  That  said  agreed  findings  of  facts 
and  agreed  order,  presented  and  submitted  by  the  parties  to 
this  proceeding  as  aforesaid,  be  entered  as  such  agreed  find- 
ing of  facts  and  agreed  order  in  the  records  of  this  Commis- 
sion. 

Dated  at  Columbus,  Ohio,  this  second  day  of  July,  1913. 

AGREED  FINDING  OF  FACTS  AND  AGREED  ORDER 

PRESENTED  AND  SUBMITTED  BY  THE  PARTIES 

HERETO. 

This  cause  came  on  to  be  heard  upon  the  application  of 
the  complainant.  The  Western  Union  Telegraph  Company,  for 
a  rehearing  of  the  matters  and  things  upon  which  the  order 
of  this  Commission,  made  and  entered  in  this  cause  on  the 
eleventh  day  of  February,  1913,*  was  based;  and  the  same 
was  submitted  upon  the  pleadings,  the  evidence,  and  argu- 
ment of  counsel ;  and  the  Commission  being  fully  advised  in 
the  premises  find: 

That  between  the  Willoughby-Mentor  township  line  and 
Forbes  Street,  in  tlie  City  of  Painesville,  Ohio,  at  many 
places  and  for  considerable  distances  the  high  tension  lines 
of  The  Cleveland,  Painesville  and  Eastern  Railroad  Com- 
pany defendant,  closely  parallel  the  lines  of  the  complainant 
telegraph  company;  and 

It  appearing  to  the  Commission  that  the  high  tension  lines 
of  the  defendant  had  been  fully  constructed  at  and  prior  to 
the  time  when  the  attention  of  this  Commission  was  first 
directed  to  the  condition  created,  and  prior  to  the  time  of 
the  filing  of  the  original  complaint  by  the  complainant  herein, 
and  that  defendant  Railroad  Company  had,  with  the  knowl- 
edge of  complainant,  expended  large  sums  of  money  in  the 
construction  of  its  line  where  it  now  is;  and 

It  further  appearing  to  the  Commission  that  on  account 
of  the  physical  and  other  conditions  there  present,  said  high 
tension  lines  of  defendant  cannot  be  removed  to  any  consid- 
erable horizontal  distance  from  the  lines  of  complainant, 
•  without  very  great  expense  which  would  render  said  removal 
and  reconstruction  impracticable. 
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/*  ia,  therefore,  ordered,  That  tlie  original  findings  and 
orders  of  this  Commissioa  heretofore  made  and  entered  in 
this  cause,  on  the  eleventh  day  of  Februarj,  1913,*  be,  and 
the  same  are  hereby,  vacated  and  set  aside. 

/(  M  further  ordered.  That  for  the  purpose  of  minimizing 
any  possible  hazard  of  danger  incident  to  the  construction 
and  maintenance  of  defendant's  hi^  tension  line  in  its  pres- 
ent location,  the  said  high  tension  line  conform  to  the  follow- 
ing specifications : 

Between  the  Willuughby- Mentor  township  line  and  Forbes 
Street,  Painesville,  Ohio,  wherever  the  high  tension  line  of 
the  defendant  railroad  company  parallels  the  line  of  the 
complainant  telegraph  company, 

1.  All  the  transmission  wires  of  the  railroad  company  shall 
be  maintained  at  a  higher  elevation  th(in  the  highest  existing 
wire  of  the  telegraph  company's  line  adjacent  thereto. 

2.  Ail  the  poles  of  the  railroad  company's  power  line  shall 
have  a  factor  of  safety  of  at  least  four  on  the  basis  of  the 
load  stresses  described  in  Section  7  hereof. 

3.  All  the  cross  arms  of  the  railroad  company's  power 
line,  whether  side  arms  or  center  arms,  shall  be  of  such  size 
and  material,  and  shall  be  so  supported  as  to  afford  a  factor 
of  safety  of  at  least  four  on  the  basis  of  the  stresses  described 
in  Section  7  hereof. 

4.  The  copper  transmission  wires  of  the  railroad  company's 
power  line  shall  be  of  such  strength  and  shall  be  so  strung  as 
to  afEord  a  factor  of  safety  of  at  least  two  under  the  conditions 
of  load  stress  described  in  Section  7  hereof. 

5.  The  transmission  wires  of  the  railroad  company's  line  at 
each  alternate  pole  shall  be  securely  fastened  to  the  insu- 
lators by  means  of  an  additional  tie  or  a  clamp. 

6.  The  present  grounded  solid  iron  wire  carried  at  t^e  top 
of  the  railroad  company's  poles  shall  be  removed.  If  an- 
other grounded  wire  ia  installed,  it  shall  be  of  copper  and 
shall  be  so  constructed  and  maintained  as  to  a£Ford  a  factor 
of  safety  of  at  least  two  under  the  condition  of  load  stress 
described  in  Section  7  hereof. 

•Printed  in  Commission  Leaflet  No.  16,  at  page  465. — Ed, 
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A  groand  wire  shall  be  maintained  on  each  fifth  pole  of  the 
railroad  company's  power  line,  this  wire  to  be  thoroughlj 
grounded  at  the  foot  of  the  pole  and  to  extend  up  to  and 
over  the  top  of  the  pole. 

7.  The  stresses  which  shall  be  iised  in  computing  the  fac- 
tors of  safety  called  for  in  the  preceding  sections  shall  be 
those  resulting  from  the  normal  load  of  the  wires  themselres, 
plus  a  load  Qf  ice  of  a  thickness  of  one-half  inch  over  the 
surface  of  the  wires,  and  a  simultaneons  wind  pressure  of 
eigbt  pounds  per  square  foot  on  the  ice  covered  diameter  of 
the  wire,  and  a  wind  pressure  of  thirteen  pounds  per  square 
foot  on  the  projected  surface  of  the  poles,  a  temperature  of 
0°  Fahrenheit  being  assumed. 

8.  The  changes  in  the  railroad  company's  line  necessary 
to  meet  tbe  above  requirements  shall  be  completed  by  Janu- 
ary 1,  1914. 

It  is  further  ordered.  That  said  defendant  railroad  com- 
pany be,  and  it  is  hereby  notified  and  required,  to  cause  an  in- 
spection to  be  made,  by  competent  linemen,  at  equal  inter- 
vals of  not  to  exceed  ten  days,  of  all  and  every  part  of  its  high 
tension  line  between  the  generating  station  in  Painesville, 
Ohio,  and  the  substation  in  Willoughby,  Ohio,  including 
insulators,  tie  wires,  pins,  cross  arms,  ground  wire  and  its 
support  and  the  wire  connecting  the  ground  wire  with  the 
earth. 

/*  is  further  ordered,  That  said  defendant  railroad  com- 
pany be,  and  it  is  hereby  notified  and  required,  to  keep  on 
file  in  the  office  of  the  company  at  Willoughby^  Ohio,  sub- 
ject to  inspection  by  the  Public  Service  Commission  of  Ohio, 
or  its  duly  credited  representative,  all  reports  of  inspections 
made  hereunder  and  all  reports  of  trouble  on  this  line. 

Dated  at  Columbus,  Ohio,  this  second  day  of  July,  1913. 


5dbyG00gIC 


388  Ohio  Public  Sbkvicb  Commission. 

In  the  Matter  of  the  Joint  Application  op  The  Black 
River  Telei'hone  Company,  op  Lorain,  OhiOj  and  the 
Central  Union  Telephone  Company  fob  the  Consent 
AND  Approval  op  the  Commission  fob  Authority  to 
Enter  into  a  Connecting  Aebangbment  for  an  Inter- 
change OP  Service  between  the  Applicants. 

No.  685. 

Dteidrd  July  lo,  1913. 

Approval   of  Agreement  for  Physical   Connection   and   Interchange   of 
Service — Filing  of  Rates  for  Such  Service — Maintenance  of  Equally 
Efficient  Service  after  Eatablishment  of  Connection— With- 
drawal  of   Central   Union   Telephone   Companj  from 
Field. 

An  agreement  for  physical  connection  and  interchange  of  service  between 
the  applicants  was  approved  by  the  Comniission  with  the  provisions  that 
■schedules  of  reasonable  rates  for  the  joint  service  should  first  be  filed, 
that  there  should  be  no  diminution  in  the  service  alTorded  by  The  Black 
River  Telephone  Company,  and  that  the  latter  company  should  provide  equally 
efficient  service  in  lieu  of  any  service  which  the  Central  Union  Telephone 
Company  might  thereafter  discontinue  in  the  territory  involved.* 

ORDER. 

The  Black  River  Telephone  Company,  with  its  office  and 
principal  plat-e  of  business  located  at  Lorain,  Ohio,  and  the 
Ontral  Union  Telephone  Company,  corporations  organized 
under  the  laws  of  the  States  of  Oiiio  and  Illioois,  respect- 
ively, having,  on  the  twenty-fifth  day  of  June,  1913,  filed 
their  joint  petition  praying  for  the  consent  to  and  approval, 
by  the  Commission,  of  a  connecting  arrangement  and  an 
interchange  of  service  between  the  telephone  ^stems  of  said 
companies,  as  fully  set  out  in  said  petition  and  exhibits  at- 
tached thereto,  and  the  Commission  having,  upon  the  filing 
of  said  petition,  deemed  the  assignment  of  the  same  for  hear- 
ing to  be  unnecessary,  the  same  came  on  this  day  for  final 
consideration  upon  the  petition  and  exhibits. 

After  considering  the  pleadings  and  examining  the  ex- 
hibits, and  being  fully  advised  in  the  premises,  and  it  ap- 
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pearing  that  said  Central  Union  Telephone  Company  does 
not  engage  in  local  service  in  any  of  tbe  territory  now  served 
by  said  The  Black  Biver  Telephone  Company,  and  it  appear- 
ing further  that  the  service  furnished  the  public  will  be  im- 
proved thereby,  and  that  the  public  will  be  furnished  ade- 
quate and  more  extensive  service  for  a  reasonable  and  just 
rate,  rental,  toll  or  charge,  the  Commission  is  satisfied  that 
the  prayer  of  said  petition  should  be  granted. 

/(  iSj  therefore,  ordered.  That  said  The  Black  River  Tele- 
phone Company  and  the  said  Central  Union  Telephone  Com- 
pany be,  and  tbey  are  hereby  authorized  to  form  a  physical 
conDection  between  the  plant  and  system  of  said  The  Black 
River  Telephone  Company  and  the  plant  and  system  of  the 
said  Central  Union  Telephone  Company  for  the  intei;change 
of  service,  as  fully  set  out  and  described  in  the  proposed 
Traffic  Agreement  and  Supplemental  Traffic  Agreement 
(Toll  Line),  attached  to  said  petition  and  marked  Exhibits 
"A"  and  "B",  respectively,  which  are  hereby  made  parts  of 
this  order  by  reference,  and  as  provided  by  law. 

/*  is  further  ordered,  That  said  The  Black  River  Tele- 
phone Company  and  tlie  said  Central  Union  Telephone  Com- 
pany forthwith  file  with  the  Commission  schedules  of  rea- 
sonable rates  for  said  interchange  service. 

/(  ia  further  ordered.  That  the  authority  herein  granted 
may  be  exercised  by  said  The  Black  River  Telijphone  Com- 
pany and  the  said  Central  Union  Telephone  Company  after 
such  schedules  of  reasonable  rates  have  been  filed  with  and 
accepted  hj  the  Conuuissioti,  and  not  prior  thereto; 

Provided,  There  be  no  diminution  of  the  service  now  af- 
forded by  said  The  Black  Biver  Telephone  Company  in  said 
locality  and  enjoyed  by  its  respective  patrons,  and  that  said 
The  Black  River  Telephone  Company  provide  equally  effi- 
cient service  or  facilities  instead  and  in  lieu  of  any  service  or 
facilities  which  may  there  be  abandoned  or  discontinued 
by  the  said  Central  Union  Telephone  Company. 

Dated  at  Columbus,  Ohio,  this  tenth  day  of  July,  1913. 
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In  the  Matter  of  the  Aitlication  of  The  Citizens'  Tble- 
I'HONB  Company,  of  Coshocton,  Ohio,  foe  the  Con- 
sent AND  API'BOVAI,  of  tub  COMMISSION  FOB  THE  ISSU- 
ANCE TO  Its  Stockhoi-ders  op  f  10,575  in  Common  Stock 

AND  f  17,000  IN  8lX  I'BB  CENT.  NOTES  I>X>B  THE  KeIMBUBSE- 

mbnt  op  Moneys  Actually  Expendbd,  in  Accoedance 
WITH  the  Tebms  of  SECTION  56,  €t  seq.,  OF  the  Public 
Service  Commission  Act. 

No.  445. 

Decidid  July  i6,  1913. 

Iiauance  of  Stock  and  Notca  to  Stockholders  u  Dividend — Reimburse- 
ment for  Capital  Expenditure  Previously  Hade  from  Income. 
The  applicant  was  authorized  to  issue  stock  and  notes  to  its  stockholders 
as  a  dividend  in  lieu  of  moneys  theretofore  expended  from  income  for 
capital  purposes,  which  might  otherwise  have  been  distributed  to  the  stock- 
holders as  dividends.* 

OKDER. 

The  Citizens'  Teleplione  Oouipanj,  witli  its  office  and  prin- 
cipal place  of  business  located  at  Coshocton,  Oliio,  a  cor- 
poration orgauized  under  the  laws  of  the  State  of  Ohio,  hav- 
ing, on  the  thirty-hrst  day  of  December,  1912,  tiled  its  pe- 
tition praying  for  the  consent  and  authority  of  the  Com- 
mission to  issue  and  distribute,  pro  rata,  among  its  several 
stockholders,  common  capital  stock  of  the  par  value  of  flO,- 
575  and  three-year,  six  per  cent,  notes  of  the  aggregate  prin- 
cipal sum  of  $17,000  in  reimbursement  for  moneys  thereto- 
fore actually  expended  from  income  for  the  coDStruction, 
completion,  extension  and  improvement  of  petitioner's  plant 
and  property,  which  moneys  said  stockholders  might  other- 
wise have  received  in  dividends  as  a  return  from  their  said 
iuvestmeDt,  as  fully  set  out  in  said  petition  and  exhibits 
attached  thereto,  and  said  matter  having  been  assigned  for 
hearing  Thursday,  Februaiy  20,  1913,  at  three  o'clock  P.  M., 
and  said  hearing  having,  for  good  cause,  been  continued  to 
Thursday,  April  17,  1913,  at  three  o'clock  P.  M.,  and  due 
notice  of  said  hearing  having  been  given,  and  having  been 
'Editor's  he&dnote. 
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heard  on  said  day  and  the  further  consideration  thereof  con- 
tinued from  da;  to'^ay,  and  said  The  Citizens'  Telephone 
Company  having,  on  the  sixteenth  day  of  July,  1913,  filed 
its  supplemental  petition  herein,  praying  for  consent  and 
autliority  to  issue  and  distribute  among  its  several  stockhold- 
ers, in  li6n  of  the  amount  of  common  capital  stock  set  out  in 
its  original  petition,  common  capital  stock  of  the  par  value 
of  (575  and  the  same  amount  of  notes,  said  matter  came  on 
this  day  for  final  consideration  upon  the  petition,  the  supple- 
mental petition,  the  evidence  and  exhibita. 

After  considering  the  pleadings,  hearing  the  evidence  and 
examining  the  exhibits,  and  being  fully  advised  in  the  prem- 
ises, and  it  appearing  that  said  capital  stock  and  notes  are 
to  be  distributed  among  the  several  stockholders  of  said  com- 
pany instead  and  in  lieu  of  certain  moneys  heretofore  ex- 
pended from  petitioner's  income  for  the  construction,  com- 
pletion, extension  and  improvement  of  petitioner's  plant  and 
property,  which  said  stockholders  might,  otherwise,  have  re- 
ceived in  dividends  as  a  profit  or  return  from  their  said  in- 
vestment, the  Commission  is  satisfied  that  the  prayer  of 
said  supplemental  petition  should  be  granted. 

It  is,  therefore^  ordered.  That  said  The  Citizens'  Telephone 
Company,  of  Coshocton,  Ohio,  be,  and  it  is  hereby,  author- 
ized to  issue  its  common  capital  stock  of  the  par  value  of 
Five  Hundred  and  Seventy-five  Dollars  (1575)  and  its  three- 
year,  six  per  cent,  notes  of  the  aggregate  principal  sum  of 
Seventeen  Thousand  Dollars  (fl7,000)  it  being  the  opinion 
and  finding  of  the  Commission  that  tlie  issue  of  said  stock 
and  notes  is  reasonably  required  for  the  proper  purposes 
of  said  corporation. 

It  ia  further  ordered.  That  said  common  capital  stock  and 
said  notes  be,  by  said  The  Citizens'  Telephone  Company, 
distributed,  pro  rata,  among  its  several  stockholders,  as  a 
dividend  or  return  from  their  said  investment  in  said  com- 
pany instead  and  in  lieu  of  certain  moneys  heretofore  ex- 
pended from  petitioner's  income,  which  said  stockholders 
might,  otherwise,  have  so  received. 

-  It  is  further  ordered,  That  said  The  Citizens'  Telephone 
Company  make  verified  report  to  the  Commisaion  of  the  is- 
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sue  and  distribution  of  said  common  capital  stock  and  said 
notes,  detailing  the  name  of  each  slbckholder,  liis  present 
l>olding8  in  said  company  and  the  amount  of  said  common 
capital  stock  and  notes,  or  either,  by  him  received  as  said 
dividend  herein  authorized. 

Dated  at  Columbus,  Ohio,  this  sixteenth  day  of  .June,  1913. 


J.  S.  Dewey,  et  aJ.,  ch.  The  Cunton  Telephone  Company. 
No.  273. 

Decided   July    ij,   ipij. 

Maintenance   by    Companr   of   Lines   Built   by   Private    Individuals   on 

Public   Ways — Maintenance   of   Lines   Built  on   Private   Property 

not  Require)}. 

■  SUPPLEMENTARY  ORDER. 

This  case  came  on  to  be  heard  upon  the  petition  of  the 
defendant,  The  Clinton  Telephone  Company,  to  amend  the 
order  of  the  Commission,  entered  herein  on  tlie  sixth  day  of 
January,  1913,*  and  it  appearing  that  the  portion  of  said 
order  which  defendant  seeks  to  amend  is  that  portion  con- 
tained in  the  following  words,  to-wit: 

'■/(  is  further  ordered,  That  said  The  Clinton  Telephone  Company  be, 
and  it  is  hereby  notified  and  required  at  its  own  expense  to  repair,  replace 
and  put  in  good  condition,  all  lines,  and  every  i>art  thereof,  now  and  here- 
tofore maintained  by  subscribers  to  the  service  of  said  The  Clinton  Tele- 
phone Company." 

and  it  appearing  further  that  the  reasons  for  said  amendment 
are  based  upon  such  interpretation  of  said  portion  of  said 
order  as  would  require  said  defendant  company  to  repair, 
replace  and  maintain  lines  originally  built  by  private  parties 
upon  private  property,  upon  whicli  property  said  defendant 
has  not  received  or  secured  the  right  of  present  and  per- 
petual entry;  and  it  api>earing  further  tliat  such  interpre- 
tation of  said  portion  of  said  order  was  not  intended  by  the 
Commission,  and  it  appearing  further  that  the  full  and  only 
'Printed  in  Commission  Leaflet  No.  14,  at  page  109, — Ed. 
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intent  of  said  portion  of  said  order  was  to  require  said  de- 
fendant tq  repair,  replace  and  maintain  lines  now  and  liere- 
tofore  built  or  maintained  by  private  parties  upon  public 
ways,  the  Commission  finds  that  the  grounds  of  said  petition 
to  amend  said  order  are  not  well  taken. 

It  is,  therefore,  ordered,  That  said  petition  to  amend  said 
order  be,  and  tlie  same  is  hereby  dismissed. 

Dated  at  Columbus,  Ohio,  this  seventeenth  day  of  July, 
1913. 
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Corporation  Commission. 

Gbokgb  a.  Davenpobt,  et  al.,  Sopee,  Oklahoma,  v8.  Pioneer 
Telephone  and  Tblegeaph  Company  and  the  Citizbns' 
Telephone  Gompant. 

Cause  No.  1728— Order  No.  700a. 
Decided  June  jS,  J913. 

PhTsical  Connection  of  Long  Distance   Lines  with  Local  Exchange — 
Physical  Connection  with  More  than  One  Exchange  in  the  Same 
Town — Poor  Service  of  Company  Already  Connecte<I— Di- 
vision of  Interline  IToll   Revenue. 

Upon  application  by  the  Choctaw  Telephone  Company,  this  case,*  in  which 
the  applicant  had  requested  physical  connection  with  the  Pioneer  Tele- 
phone and  Telegraph  Company,  was  reopened  and  the  Citizens'  Telephone 
Company,  with  which  the  Pioneer  company  was  already  connected,  was 
made  a  party  thereto.  The  Commission  had  previously  denied  the  applica- 
tion,* holding  that  physical  connection  of  long  distance  lines  should  not  be 
required  with  more  than  one  esichange  in  a  town,  but  that  other  com- 
panies should  have  connection   through   the  first   exchange  connected. 

It  a^ieared  that  the  exchange  of  the  Citizens'  Telephone  Company  was 
old  and  its  service  poor  whereas  the  applicant,  Choctaw  Telephone  Com- 
pany, was  affording  good  service  through  an  up-to-date  exchange. 

Ordered,  That  the  Pioneer  company's  connection  with  the  Citizens'  com- 
pany be  discontinued,  and  connection  estabhshed  with  the  Choctaw  company, 
the  Citizens'  company  to  have  connection  through  the  Choctaw  exchange. 
Provision  was  made  for  the  division  of  tolls  between  the  Glizens'  and 
Choctaw  companies.t 

OPINION  ANI»  ORDER. 

By  the  Commission: 

The  Choctaw  Telephone  Company  asked  for  a  reopening 
of  their  complaint*  so  that  the  Citizens'  Telephone  Company 


•The  previous  opinion  and  order  of   the  Commission  in   this  case,   dated 
April  30,  1913,  were  printed  in  Commission  Leaflet  No.  18,  at  page  916.— Ed. 
fEdi tor's  headnote. 
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might  be  made  a  party  to  the  suit,  which  was  done,  and  a 
hearing  was  held  in  Soper  on  Jane  17,  1913,  and  all  parties 
were  notified  to  be  present.  The  hearing  was  held  in  Soper 
as  directed  and  all  parties  given  an  opportunity  to  partici- 
pate. 

The  Choctaw  Telephone  Company  appeared  and  put  on 
their  witnesses  which  showed  that  the  Choctaw  Telephone 
Company  had  something  over  107  telephones  in  their  system 
and  several  more  wanting  'phones  if  they  could  get  long 
distance  connections.  Several  witnesses  testified  that  they 
could  not  get  service  over  the  Citizens'  Telephone  Company 
half  ot  the  time  and  oftentimes  the  operator  was  on  the 
streets  or  attending  a  horse  race  or  ball  game  and  sometimes 
it  would  take  from  one  to  fourteen  hours  to  get  a  message 
to  Durant,  Ardmore  or  Oklahoma  City,  and  the  citizens  of 
Hoper  were  unanimous  in  wanting  long  distance  connections 
given  to  the  Choctaw  exchange  as  they  can  always  get  con- 
nections there  day  and  night.  The  Citizensi'  exchange  is 
an  old  one  and  the  Choctaw  exchange  is  a  new  up-to-date  ex- 
change and  is  giving  good  service. 

The  Citizens'  Telephone  Company  did  not  appear  at  the 
hearing  except  that  their  operator  was  present. 

/(  IS,  therefore,  ordered,  That  the  Pioneer  Telephone  and 
Telegraph  Company  give  its  long  distance  connection  to  the 
Choctaw  Telephone  Company  at  Soper  and  discontinue  its 
connection  with  the  Citizens'  Telephone  Company.  The  Citi- 
zens' Telephone  Company  can  connect  with  the  Choctaw  Tele- 
phone Company  at  Soper,  and  all  calls  originating  on  the 
Citizens'  Telephone  Company  and  given  to  the  Choctaw 
Telephone  Company  shall  be  put  through  the  Ohoctaw  Tele- 
phone Company  which  shall  have  25  per  cent,  of  the  toll 
for  handling  all  messages  of  the  Citizens'  Telephone  Com- 
pany, and  the  Citizens'  Telephone  Company  shall  have  25 
per  cent,  of  all  tolls  for  handling  all  messages  for  the  Choc- 
taw Telephone  Company.  The  Choctaw  Telephone  Company 
must  make  connections  free  of  charge  to  long  distance  lines. 
This  order  to  take  eEEect  on  and  after  July  1,  1913. 

Dated  at  Oklahoma  City,  June  18,  1913. 
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BEAVEE   TELSrHONE   COMPANY   VS.   FoBT   SUPPLY    TELEPHONE 

AND  Telegraph  Company. 

f!ause  No.  1782— Order  No.  721). 

Decided  July  i8,  1913. 

Unfair  Competition — Free  Local  Service. 

Upon  complaint  by  the  Beaver  Telephone  Company,  alleging  that  the  Fort 
Supply  Telephone  and  Telegraph  Company  was  competing  unfairly  by  fur- 
nishing local  service  in  the  town  of  Morgan  free  of  charge,  it  appeared  that 
the  defendant  was  rendering  only  rural  and  toll  service  to  its  subscribers 
in  Forgan.  except  in  cases  of  emergency,  and  the  complaint  was  dismissed.* 

FINDINGS  OF  FACT,  OPINION  AND  ORDER. 

By  the  Commission: 

The  complainant  represents  that  it  is  a  corporation  op- 
erating a  telephone  exchange  in  the  town  of  Forgan  for  hire ; 
that  the  Fort  Supply  Telephone  and  Telegraph  Company 
installed  an  exchange  in  the  town  and  installed  telephone  in- 
struments in  business  houses  and  residences  to  furnish  serv- 
ice free  of  charge  and  that  the  installation  of  free  telephones 
brought  about  unfair  competition,  and  prays  the  Commisr 
sioQ  to  make  an  order  requiring  defendant  to  desist  in  fur- 
nishing such  free  serrice. 

The  defendant  filed  answer  in  which  it  denies  all  material 
allegations  made  in  complaint. 

Several  witnesses  for  complainant  testified  that  telephones 
had  been  installed  in  their  places  of  business  and  residences 
without  charges  being  made  other  than  for  long  distance 
or  toll  service;  that  it  was  understood  when  the  instruments 
were  installed  that  no  local  or  exchange  service  would  be 
'  rendered  and  that  the  instruments  were  placed  as  toll  pay 
stations. 

Employees  of  the  defendant  company  testified  that  the  com- 
pany had  issued  verbal  and  written  instructions  to  the  effect 
that  no  service,  other  than  toll  and  rural  lines,  should  be 
rendered  by  the  central  operator  and  that  such  instructions 

■Editor's  headnote. 
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had  been  faithful!;  carried  oat,  ercept  in  emergency  cases, 
sickness,  etc. 

It  is  the  opinion  of  the  Commission  that  the  complainant 
has  failed  to  sustain  all  its  allegations  concerning  the  ren- 
dering of  free  telephone  exchange  service. 

It  is,  therefore,  ordered,  That  the  complaint  will  be  and  is 
hereby  dismissed. 

Jeffeeson  County  Tbi-bphonb  Company  vs.  Pionebb  Tele- 
phone AND  Tei.egh.\ph  Company. 

Canse  No.  1775— Order  No.  717. 

Decided  July  14,  1913- 

PhTtical  Connection — Characteristics  of  Companj  "Organized  for  Profit" 
— Consdtutioiial  Right  to  Phjsical  Connection — DiTisiott  of  Tolli. 

Upon  complaint  by  the  Jefferson  County  Telephone  Company,  asking  for 
physical  connection  with  the  Pioneer  Telephone  and  Telegraph  Company, 
it  appeared  that  physical  connection  had  previously  existed,  but  had  been 
severed  by  the  Pioneer  company,  without  notice,  upon  the  refusal  of  the 
complainant  to  accept  12^  per  cent,  of  all  tolls  instead  of  25  per  cent. 
which  it  had  been  retaining.  It  further  appeared  that  after  the  discon- 
tinuance of  physical  connection,  the  defendant  had  installed  a  toll  station 
in  the  town  and  was  paying  its  operator  at  this  station  JIS.OO  per  month 
whereas  the  average  monthly  commission  paid  to  the  complainant  for  a 
period  of  nine  months  in  1912,  had  be«n  flO.60.  The  lack  of  physical  con- 
nection necessitated  the  expense  of  messenger  service  and  caused  great  in- 
convenience to  the  public. 

The  defendant  contended  that  the  complainant  was  a  mutual  company  t^ 
which  it  was  not  required  by  law  to  afford  physical  connection. 

Held:  That  the  complainant  is  a  company  organized  for  profit  and  not 
a  mutual  company  as  is  shown  by  the  fact  that  all  subscribera  pay  a  stated 
monthly  rental  and  that  the  stockholders  will  share  any  earnings  in  propor- 
tion to  their  stock  ownership. 

That  Section  6.  .Article  XX.  of  the  Oklahoma  Constitution  recognizes  the 
rights  of  the  public  to  the  service  demanded;  that  those  rights  are  par- 
amount to  the  rights  of  the  two  companies  when  the  only  question  involved 
is  the  division  of  tolls  and  that  the  Commission  will  not  withhold  this  serv- 
ice from  the  complainant's  subscribers  pending  the  final  determination  of 
that  question. 

Owing  to  lack  of  evidence  as  to  the  cost  of  service,  the  Commission  re- 
fused to  determine  finally  the  commission  to  be  paid  the  complainant,  but 
■  (ixed  the  amount  to  be  paid,  pending  adjuilment,  at  $15.00  per  month,  which 
was  the  amount  paid  by  the  defendant  to  its  operator,  and  approximately 
equal  to  the  average  commission  paid  to  the  complainant  during  a  period 
of  four  months  in  1912.* 

■Editor'*  headnote. 

D.gnzedbyGoOgIC 


398  Oklahoma  Coki-okation  Commission, 

Appearances: 

Bridges  and  Vcrtress^  for  complainant. 

S.  H.  Harris  and  J.  R.  Siuelman,  for  defendant. 

FINDINGS  OF  FACT,  OPINION  AND  ORDER. 

Bj/  the  Vommission: 

Complaint  was  filed  by  the  Jeffersoo  County  Telephone 
Company  against  the  Pioneer  Telephone  and  Telegraph  Com- 
pany, representing  that  after  the  installation  of  its  exchange 
in  the  town  and*  a  rural  system  in  connection  therewith  con- 
sisting of  about  63  miles  of  poles  and  wires  with  25  subscrib- 
ers in  the  town  and  about  40  rural  subscribers,  it  entered 
into  a  contract  with  defendant,  by  the  terms  of  which  it 
was  to  receive  commissions  of  10  per  cent,  on  all  tolls  for 
in  and  out  business;  that  about  August  1,  1912,  said  con- 
tract was  abandoned  by  mutual  agreement,  since  which  time, 
up  to  April  25,  1913,  complainant  retained  25  per  cent, 
of  all  amounts  received  from  toll  business,  on  which  latter 
date  defendant,  without  notice  to  complainant,  disconnected 
its  toll  line  from  complainant's  switchboard  and  installed 
a  toll  station  in  the  outskirts  of  the  town  and  refused  to 
reconnect  its  line,  necessitating  the  payment  of  a  messenger 
fee  for  all  long  distance  calls  and  great  inconvenience  to  the 
public  in  going  to  its  toll  station. 

The  complaint  substantially  states  the  facts  as  shown  by 
the  evidence  and  as  to  what  constitutes  the  facts  there  is 
practically  no  contention. 

In  addition  to  such  facts  as  are  detailed  in  the  complaint 
and  about  which  there  is  no  dispute,  it  is  shown  by  the 
evidence  that  the  complainant  collects  for  business  'phones 
a  monthly  rental  of  $1.75  and  for  residence  'phones  fl.25, 
but  makes  a  reduction  from  these  rental  rates  of  twenty- 
five  cents  per  month  where  subscribers  own  their  telephone. 
Rural  subscribers  pay  a  monthly  rental  of  $1.00. 

Defendant  contends  that  complainant  is  a  mutual  com- 
pany, and  that  under  the  law  it  is  not  required  to  give  to 
complainant  physical  connections;  this  contention  cannot 
reasonably  receive  consideration  as  it  is  ^own  that  all  sub- 
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scribers  paj  a  stated  monthly  rental  and  are  expected  to 
pay  same  in  advance.  From  the  evidence  it  is  apparent 
that  complainant  is  a  telephone  corporation  organized  for 
profit,  and  while  it  is  shown  that  no  dividends  have  been 
paid,  that  does  not  curtail  the  qualities  characteristic  of 
corporations  organized  for  profit;  complainant  may  be  what 
might  be  termed  a  semi-mutual  concern,  because  some  of 
the  subscribers  may  own  their  telephone  and  some  rural  sub- 
scribers may  owd  the  lines  leading  to  their  residences,  but 
the  fact  remains  that  all  subscribers  pay  a  stated  monthly 
rental  and  if  earnings  are  made  the  stockholders  will  share 
them  in  proportion  of  their  respective  stock  ownership. 

The  evidence  shows  that  defendant  made  complainant  an 
offer  of  12Y2  pcT  cent,  for  handling  its  business  before  dis- 
continuing the  service,  as  connected  with  the  complainant's 
switchboard;  that  defendant  now  maintains  in  a  residence  a 
toll  station  which  is  not  connected  with  the  exchange  switch- 
board, and  all  who  desire  to  use  the  toll  line  service  are  corn- 
lulled  to  go  to  the  toll  station  in  order  to  get  the  service, 
necessitating  the  use  of  a  messenger  and  the  expense  to  pa- 
trons of  a  messenger  fee.  For  the  operation  of  the  toll  sta- 
tion, defendant  pays  an  operator  flo.OO  per  month.  The 
largest  amount  of  commissions  paid  complainant  for  any 
one  month  was  |21.07 ;  the  average  for  a  nine  months'  period 
of  the  year  1912,  as  shown  by  the  statement  filed  was  f  lO.^O. 

No  evidence  was  offered  to  show  what  the  cost  of  serv- 
ice was  to  either  complainant  or  defendant;  the  complainant 
simply  contended  that  10  or  12'/;  per  cent,  commission  was 
too  low  and  defendant  contended  that  such  rates  were  cus- 
tomary percentages  paid  in  other  towns.  The  Commission, 
therefore,  has  not  at  hand  the  information  from  which  to 
properly  determine  what  the  proper  rate  of  commissions 
should  be  and  will  not  at  this  time  undertake  to  say  what 
rate  ^ould  be  paid. 

Section  5,  Article  XX,  of  the  Constitution,  provides: 

"All  telephone  and  telegraph  lines  operated  for  hire  shall  each  respect- 
ively receive  and  transmit  each  other's  messages  without  delay  or  dis- 
crimination, and  make  physical  connections  with  each  other's  lines,  under 
such  rules  and  regalations  as  shall  be  prescribed  by  lav*,  or  by  any  commis- 
sion created  by  this  Constitution,  or  any  act  of  the  legislature  for  that 
purpose." 
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lu  that  section  the  rights  of  the  public  to  service  are 
recognized  and  tliose  rights  were  paramount,  in  the  minds 
of  the  law-makers,  to  any  supposed  right  of  either  of  two 
companies,  in  so  far  as  concerns  the  terms  upon  which  con- 
iiertions  will  be  made.  Tliere  can,  in  this  cause,  be  no  doubt 
as  to  the  rights  of  the  patrons  of  the  complainant  com- 
pany— they  are  entitled  to  all  that  law  and  right  and  justice 
will  give  them.  The  rights  of  the  two  telephone  companies 
are  secondary  when  all  that  is  involved  is  the  question  of 
division  of  tolls. 

The  average  commissions  for  the  last  four  months  shown 
in  the  statement  would  be  approximately  the  amount  paid 
by  defendant  to  its  operator,  and  in  the  opinion  of  the  Com- 
mission, pending  adjustment,  defendant  should  pay  com- 
plainant that  amount.  The  present  arrangement  does  not 
afford  to  sul)8cribers  the  service  to  which  they  are  entitled 
and  the  Commission  is  not  disposed  to  withhold  from  them 
adeijuate  service,  pending  a  final  determination  or  adjust- 
ment of  what  amount  of  commission  should  be  paid;  and  if 
said  sum  is  not  satisfactory  to  either,  and  an  amicable  ad- 
justment cannot  be  made,  upon  request  of  either  party,  the 
Commission  will  take  up  for  consideration  and  determina- 
tion the  question  of  what  is  a  reasonable  compensation  for 
handling  toll  business. 

It  is  therefore  ordered,  That  complainant,  the  Jefferson 
County  Telephone  Company,  and  the  defendant,  the  Pioneer 
Telephone  and  Telegraph  Company,  make  physical  connec- 
tions of  tlie  toll  lines  of  defendant  with  the  switchboard 
of  complainant  in  such  manner  as  to  give  to  all  town  and 
rural  subscribers  as  good  service  as  the  facilities  will  afford, 
and  until  a  final  adjustment  or  determination  of  a  satis- 
factory basis  of  division  of  tolls,  the  defendant  shall  pa^  to 
complainant  the  sum  of  flS.OO  per  month,  the  amount  now 
paid  to  the  toll  station  operator. 

This  order  shall  be  in  full  force  and  effect  on  and  after 
August  1,  1913. 

Dated  at  Oklahoma  City,  Oklahoma,  this  fourteenth  day 
of  July,  1913. 
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In  the  Matteb  op  the  Application  of  the  Yachats  Tri.k- 
PHONB  Company  fob  Authobity  to  Increase  Rates. 

Order  U-F40. 

Decided  May  ifi,  igij. 

IncreaM  in  Rates. 

OBDER. 

Now  CD  tliis  twenty-ninth  day  of  Ma;,  1913,  ttie  above- 
entitled  matter  comes  on  for  final  determination  before  trie 
Railroad  Commission  of  Oregon.  Tlie  matter  baving  been 
duly  heard  and  submitted  and  full  investigation  of  the  mat- 
ters and  things  involved  having  been  had,  and  it  appearing 
to  the  Commission  that  there  is  no  objection  on  the  part  of 
the  public  or  patrons  of  the  above-named  company's  lines  to 
the  granting  of  the  authority  requested. 

It  is,  therefore,  ordered,  That  applicant  be,  and  hereby  i:?, 
authorized  to  increase  its  present  rate  of  seventy-five  ceufs 
per  month  to  stockholders  and  transient  messages  ten  cents, 
to  fl.00  per  month  for  said  stockholders  and  transient  mes- 
sages to  fifteen  cents  each. 

Dateil  at  Salem,  Oregon,  this  twenty-ninth  day  of  -May, 
1913. 
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In  the  Matteb  of  the  Application  op  the  Waldpobt  Tele- 
phone Company  for  Authobtty  to  Incbeasb  Rates. 

Order  U-F-41. 

Derided  May  *9,  1913. 

Increase  in  RntCB. 

ORDER. 

Now  on  this  twenty-ninth  day  of  May,  1913,  the  above- 
entitled  matter  comes  on  for  final  determination  before  the 
Railroad  Commission  of  Oregon.  The  matter  having  been 
duly  heard  and  submitted  and  full  investigation  of  the  mat- 
ters and  things  involved  having  been  had,  and  it  appearing 
to  the  Commission  that  there  is  no  objection  on  the  part  of 
the  public  or  patrons  of  the  above-named  company's  lines 
to  the  granting  of  authority  requested,  and  it  appearing 
further  that  the  revenue  afforded  by  the  present  rates  is  not 
sufficient  to  maintain  the  service, 

/(  is,  therefore,  ordered,  That  applicant  be,  and  hereby  is, 
authorised  to  increase  the  present  rate  of  seventy-five  cents 
per  month  to  stockholders  and  transient  messages  fifteen 
cents  to  ?1.00  per  month  for  line  used  only,  and  twenty-five 
cents  per  month  additional  for  use  of  telephone  when  com- 
pany furnishes  telephone,  and  to  retain  the  fifteen-cent  rate 
for  transient  message  fee. 

Dated  Salem,  Oregon,  this  twenty-ninth  day  of  May,  1913. 


C.  P.  Bowman,  Isaac  H.  Gobbell  and  A.  B.  Wattenberg, 
va.  Pacific  States  Telephone  and  Telegbaph  Company 
AND  The  Pacific  Telephone  and  Telegbaph  Company. 

No.  U-F-4. 
Decided  July  15.  1^13. 

PhjTBical  Connection  with  Line  Parallel  to  Line  Already  Connected- 
Jurisdiction  of  Commiisioo. 

Upon  complaint  as  to  the  refusal  of  the  defendants  to  establish  physical 
1  with  the  plaintiff  Bowman's  line,  it  appeared  that  the  defendants 
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afforded  physical  connection  to  the  Eastern  Oregon  Independent  Telephone 
Company  and  that  the  plaintiffs'  line  had  been  built  subsequently  to  and 
substantially  parallel  to  that  of  the  Eastern  Oregon  company,  and  amounted 
to  a  duplication  of  the  facilities  of  that  company.  The  defendants  objected 
to  the  Commission's  jurisdiction  on  the  ground  that  the  Commission  had 
no  power  under  the  law  to  afford  the  relief  prayed  for. 

The  Commission  overruled  the  objection  to  its  jurisdiction,  but  held  that 
public  necessity  did  not  require  the  granting  of  the  complainants'  request. 
The  complaint  was  accordingly  dismissed  without  prejudice  to  the  right 
of  the  complainants  to  make  application  again  whmever  the  plaintiffs'  line 
should  serve  territory  not  adequately  covered  by  the  defendants'  lines  or 
their  connections,  or  whenever  the  defendants'  service  should  become  in- 
adequate or  their  rates  unreasonable  and  the  defendants  fail  to  correct  them 
at  the  Commission's  direction.* 

ORDER. 

On  this  fifteenth  day  of  July,  1913,  this  matter  comes 
on  before  the  Commission  for  final  determination,  having 
been  heretofore  fully  heard  and  submitted  npon  the  com- 
plaint of  the  plainti£fs,  the  answers  of  the  defendants,  the 
evidence  and  proofs  offered,  and  the  arguments  of  counsel. 
Plaintiffs  appear  by  L.  A.  Eateb,  Esq.,  their  attorney,  and 
the  defendants  by  Charles  H.  Carey,  Esq.,  their  attorney. 

The  Commission  now  being  fully  advised  in  the  premises 
finds: 

— 1— 

Plaintiffs  are  residents  of  Umatilla  and  Morrow  Counties, 
Oregon.  Plaintiff,  C.  P.  Bowman,  is  a  farmer  by  occupation, 
and  also  owns  and  intends  to  operate  as  a  public  utility  a 
telephone  line  extending  from  Hermiston  to  Butter  Creek 
Valley,  with  a  branch  line  to  Echo  and  to  Stanfield,  all  in 
Oregon;  and  plaintiffs  Gobbell  and  Wattenberg  are  con- 
nected with  his  said  line  of  telephone.  At  the  time  of  the 
hearing  of  the  complaint  tliere  were  nine  telephones  con- 
nected with  said  lines,  but  no  charge  has  yet  been  made  for 
service  to  such  patrons. 

— 2— 

Defendant,  Pacific  States  Telephone  and  Telegraph  Com- 
pany, is  a  corporation  of  the  State  of  Oregon,  owning  a  tele- 
phone line  connecting  various  towns  in  Washington,  Idaho, 
•lulitor's  headnote.  .  ,,^  ,  ,,,,„  ^  .,,,.,,^ 
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and  Oregon,  with  the  cities  of  Portland,  Pendleton,  Heppner, 
Hermiston  and  Echo,  Oregon,  and  other  cities  in  said  State. 
The  line  of  telephone  of  said  Pacific  States  Telephone  and 
Telegraph  Company  is  leased  to,  and  is  actually  in  the  pos- 
session of  and  is  operated  by  The  Pacific  Telephone  and 
Telegraph  Company,  a  corporation  of  the  State  of  California, 
which  has  been  permitted  on  its  own  application  to  appear 
herein  as  a  defendant  and  has  filed  its  answer  to  the  com- 
plaint. 

The  defendants,  and  each  of  them,  have  refused  the  de- 
mands of  the  plaintiffs  to  permit  any  arrangement  to  be 
made  for  the  interchange  of  traffic  with  the  line  of  tele- 
phone owned  and  operated  by  the  plaintiff  Bowman  at  either 
Hermiston  or  Echo,  Oregon,  such  being  the  points  now 
reached  by  his  telephone  lines  where  such  interchange  can 
be  made,  if  at  all,  with  the  minimum  expense  and  incon- 
venience. 

The  defendants  have  entered  into  an  arrangement  for  the 
interchange  of  traffic  with  Eastern  Oregon  Independent  Tele- 
phone Company,  a  corporation  owning  and  operating  a  line 
of  telephone  as  a  public  utility,  in  the  cities  of  Pendleton, 
Hermiston  and  Echo,  Oregon.  Such  Eastern  Oregon  com- 
pany also  owns  and  operates  a  number  of  rural  telephone 
lines.  ]{y  means  of  such  traffic  arrangement,  patrons  of 
the  Eastern  Oregon  company  are  able  to  reach  all  telephones 
of  the  defendants. 

The  territory  served  by  the  telephone  line  of  the  plaintiff 
Bowman  is,  generally  speaking,  included  in  that  served  by 
the  Eastern  Oregon  company;  and  with  the  exception  of 
about  six  miles,  the  lines  of  telephone  of  the  plaintiff  Bow- 
man are  substantially  parallel  to  those  of  the  said  Eastern 
Oregon  company,  and  were  constructed  after  those  of  the 
Eastern  Oregon  company,  and  amount  to  a  practical  dupli- 
cation of  the  facilities  of  that  company.  That  no  complaint 
has  been  made  to  the  Commission  either  that  the  service 
afforded  by  the  Eastern  Oregon  company  in  the  district 
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rommoD  to  itR  lines  and  those  of  the  plaintiff  Bowman,  is 
not  reasonably  adequate,  or  tbat  its  rates  are  unreasonable, 
or  unjustly  discriminatory;  and  that  the  evidence  adduced 
on  the  present  hearing  does  not  show  either  of  said  states 
of  fact. 

Defendants,  at  the  commencement  of  the  hearing  upon 
the  complaint,  objected  to  the  introduction  of  any  evidence 
on  the  ground  that  the  Commission  has  no  power  under  the 
law  to  afford  the  relief  prayed  for,  or  to  consider  the  ap- 
plication. Upon  due  consideration  whereof,  it  is  ordered 
that  the  defendants'  objections  to  the  jurisdiction  be,  and 
they  hereby  are,  overruled. 

Upon  consideration  of  the  facts  as  shown  by  the  record 
herein,  the  Commission  is  of  the  opinion  that  no  public  ne- 
cessity exists  for  the  interchange  arrangement  prayed. 

/(  is,  therefore,  ordered,  considered  and  determined,  That 
the  complaint  herein  be  dismissed,  without  prejudice  to  the 
right  to  again  present  the  subject  matter  hereof  when  the 
lines  of  the  plaintiff  Bowman  shall  serve  territory  not  ade- 
quately covered  by  the  lines  of  the  defendants  or  their  con- 
nection is  inadequate,  or  their  rates  are  unreasonable,  and 
such  service  or  rates  are  not  corrected  in  compliance  with 
orders  of  the  Commission. 

Dated  at  Salem,  Oregon,  this  fifteenth  day  of  July,  1913. 


D,.-,:cdbyG00gIC 


SOUTH  DAKOTA. 

Board  of  Railroad  Commissioners. 
In   re   Inquiry   of   Homeste-^d   Telephone   Company   op 

OWANKA  AS  TO  FeEB   InTEBCHANGB  OF  SEEVICE.    - 

Complaint  No.  1364. 

Decided  February  j,  1913. 

Discriminatioii — Free  Interchange  o[  Service— Toll  Charges  to  NoH'Sub- 
■cribetft— Rates  to  Stockholder!  and  Non-Stockholdera. 

Held:  Thai  it  is  unlawful  for  a  telephone  coinpany  to  charge  different 
rates  to  its   stockholders   than   those  charged  non-sjoekholders; 

That  it  is  lawful  for  two  telephone  companies  to  arrange  for  free  inter- 
communication between  their  suhscribers ;  and  that  it  is  not  discriminatory 
to  make  a  toll  charge  to  non-subscribers  for  service  between  the  two  ex- 
chaoges,  but  that  this  service  must  be  offered  to  the  entire  public  upon  the 
same  terms.* 

OPINION  OF  COUNSEL  FOR  THE  BOARD.f 

I  have  before  me  the  letter  of  the  Homestead  Telephone 
Company  of  Owanka  in  which  they  propound  the  following 
question : 

"Please  inform  us  if  we  can  exchange  with  another  company  and  not 
charge  them  lolls,  and  they  not  charge  us  tolls,  and  at  the  same  time  charge 
all  parties  who  are  not  subscribers  in  either  company." 

Id  answering  the  above  inquiry,  the  word  "subscribers'' 
is  limited  simply  and  solely  to  persons  renting  telephones 
from  either  company,  for  whivh  a  rental  is  paid  to  the  com- 
pany from  which  tlie  telephone  instrument  is  rented,  and 
does  not  include  the  distinction  between  stockholders  and 

♦Editor's  head  note. 

tin  its  Pamphlet  No.  1.  issued  August  1,  1912,  the  Board  states  that 
the  opinions  of  its  Counsel  will  govern  in  the  various  subjects  to  which  they 
relate  unless  reconsidered  by  the  Board  or  reversed  by  court  procedure. — Ed. 
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Qon-stockholders.  I  make  this  distinction  because  I  have 
found  that  in  many  cases  these  mutual  companiee  use  the 
word  "subscribers"  as  applying  to  stockhoiders.  In  other 
words,  in  some  instances  these  rural  companies  attempt  to 
make  different  rates  for  persons  who  are  stockholders  than 
the;  charge  as  a  rental  fee  to  the  general  public,  and  I  wish 
to  limit  this  opinion  simply  and  solely  to  subscribers,  without 
reference  to  whether  they  are  stockholders  in  the  company 
or  otherwise. 

It  is  unlawful  for  a  telephone  company  to  make  different 
rates  for  stockholders  and  those  who  are  not  stockholders. 
All  are  entitled  to  the  same  service  and  to  the  same  rates 
without  reference  to  stock  ownership.  It  would  be  lawful  for 
two  telephone  companies  to  arrange  so  that  the  subscribers 
to  each  exchange  might  have  telephone  connection  and  com- 
munication with  the  subscribers  to  the  opposite  exchange, 
and  it  would  not  constitute  an  unlawful  discrimination  to 
charge  persons  who  are  not  subscribers  to  either  exchange 
a  toll  fee  for  telephone  service  between  the  two  exchanges, 
but  this  service  must  be  offered  to  the  entire  public  upon 
the  same  terms. 


Complaint  op  People's  Telephone  and  Tblbgbaph  Com- 
pany OF  Hot  Springs,  South  Dakota. 

Complaint  No.  1376. 

Decided  February  4,  1913. 

Jurisdiction  of  Board  tp  Compel  Subscribers  to  Change  from  One  Com- 
pany to  Another. 

Upon  complaint  by  the  People's  Telephone  and  Telegraph  Company  of 
Hot  Springs.  South  Dakota,  that  two  subscribers  of  a  rural  line  connected 
with  the  complainant's  exchange,  through  which  they  had  access  to  com- 
plainant's subscribers,  were  in  fact  engaged  in  business  within  the  City 
of  Hot  Springs  and  should  be  compelled  to  rent  telephones  from  the  People's 
company  and  pay  its  rates  for  city  service,  it  appeared  that  the  subscribers 
in  question  were  situated  without  the  city. 

Held:  That  the  subscribers  of  the  rural  line  have  the  legal  right  to  take 
service  from  either  company  and  cannot  be  deprived  of  that  right  and  the 
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Board  has  no  jurisdiction  to  compel  them  lo  take  telephone  service  from 
any  particular  telephone  company  of  to  change  from  one  company  to  an- 

OPINION  OF  COUNSEL  FOR  THE  IJOARD.f 

1  have  before  me  the  letter  of  the  People's  Telephone  and 
Telegraph  Company  of  Hot  Springs,  South  Dakota,  in  which 
they  istate  that  tbey  own  and  operate  in  the  City  of  Hot 
Springe  an  exchange  with  switching  connection  with  the 
telephone  line  coming  from  Buffalo  Gap,  owned  by  the  W.  (i. 
Flat  Telephone  Company,  and  complain  of  the  fact  that 
two  subacpiiiera,  one  an  ice  dealer  and  the  other  the  owner 
of  a  city  dairy,  are  subscriberB  of  the  W.  G.  Flat  Telephone 
Company's  lines  but  are  not  subscribers  of  the  People's 
Telephone  and  Telegraph  Company,  but  have  access  to  the 
subscribers  of  that  company  through  the  exchange  service  at 
Hot  Springs. 

The  owners  of  the  exchange  at  Hot  Springs — the  People's 
Telephone  and  Telegraph  Company — complain  that  these 
two  subscribers  of  the  W.  G.  Fiat  Company  are  in  fact  en- 
gaged in  business  within  the  City  of  Hot  Springs  and  should 
be  compelled  to  rent  telephone  instruments  from  it  and  pay 
its  rates  for  city  service.  Attached  to  the  communication, 
however,  is  a  rough  map  or  plat  from  which  it  appears  that 
the  owners  of  these  two  industries  are  not  situated  within 
the  City  of  Hot  Springs  and  that  the  telephone  connection 
which  they  have  is  with  the  rural  or  county  lines.  Tliey 
would  undoubtedly  have  the  right  to  become  subscribers 
to  the  People's  Telephone  and  Telegraph  Company  for  city 
service,  but  there  is  no  jurisdiction  in  the  Board  of  Bail- 
road  Commissioners  to  compel  these  patrons  to  take  tele- 
phone service  from  any  particular  telephone  company  or  to 
change  from  one  telephone  company  to  another.  They  have 
the  legal  right  to  become  subscribers  to  the  W.  G.  Plat  Tele- 
phone Company,  and  we  know  of  no  rule  of  law  by  which 

•Editor's  headnote. 

tin  its  Pamphlet  No.  1,  issued  August  1.  1912,  the  Board  slates  that  the 
opinions  of  its  Counsel  will  govern  in  the  various  subjects  to  which  tbey 
relate  unless  reconsidered  by  the  Board  or  reversed  by  court  procedure. — Ed. 
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they  can  be  deprived  of  this  rigbt.  It  was  a  matter  for  tlieiii 
to  clioose  to  whicb  telephone  line  they  should  become  sub- 
scribers. 


Ln  the  Matter  of  the  Application  of  the  Union  Tele- 
phone CoMPANy  of  Hartfoed,  South  Dakota^  foe  Pee- 
MissioN  TO  Increase  Telephone  Rental  Bates. 

Complaint  No.  1366. 
Decided  March  27,  igis. 

DiBcount  for  Prompt  Parment. 

REPORT.* 

In  the  matter  of  the  petition  of  the  Union  Telephone  Com- 
pany of  Hartford,  South  Dakota,  application  having  been 
made  for  an  increase  of  twenty-five  cents  per  month,  with 
tlie  privilege  of  giving  a  discount  of  twenty-five  cents  per 
month  if  paid  within  a  certain  time  after  the  same  became 
<lue,  said  matter  having  been  referred  to  me,  and  after  due 
consideration  of  the  matter  in  hand,  I  hereby  recommend 
that  the  said  application  for  the  increase  and  the  allowance 
of  the  discount  be  approved. 

Dated  at  Pierre,  the  Capital,  this  twenty-seventh  day  of 
March,  1913. 

Charles  Nei^son  vs.  Hurley  Telephone  Company,  Viborg 

AND  ObNTERPOINT  TELEPHONE  COMPANY,  ThB  StENINGEH 

Telephone  Company,  Tbi-County  Faembrs  Telephone 
Company.  Wakonua  Telephone  Company,  Centbbvtlle 
Telephone  Company  and  Citizens'  Telephone  Com- 
pany. 

Complaint  No.   1319. 

Decided  April  24.   igij. 

Connecting  Companiei — DiBcrimination  in  Switching  Charges — Free  In- 
terchange of  Switching  Service  Forbidden— Additional  Charge  to 
Lines  Not  Directly  Connected. 

Upon  complaint  of  discrimination  against  several  connecting  telephone 
companies,  it  appeared   that   free  interchange  of    service  existed   between 

*Thi«  report,  submitted  by  Commissioner  J,  J.  Murphy,  was  adopted  by 
the  Board  and  the  application  was  granted,  but  no  order  was  issued. — Ed. 
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certain  lines,  wherea.s  a  lo!l  charge  was  made  for  messages  between  olher 

Held:  That,  in  accordance  with  the  statute,  a  switching  fee  of  not  more 
than  twenty^five  cents  per  month  per  tclepliune  should  be  charged  for 
switching  service  between  rural  lines  and  local  exchanges  in  all  instances, 
including  those  where  a  free  interchange  of  service  now  exists ; 

That  there  must  be  no  discrimination  between  companies  in  arrangements 
for  switching  service; 

That  subscribers  of  a  local  exchange,  upon  payment  of  the  rental,  and 
subscribers  of  rural  lines  connected  therewith,  upon  payment  of  the  switch- 
ing fee,  are  entitled  to  service  throughout  the  unit  constituted  by  the  local 
exchange,  the  rural  lines  owned  and  operated  by  it  and  the  rural  lines  con- 
nected with  it ; 

That  the  statute  contemplates  the  making  of  an  additional  charge  for 
service  to  stations  outside  of  this  unit.* 

DECISION.t 

In  the  above-entitled  case  all  of  the  telephone  companies 
are  located  in  Turner  County  and  are  so  constructed  tbat 
there  Is  connection  between  all  of  the  telephone  lines  of 
the  defendants.  The  Steninger  Telephone  Company  is  lo- 
cated at  Parker,  with  an  exchange  at  Hurley,  and  connections 
with  the  Hurley  Telephone  Company  and  Viborg  and  Cen- 
terpoint  Telephone  Company.  For  messages  originating  on 
any  of  its  lines  and  terminating  on  the  lines  of  any  of  the 
defendants  a  fee  of  ten  cents  is  exacted,  and  for  messages 
originating  on  any  other  lines  and  terminating  on  the  Sten- 
inger lines  a  like  fee  is  collected. 

The  Hurley  Telephone  Company  has  an  exchange  at 
Marion  and  Dolton  and  a  switch  at  a  point  known  as 
Fleeger's.  On  messages  to  persona  residing  in  Centerville 
there  is  exacted  a  charge  of  20  to  25^,  but  as  to  all  other 
lines,  except  the  Steninger  lines,  there  is  a  free  interchange 
of  service. 

The  Viborg  and  Centerpoint  Telephone  Company  is  lo- 
cated at  Viborg,  with  a  line  into  Centerpoint,  and  connects 
with  The  Strninger  Telephone  Company,  the  Tri-County 
Farmers  Telephone  Company,  the  Davis  Telephone  Company, 
and  the  Centerville  Telephone  Company.     As  between  the 

•Editor's  headnote. 

tThe  opinion  submitted  in  this  case  by  the  Counsel  for  the  Board  is 
printed  in  Commission  Leaflet  No.  19.  at  page  68.— Ed. 
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lines  of  the  Steninger  and  Viborg  and  CenterpoiDt  compa- 
nies a  lO-cents  fee  Ib  exacted  on  all  incoming  and  outgoing 
messages,  bat  as  to  other  companies  there  is  a  free  inter- 
change of  serrice. 

The  Tri-County  Farmers  Telephone  Company  is  located 
-at  Irene  and  has  connection  with  the  Wakonda  Telephone 
Company,  the  Centervllle  Telephone  Company,  the  Viborg 
and  Centerpoint  Telephone  Company,  and  the  Hurley  Tele- 
phone Company  at  the  general  store  in  Irene  through  Flee- 
ger's  switch.  On  all  incoming  and  outgoing  messages  on 
these  lines  it  exacts  a  fee  of  10  cents. 

The  Wakonda  Telephone  Company  is  located  at  Wakonda 
in  Clay  County,  and  a  fee  of  10  cents  is  charged  on  all  in- 
coming and  outgoing  messages  as  between  it  and  other  com- 
panies. 

The  Centerrille  Telephone  Company,  of  Oenterville, 
charges  a  fee  of  from  20  to  25  cents  for  talking  to  persons 
in  Centerviile  over  the  Hurley  line,  and  as  to  its  rural 
lines  it  has  the  same  reciprocal  agreement  for  the  mutual 
interchange  of  service  as  exists  with  other  companies.  There 
is  also  located  at  Oenterville  the  Citizens'  Telephone  Com- 
pany, which  owns  the  Davis  exchange  and  which  has  a  free 
interchange  of  service  with  the  Viborg  and  Centerpoint  and 
'  the  Hurley  telephone  companies. 

Quite  naturally,  the  mere  fact  that  fees  are  charged  for 
the  transmission  of  telephone  messages  over  some  lines 
where  no  fee  is  exacted  by  other  lines  creates  a  situation 
which  causes  the  telephone  patrons  to  believe  that  the  tele- 
phone companies  exacting  the  charge  are  discriminating. 
Our  statute  contemplates  that,  as  between  telephone  com- 
panies operating  rural  lines  and  other  companies  operating 
local  exchanges,  there  shall  be  a  switching  service  from  the 
rural  lines  on  to  the  local  exchange  so  as  to  permit  sub- 
scribers on  rural  lines  to  communicate  with  subscribers  on 
the  local  exchange  with  which  their  rural  lines  are  connected. 

Any  person  who  becomes  a  subscriber  of  a  telephone  com- 
pany operating  a  local  exchange,  and  in  connection  there- 
with a  rural  telephone  line  owned  and  operated  by  it,  as 
well  as  any  person  who  is  a  subscriber  of  a  niral  telephone 
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company  not  owned  by  such  local  exchange  but  having  switch- 
ing counectionH  therewith,  aa  provided  by  Section  8,  Chapter 
289,  of  the  Laws  of  1911,  upon  the  payment  of  the  rental 
in  the  former  ease  and  of  the  switching  fee  in  the  latter 
ease  becomes  entitled  to  talk  over  the  lines  of  the  company 
owning  and  operating  the  local  exchange,  including  not  only 
the  subscribers  to  the  local  exchange  hut  the  subscribers  to 
the  rural  telephone  system  owned  and  operated  by  it,  and 
subscribers  of  tlie  rural  line  having  switching  connection 
therewith,  without  the  exaction  of  any  additional  charge. 
In  other  words,  the  local  exchange  and  its  rural  lines  owned 
and  operated  by  it,  and  the  rural  line  connected  with  it  on  a 
switching  proposition  under  the  provisions  of  Section  8  of 
the  telephone  law,  becomes  one  telephone  system  or  unit, 
and  upon  the  payment  of  the  rental  fees  in  one  case  and 
the  switching  fees  in  the  other,  all  subscribers  to  this  unir, 
are  entitled  to  talk  with  each  other  without  the  exaction 
of  any  additional  charge.  When  any  patrons,  however,  of 
this  unit  desire  to  talk  to  a  subscriber's  station  oflf  this  unit 
and  on  another  independent  telephone  line,  for  such  a  service 
our  statute  contemplates  exaction  of  an  additional  fee. 

In  this  instance,  as  between  rural  telephone  companies 
and  telephone  companies  operating  local  exchanges,  our  stat- 
ute contemplates  a  switching  fee  which  shall  not  exceed  in 
any  event  a  charge  of  25  cents  per  month  for  each  telephone 
instrument  located  on  the  rural  lines.  When  a  rural  tele- 
phone line  is  connected  with  a  local  exchange  of  another 
company,  the  rural  line  pays  to  the  local  exchange  a  switch- 
ing fee  of  not  to  exceed  25  cents  per  month  for- each  tele- 
phone instrument  on  its  line,  and  is  then  permitted  to  have 
a  mutual  interchange  of  business  with  the  subscribers  of 
such  exchange  and  with  the  subscribers  of  alt  rural  lines 
having  switching  connections  therewith.  The  mere  fact  that 
one  becomes  a  subscriber  to  a  telephone  company  engaged 
in  conducting  a  rural  telephone  business  does  not  entitle 
him  fo  talk  with  every  subscriber  of  every  other  telephone 
company  in  the  same  vicinity  for  the  single  switching  fee  of 
25  cents  per  month  merely  because  there  is  telephone  con- 
nection between  the  companies.     By  becoming  a  subscriber 
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he  is  entitled  to  telephone  to  patrons  on  the  line  or  lines 
ot  the  telephone  system  of  which  his  line  is  a  part,  but  out- 
side of  that  the  statute  contemplates  the  collection  of  a  fee 
for  service  on  to  foreign  lines. 

By  way  of  illustration,  the  subscribers  on  the  Steninger 
rural  lines  in  the  vicinity  of  Parker,  for  the  rental  fee 
charged,  are  entitled  to  talk  to  all  the  patrons  on  the  rural 
lines  of  the  Steninger  exchange  and  the  local  exchange  at 
Parker;  and  this  same  situation  applies  to  every  other  tele- 
phone company.  If,  howeVer,  a  subscriber  of  the  Steninger 
rural  lines  in  the  vicinity  of  Parker  desires  to  talk  with 
any  persons  on  the  Viborg  and  Centerpoint  lines,  or  tlie 
Hurley  telephone  lines,  or  the  Tri-County  telephone  lines, 
or  any  other  teleplione  company's  lines,  then  our  statute 
contemplates  the  exaction  of  a  fee,  and  as  between  rural 
lines  it  contemplates  the  exaction  of  a  switching  cliarge  for 
the  switching  of  messages  betweeu  rural  lines  and  exchanges. 
As  between  these  rural  lines  the  switching  fee  may  be  fixed 
at  any  amount  not  exceeding  25  cer^ts  per  month  for  each 
telephone  instrument.  In  all  those  cases  where  the  telephone 
companies  in  Turner  County  are  having  a  mutual  inter- 
change of  telephone  service  free  of  charge,  such  telephone 
companies  shall  rearrange  their  rates  so  as  to  provide  for 
a  switching  fee  as  between  rural  telephone  lines  and  the 
local  exchange  or  telephone  systems  with  which  such  lines 
desire  switching  connection  or  service,  so  that  while  patrons 
on  such  rural  lines  may  be  permitted  to  talk  to  other  patrons* 
on  the  same  system  lines,  and  to  subscribers  on  the  local 
exchange,  for  the  rental  charge  per  'phone,  when  it  comes 
to  talking  with  persons  over  the  lines  of  other  telephone 
companies  or  systems  not  having -switching  connections  with 
the  local  exchange,  a  switching  fee  should  be  exacted  for 
that  service.  The  telephone  companies  should  get  together 
and  adjust  this  matter  and  make  report  of  their  action  to  the 
board. 

The  attention  of  the  telephone  companies  interested  is 
expressly  directed  to  the  fact  that  in  the  interchange  and 
switching  of  messages,  there  must  be  no  discrimination;  that 
is,  all  telephone  companies  should  receive  the  same  treatment 
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Done  in  regular  session  at  tlie  City  of  Pierre,  the  Capital, 
on  tliis  twenty-fourth  day  of  April,  1913. 

/((  re  Switching  Sekvice  at  Fbbbman,  South  Dakota. 

Complaint  No.  1473. 

Decided  Jnne  w,  1913. 

SUtutorj'  Switching  Fee — Heuage  Rate  IllegaL 

Held:  That  the  statute,  in  providing  that  the  switching  fee  to  be  charged 
for  service  between  rural  lines  and  local  exchanges  shall  not  exceed  twenty- 
live  cents  per  mojith  for  each  telephone  connected,  does  not  contemplate 
the  charging  of  a  separate  fee  for  each  message ; 

That  the  practice  of  charging  live  cents  per  message  for  switching  mes- 
sages at  Freeman  is  a  distinct  violation  of  the  provisions  of  the  statute, 
especially  in  instancts  where  the  amotmt  so  collected  for  switching  has 
exceeded  twenty-live  cents  per  month  ; 

That  the  fee  charged  for  switching  service  should  be^a  monthly  sum  and 
must  not  exceed  twenty-live  cents  per  month.* 

OPINION  OF  COUNSEL  FOR  THE  BOARD.f 

I  have  before  me  a  letter  from  a  Mr.  J.  J.  Mendel,  who,  I 
understand,  owns  and  operates  the  telephone  line  and  ex- 
change at  Freeman  in  Hutchinson  County,  and  have  also 
some  correspondence  from  one  J.  J.  Bolinger,  of  Marion, 
South  Dakota,  written  on  Mialf  of  flie  Hurley  Telephone 
Company,  concerning  the  situation  at  Freeman. 

From  the  correspondence  it  appears  that  the  Hurley  Tele- 
phone Company  has  several  telephone  lines  connecting  with 
the  exchange  operated  by  Mr.  Mendel  at  Freeman.  Two  of 
the  lines  are  numbered  13  aud  14,  and  these  are  connected 
only  with  the  Freeman  exchange.  Two  others  of  the  lines 
■  are  numbered  12  and  21,  and  in  addition  to  being  connected 
with  the  exchange  at  Freeman  are  likewise  connected  with 
the  exchange  at  Marion,  so  that  the  patrons  on  these  two 
lines  may  converse  with  patrons  ou  the  Freeman  exchange 
or  the  Marion  exchange  at  their  pleasure. 

♦Editor's  head  note, 

tin  its  Pamphlet  No.  1,  issued  August  1,  1912,  th  eBoard  states  that  the 
opinions  of  its  Counsel  will  govern  in  the  various  subjects  to  which  they 
relate  unless  reconsidered  by  the  Board  or  reversed  by  court  procedure. — Ed. 
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It  seems  that  for  these  different  lines  different  switching 
fees  are  named;  that  for  lines  13  and  14  a  switching  fee 
of  92.50  per  annum  for  each  telephone  instrument  is  pro- 
vided, while  as  to  subscribers  on  lines  12  and  21  a  switch- 
ing fee  of  five  cents  per  call  is  charged  regardless  of  whether 
the  five  cents  exceeds  twenty-five  cents  per  month,  and  the 
reason  given  for  this  is  that  the  subscribers  on  these  lines, 
being  connected  with  both  exchanges,  use  the  exchange  at 
Marion  more  than  they  do  the  exchange  at  Freeman.  From 
the  correspondence  before  me,  however,  I  take  it  that  in  the 
past  the  switching  fee  over  lines  12  and  21  at  Freeman 
has  exceeded  the  twenty- five-cent  switching  fee  provided  by 
statute.  Our  statute  contemplates  that  a  switching  fee  shall 
be  established  for  the  interchange  of  telephone  service  be- 
tween rural  lines  and  telephone  escbaages,  and  that  this 
switching  fee  may  be  established  at  some  amount  not  to 
exceed  twenty-five  cents  per  month  for  each  telephone  in- 
strument on  the  rural  line  connected  with  the  local  exchange. 
The  statute  does  not  contemplate  the  charging  of  a  separate 
fee  for  each  message.  Evidently,  with  reference  to  lines  12 
and  21,  the  original  thought  was  that,  as  the  patrons  on  these 
lines  used  the  Freeman  exchange  but  little,  and  transacted 
all  business  through  the  Marion  exchange,  the  five-cent  fee 
would  not  amount  to  twenty-five  cents  per  month,  while  it 
is  disclosed,  by  the  correspondence  that  it  has  amounted  to 
twenty^five  cents  a  month,  and  in  some  cases  has  exceeded 
tJiat  amount,  in  direct  violation  of  the  provisions  of  the  law. 
The  owner  of  the  Freeman  exchange  and  the  Hurley  Tele- 
phone Company  shonld  rearrange  their  agreement  so  as  to 
provide  as  to  lines  12  and  21  for  a  switching  fee  on  the  basis 
of  so  much  per  month  for  each  instrument  located  on  these 
lines,  the  amount  not  in  any  event  to  exceed  twenty-flve 
cents  per  month.  Our  statute  contemplates  that  all  tele- 
phone companies  shall  be  treated  alike.  Their  former  prac- 
tice of  charging  five  cents  per  message  for  switching  mes- 
sage at  Freeman  for  patrons  on  these  lines  is  a  distinct 
violation  of  the  provisions  of  the  statute,  and  particularly 
Bo  where  the  amount  of  the  switching  fee  has  exceeded 
twen^-fiye  cents  per  month. 
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TENNESSEE. 

Railroad  Commission. 

Houston  (.'ounty  Telephone  and  Telegeaph  Comi-any  ««. 
Cumberland  Telei-hone  and  Telegraph  Company. 

Decided  July  ij,  ifiij. 

Unfair  Competition — Service  at  Lower  Rates  than  Those  Charged  by 
Competing  Company — Service  Rendered  at  Less  than  Cost — Free 

The  cumplainant  in  this  case  alleged  that  the  Cumberland  Telephone  and 
Telegraph  Company  had  installed  telephones  free  of  charge  and  was  fur- 
nishing service  at  less  than  cost  for  the  sole  purpose  of  driving  the  com- 
plainant out  of  business.  The  Commission  ordered  the  defendant  to  cease 
charging  rates  lower  than  those  charged  by  the  complainant  and  forbade 
either  company  to  furnish   free  service  thereafter.* 

ORDER. 

In  this  cause,  ujioii  oomplaint  of  Houston  County  Tele- 
phone and  Telegraph  Company,  the  Cumherland  Telephone 
and  Telegraph  Company  is  herel)3-  ordered  to  desist  and  cease 
charging  rates  for  telephone  exchange  service  in  Houston 
County  less  tlian  the  rates  charged  hy  the  Houston  County 
Telephone  and  Telegraph  ('(tnipany,  and  neither  company 
shall  hereafter  allow  any  free  exchange  service  to  their  re- 
spective patrons. 

This  order  effective  August  1,  1913. 

•Editor's  nole  prepared   from  record. 
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WISCONSIN. 

Railroad  Commission. 

Union  Telephone  Company  vs.  Westebn  Crawford  County 
Faemees'  Mutual  Telephone  Company,  People's  Tele- 
phone Company  and  Farmers'  Telephone  Company 
OP  Lancaster. 

Decided  Juve  I6,  sgij. 

Connecting  Companies — Switcfaing  Chargea  to  Lines  Directly  Connected 

—Switching  Charges  to  Lines  Hot  Directly  Connected — Toll  Rates 

— Free  Switching  Service. 

It  appearing  that  the  Commission's  order  in  this  case,  dated  November 
21,  1912,*  had  caused  dissatisfaction  and  that  the  situation  in  respect  to 
which  the  order  was  issued  had  changed,  a  rehearing  was  ordered  by  the 
Commission. 

The  previous  order  had  provided  for  a  charge  of  $2.50  per  year  for 
switching  service  to  telephones  on  lines  directly  connected  with  the  com- 
plainant's Prairie  du  Chien  exchange  and  for  a  rate  of  three  cents  per 
message  for  switching  service  to  lines  connected  therewith  only  through 
the  central  office  at  Eastman  or  Bridgeport. 

It  appeared  that,  as  a  result  of  the  Commission's  order,  nearly  all  of  the 
direct  connections  of  the  Western  Crawford  County  Farmers'  Mutual  Tele- 
phone Company  had  been  severed,  since  its  subscribers  preferred  to  pay  a 
message    rate   by   way   of   Eastman   or    Bridgeport    rather    than   the   annual 

It  further  appeared  that  since  the  date  of  the  previous  order,  the  com- 
plainant had  purchased  a  clear  wire  between  Prairie  du  Chien  and  Bridge- 
port, and  was  charging  ten  cents  per  message  in  addition  to  the  switch- 
ing fee  of  three  cents,  making  a  total  charge  of  thirteen  cents  for  messages 
between  Prairie  du  Chien  and   Bridgeport  or  points  beyond. 

It  also  appeared  that  the  People's  Telephone  Company  desired  to  make 
a  chaise  of  three  cents  per  message  for  at]  messages  reaching  its  lines 
from  the  complainant,  Union  Telephone  Company,  over  the  lines  of  iiie 
Western  Crawford  County  company. 

Hfid:  That  the  subscribers  of  the  Western  Crawford  County  Farmers' 
Mutual  Telephone  Company  are  entitled  to  use  their  discretion  in  choos- 
ing the  sort  of  switching  service  which  they  prefer; 

That  the  switching  fee  of  three  cents  covers  the  expense  of  handling 
messages  at  Prairie  du  Chien  and  the  additional  charge  should  be  only 
sufficient  to  meet  the  expense  of  owning,  operating  and   maintaining  the 


*Printed  in  Commission  Leaflet  No.  13,  at  page  45.— Ed. 
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clear  wire,  and  that  two  cents  per  message  will  cover  this  cost,  making  a 
total  charge  of  live  cents  for  messages  between  Prairie  du  Chien  and  Bridge- 
port or  beyond; 

That  the  People's  Telephone  Company  is  entitled  to  compensation  for 
switching  messages  and  that  three  cents  per  message  is  a  reasonable  charge 
for  such  service; 

That  the  Western  Crawford  County  Farmers'  Mutual  Telephone  Com- 
pany has  the  right  to  furnish  switching  service  free  of  charge,  if  it  so 
chooses,  but  it  has  no  right  to  demand  that  connecting  companies  shall 
also  afford  switching  service  without  compensation  therefor,  and  they  can- 
not be  compelled  to  do  so. 

An  order  was  entered  providing  for  a  switching  fee  of  three  cents  per 
message  for  messages  between  Prairie  du  Chien  and  Eastman  or  beyond; 
(or  a  charge  of  five  cents  per  message  for  messages  between  Prairie  du 
Chien  and  Bridgeport  or  beyond ;  and  for  an  additi<Miai  charge  of  three 
cents  per  message,  to  be  paid  to  the  People's  Telephone  Company,  for  all 
messages  between  Prairie  du  Chien  and  points  on  the  lines  of  the  latter 
company.  It  was  further  provided  that  the  complainant  may,  at  its  option, 
hold  the  Western  Crawford  County  company  or  che  individual  subscribers, 
responsible  for  charges.* 

REHEARING. 

On  November  21,  1912,  the  Commission  issued  an  ordert 
in  tiie  above-entitled  matter  providing,  among  other  things, 
that  patrons  of  the  Western  Crawford  Connty  Farmers' 
Mutual  Telephone  Company,  who  were  able  to  call  Prairie 
du  Chien  directly  and  to  be  called  directly  from  that  central, 
should  be  charged  for  service  either  directly  or  through 
the  company  of  which  they  were  patrons  at  the  rate  of  f2.50 
per  'phone  per  year,  and  that  a  charge  of  three  cents  per 
message  should  be  established  on  all  messages  to  or  from 
Eastman  and  Bridgeport  or  beyond,  to  compensate  the  Union 
Telephone  Company  for  its  service  in  switching  these  mes- 
sages. Considerable  dissatisfaction  apx)ears  to  have  been 
felt  by  the  respondents  in  this  proceeding  and  the  loaded 
lines  between  Prairie  du  Chien  and  Eastman  and  Prairie 
du  Chien  and  Bridgeport  were  severed  so  that  only  one 
or  two  subscribers  of  each  line  remained  connected  directly 
to  the  Prairie  du  Chien  switchboard.  The  effect  of  this  was 
that  all  messages  to  or  from  'phones  on  these  hmded  lines 
beyond  the  points  where  the  lines  were  cut  had  to  be  routed 


•Editor's  headnote. 

•Printed  in  Commission  Leaflet  No.  13,  at  page  4S.— 
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through  Eastman  or  Bridgeport  subject  to  a  charge  of  three 
'  cents  per  call  for  switching  bj  the  Union  Telephone  Company. 

It  appears  that  the  Union  telephone  Company,  since  the 
date  of  order  referred  to  abore,  has  purchased  from  the  La 
Crosse  Interurban  Telephone  Company  certain  lines  in  Craw- 
ford County  including  a  clear  line  of  some  six  miles  in  length 
from  Prairie  du  Chien  to  Bridgeport.  This  clear  line,  prior 
to  the  time  that  it  was  purchased  by  the  Union  Telephone 
Company,  had  been  used  for  the  conveyance  of  messages 
between  Prairie  du  Chien  and  Bridgeport  under  the  juris- 
diction of  the  Western  Crawford  County  Farmers'  Mutual 
Telephone  Company.  As  this  line  was  not  the  property  of 
the  Union  Telephone  Compiany  at  the  time  of  the  first  order 
in  this  case  no  provision  was  made  for  a  charge  to  be  levied 
by  that  company  in  addition  to  the  charge  for  switching  serv- 
ice for  messages  passing  over  this  line.  When  the  Union 
Telephone  Company  purchased  this  line  it  appears  that  that 
company  instituted  a  charge  of  ten  cents  per  message  on 
all  messages  to  or  from  Prairie  dn  Chien  passing  over  this 
line  in  addition  to  the  charge  of  three  cents  per  message 
for  switching  service,  so  that  the  total  charge  per  message 
was  thirteen  cents. 

In  order  that  all  matters  in  this  case  might  be  carefully 
reviewed  a  rehearing  was  ordered  by  the  Commission,  which 
rehearing  was  held  at  Madison,  Wisconsin,  April  25,  1913. 

Appearances  were  A.  H.  Long,  for  the  Western  Crawford 
County  Farmers'  Mutual  Telephone  Company ;  J.  A.  Murray, 
for  the  Union  Telephone  Company;  E.  E.  Tratiach,  Secre- 
tary of  the  Western  Crawford  County  Farmers'  Mutual  Tele- 
phone Company  and  P.  T.  Maney,  on  behalf  of  the  same 
company;  and  William  Layton,  Secretary  of  the  People's 
Telephone  Company. 

In  addition  to  the  matters  mentioned  above,  it  developed 
at  the  hearing  that  the  People's  Telephone  Company  wished 
to  charge  three  cents  per  message  for  all  messages  from  tlie 
Union  Telephone  Company,  which,  after  passing  over  lines 
of  the  Western  Crawford  County  Farmers'  Mutual  Telephone 
Company,  reached  the  lines  of  the  People's  Telephone  Com- 
pany. 
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Tlie  original  order  in  this  case  contemplated  a  payment 
of  $2.50  for  each  of  some  60  teleptioneg  on  lines  from  Prairie 
du  Chien  to  Eastman  and  Bridgeport  which  were  directly 
connected  with  the  Prairie  du  Chien  switchboard.  Aa  it 
appeared  that  some  of  the  users  of  these  telephones  pre- 
ferred to  pay  the  message  charge  and  to  have  their  messages 
routed  over  the  toll  lines  to  Prairie  du  Chien,  the  loaded 
lines  were  disconnected  leaving  only  two  or  three  patrons 
connected  to  the  Prairie  du  Chien  switchboard.  From  the 
testimony  introdiiced  at  the  hearing  it  appears  that  this 
has  occasioned  considerable  dissatisfaction  among  the  sub- 
scribers between  Prairie  du  Chien  and  Eastman  and  Bridge- 
port, and  it  was  stated  that  the  ^N'estern  Crawford  County 
Farmers'  Mutual  Telephone  Company  is  now  engaged  in 
constructing  lines  paralleling  the  existlug  loaded  lines  which 
will  be  connected  t*t  the  Prairie  du  Chieu  switchboard  so 
that  parties  living  between  Prairie  du  Chien  and  Eastman 
or  Prairie  du  Chien  and  Bridgeport  will  be  able  to  have 
connection  directly  with  Prairie  du  Chien  at  the  rate  of 
f2.50  per  year  if  they  choose  to  take  this  class  of  service. 
If  not,  their  connection  with  Prairie  du  Chien  must  be  made 
as  at  present  over  the  toll'  lines  and  subject  to  the  mes- 
sage rate.  In  any  case,  there  will  be  physical  connection 
suflScient  to  meet  the  needs  of  the  service,  and  it  does  not 
appear  to  be  necessary  to  enter  any  order  covering  this 
phase  of  the  matler.  If  the  sul)scribers  of  the  Western 
Crawford  County  L'annei-s'  Mutual  Telephone  Company  pre- 
fer to  pay  the  message  rate  and  have  physical  connection 
with  Prairie  du  Chien  switchboard  over  the  toll  lines,  that  is 
a  matter  which  it  seems  should  be  left  to  their  discretion. 
The  point  to  be  investigated  here  is  the  reasonableness  of 
the  message  charge.  In  the  original  decision  in  this  case 
a  charge  of  three  cents  per  message  per  switching  service 
was  established.  This  was  not  intended  to  include  any  re- 
turn to  the  Union  Telephone  Company  upon  property  which 
it  did  not  own,  such  as  the  lines  from  Prairie  du  Chien  to 
Eastman  and  Bridgeport.  These  lines  at  that  time  were 
under  the  jurisdiction  of  the  Western  Crawford  County 
Farmers'  Mutual  Telephone  Company,  the  latter  of  them 
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by  virtue  of  an  agreement  alleged  to  have  been  entered  into 
between  that  company  and  the  La  Crosse  Interurban  com- 
pany. -  At  present,  however,  the  Union  Telephone  Company 
owns  the  clear  line  extending  from  Prairie  du  Chien  to 
Bridgeport,  of  which  it  appears  that  the  cost  was  approxi- 
mately $70.00,  a»  $425.00  was  paid  to  the  La  Crosse  Inter- 
urban Telephone  Company  for  some  36  miles  of  line.  As 
the  Union  Telephone  Company  owns  this  line  and  has  to 
keep  it  in  repair,  it  is  only  reasonable  that  that  company 
should  obtain  sufficient  rcvenne  from  messages  passing  over 
this  line  to  provide  for  interest  and  depreciation  upon  the  line 
and  to  keep  the  line  in  proper  condition.  The  manager  of 
the  Union  Telephone  Company  estimated  that  tlie  cost  of 
maintaining  this  line  would  be  about  |30.00  per  year.  In- 
terest at  7  per  cent,  upon  the  cost  of  the  line  would  be  very 
nearly  $5.00  per  year.  It  is  hard  to  estimate  the  amount 
which  should  be  set  aside  for  depreciation  as  the  records  do 
not  show  the  cost  of  replacing  this  particular  line,  but  it 
seems  to  be  clear  that  from  $40.00  to  $50.00  per  year  at  the 
least  must  be  earned  by  the  Union  Telephone  Company  from 
messages  passing  over  this  line  in  order  to  meet  the  addi- 
tional expenses  involved  in  its  ownership.  Ten  cents  per 
message  on  lK>tIi  incoming  and  outgoing  messages  in  addi- 
tion to  the  switching  charge  appears  to  be  unreasonable. 
There  is  no  complete  record  of  the  number  of  messages  pass- 
ing over  tliis  line,  partly  due  to  the  fact  that  since  the  loaded 
line  from  Bridgei)ort  to  Prairie  dn  Chien  has  been  out,  the 
offlcera  of  the  Union  Telephone  Company  have  assumed  that 
patrons  of  this  loaded  line  would  still  be  required  to  pay 
$2.50  per  telephone  per  year  to  the  Union  Telephone  Com- 
pany instead  of  paying  a  message  rate,  consequently  all  mes- 
sages over  the  t^>ll  line  to  Bridgeport  which  either  originated 
or  terminated  at  stations  on  the  loaded  line  have  not  l>een 
charged  for  at  the  message  rate  and  no  record  of  them  ap- 
pears to  have  been  kept.  Also  we  have  no  record  on  file  of 
the  numl>er  of  messages  coming  in  to  Prairie  du  Chien  over 
this  toll  line  from  Iti-idgeport  to  points  beyond.  A  record 
was  submitted  showing  that  117  calls  aside  from  those  to 
patrons  connected  to  the  loaded  line  between  Prairie  dn 
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Ghieo  and  Bridgeport  were  sent  from  Prairie  du  Cbien  over 
this  toll  line  during  the  first  twenty  days  of  April,  1913. 
These  messages  were  charged  for  at  the  rate  of  thirteen  cents 
per  message,  or  three  c.ents  for  switching  and  ten  cents  for 
transmission  over  the  toll  line.  With  a  proper  rate  estab- 
lished for  this  service  it  is  hard  to  state  how  many  mes- 
sages would  be  transmitted  over  this  toll  line,  but  with  a 
rate  of  leas  than  that  now  in  effect  the  number  would  be 
probably  somewhat  greater.  If  messages  coming  into  Prairie 
du  Chien  are  taken  into  consideration  as  well  as  those  origi- 
nating in  Prairie  du  Chien,  and  messages  to  or  from  patrons 
on  the  loaded  line  w'ho  will  henceforth  be  subject  to  the  mes- 
sage rate  are  also  considered,  it  seems  tobe  unquestionable 
that  the  average  number  of  messages  per  month  will  amount 
to  several  hundred.  The  three-cent  charge  for  the  switching 
service,  it  is  believed,  covers  the  expense  of  handling  these 
messages  at  Prairie  du  Chien,  the  only  additional  charge 
which  should  be  permitted  being  one  sufficient  to  meet  the 
expense  involved  in  the  ownership  and  maintenance  of  the 
toll  line  from  Prairie  du  Chien  to  Bridgeport. 

.  Because  of  the  fact  that  we  have  no  adequate  record  of  tlie 
number  of  messages  which  will  be  sent  over  this  line,  it  is 
impossible  for  us  to  state  just  how  much  revenue  will  be 
produced  by  any  particular  charge  for  transmission.  It 
seems  clear,  however,  that  the  expense  involved  in  the  owner- 
ship, operation,  and  maintenance  of  this  line  will  be  fully 
met  if  a  charge  of  two  cents  per  message  in  addition  to  the 
three-cent  charge  for  switching  is  established,  so  that  the 
total  charge  for  messages  from  Prairie  du  Chien  to  Bridge- 
port or  points  beyond  or  vice  versa  would  be  five  cents  per 
message.  This  message  charge  should  be  applied  to  all  mes- 
sages passing  over  the  toll  line  regardless  of  the  identity  of 
the  parties  originating  or  receiving  such  messages. 

With  regard  to  the  line  from  Prairie  du  Chien  to  East- 
man, the  condition  appears  to  be  the  same  in  respect  -to 
ownership  as  it  was  at  the  time  of  the  original  order.  The 
Union  Telephone  Company  should  charge  three  cents  for 
handling  each  message  sent  from  Prairie  du  Chien  to  East- 
man or  bevond  or  from  Eastman  or  beyond  to  Prairie  du 
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Chien  over  the  toll  liue.  Those  eubscribers  to  the  loaded 
lines  mentioned  previously  in  this  decision,  who  have  been 
disconnected  from  the  Prairie  du  Cliien  switchboard,  must 
be  charged  a  regular  message  rate  for  switching  service,  and 
all  parties  originating  messages  at  Prairie  du  Chien  which 
have  to  pass  over  the  toll  lines  to  Eastman  or  Bridgeport 
to  reach  parties  who  were  formerly  connected  directly  to  the 
Prairie  du  Chien  switchboard  but  are  now  disconnected  must 
pay  the  switching  fee  for  that  service. 

The  People's  Telephone  Company  asks  that  it  be  permitted 
to  charge  three  cents  per  message  for  all  messages  from 
Prairie  du  Chien  passing  on  to  its  lines.  It  would  be  a 
very  difficult  matter  to  make  an  investigation  at  this  time 
which  would  show  the  exact  cost  to  the  People's  Telephone 
Company  of  handling  such  messages.  If  this  company 
chooses  to  make  a  charge  for  such  service  there  seems  to  be 
no  reason  why  it  should  be  compelled  to  furnish  the  service 
free  of  charge,  and  a  three-cent  charge  per  message  does 
not  appear  to  be  unreasonable  and  such  a  charge  will  be 
authorized  in  this  case.  Mention  should  perhaps  be  made 
of  the  attitude  taken  by  the  Western  Crawford  County 
Farmers'  Mutual  Telephone  Company  in  this  case.  The  at- 
titude of  this  company  seems  to  be  that  it  desires  to  have  as 
free  exchange  of  telephone  service  as  possible  to  all  points 
which  it  reaches  or  with  which  it  is  connected.  As  far  as 
its  own  lines  are  concerned  this  is  largely  a  matter  of  policy 
for  the  company  to  determine.  If  it  chooses  to  give  this 
service  without  making  a  charge  there  seems  to.be  no  ne- 
cessity for  an  order  requiring  a  charge  for  it,  but  this  com- 
pany has  no  right  to  expect  that  companies  with  which  it 
connects  shall  do  work  for  it  without  receiving  compensa- 
tion therefor.  The  message  charges  made  by  the  Union 
Telephone  Company  are  designed  to  compensate  that  com- 
pany for  work  performed.  If  the  Western  Crawford  Couuty 
Farmers'  Mutual  Telephone  Company  should  choose  to 
charge  a  message  rate  for  the  service  which  it  renders  on 
messages  passing  over  the  toll  lines  to  or  from  Eastman 
and  Bridgeport  it  would  undoubtedly  have  a  right  to  charge 
such  a  rate,  but  if  it  does  not  choose  to  charge  for  this  serv- 
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ice  that  does  not  mean  that  it  has  any  right  to  expect  the 
Union  Telephone  Ckunpany  to  furnish  the  service  free  of 
charge.  As  long  as  the  amount  received  by  the  Union  Tele- 
phone Company  for  service  rendered  is  only  a  reasonable 
amount  to  cover  the  expenses  actually  incurred  by  that  com- 
pany in  furnishing  the  service,  the  Western  Crawford  County 
Farmers'  Mutual  Telephone  Company  has  no  just  ground 
for  complaint  with  regard  to  that  charge.  It  may  be  un- 
fortunate that  there  is  a  difference  in  the  jwlicy  of  the  two 
companies  in  this  matter,  but  the  Western  Crawford  County 
Farmers'  Mutual  Telephone  Company  has  no  right  to  dictate 
the  policy  which  shall  be  followed  by  the  Union  Telephone 
Company  in  exchanging  messages  than  the  latter  company 
has  to  require  the  former  to  discontinue  its  policy  of  fur- 
nishing this  service  free  and  to  make  a  charge  for  it 

The  order  to  be  issued  in  this  case  must  be  made  in  the 
light  of  the  facts  as  determined  above  and  the  conclusions 
which  we  have  stated. 

/(  is  therefore  ordered, 

Section  1.  That  the  Union  Telephone  Company  shall 
charge  three  cents  per  message  for  switching  service  for  alt 
messages  passing  over  the  toll  line  from  Prairie  du  Chien 
to  Eastman  or  from  Eastman  to  Prairie  du  Chien  without 
regard  to  the  point  of  origin  or  destination  of  those  mes- 
sages beyond  the  Eastman  switchboard,  except  as  note<l  in 
Section  3  of  this  order. 

Section  2.  The  Union  Telephone  Company  shall  charge 
five  cents  per  message  on  all  messages  passing  over  the  toll 
line  from  Prairie  du  Chien  to  Bridgeport  or  from  Bridgejwrt 
to  Prairie  du  Chien  subject  to  the  same  regulations  as  speci- 
fied in  Section  1  of  this  order. 

Section  3.  On  all  messages  from  Prairie  du  Chien  to 
points  on  the  lines  of  the  People's  Telephone  Company,  the 
Union  Telephone  Coiupany  shall  charge  three  cents  in  addi- 
tion to  the  rates  mentioned  in  Sections  1  and  2  of  this  order, 
which  charge  shall  constitute  what  is  known  as  an  "other 
line"  charge  which  shall  be  paid  to  the  People's  Telephone 
Company  to  compensate  that  company  for  handling  such 
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Section  4.  Tor  all  service  rendered  to  the  Western  Craw- 
ford County  Farmers'  Mutual  Telepbone  Company  or  to  its 
subscribers,  or  to  other  companies  or  their  subscribers,  from 
whom  messages  coming  to  Prairie  du  Chien  are  bandied 
over  tlie  lines  of  the  Western  Crawford  County  Farmers'  Mu- 
tual Telephone  Company,  the  Union  Telephone  Company 
m^v  bill  the  Western  Crawford  County  Farmers'  Mutual 
Telephone  Company  or  the  individual  subscribers  as  it  sees 
fit 
This  order  shall  take  effect  aud  be  in  force  imme<liately. 
Dated  at  Madison,  Wisconsin,  this  sixteenth  day  of  June, 
1913. 


Ill    m   A I'FLK NATION   OK   THE   CoUNTY   LINK   TEI.BI'IIONE   (COM- 
PANY KOK  Althokity  to  Inckease  Bates. 


Increase  in   Rates— Inadequate   Return  for   Depreciation  and  Interest. 

Upon  application  by  the  County  Line  Telephone  Company  for  authority 
to  increase  its  rates  from  twenty-tivc  cents  per  month  to  $4,00  yer  year, 
the  Commission  found  that  the  former  rate  was  not  sufficient  to  meet  operat- 
ing expenses  and  to  provide  for  much,  if  any,  return  for  depreciation  and 
interest  and  held  that  it  was  doubtful  whether  the  proposed  rate  of  $4.00 
would  properly  meet  all  expenses. 

The  application  was  accordingly  granted.* 

DECISION  AND  OKDER. 

Application  in  this  matter  was  filed  with  the  Commission 
May  2,  1913.  The  applicant  is  a  public  utility  engaged  in 
the  management  and  operation  of  a  telephone  system  in 
Tisch  Mills,  Wisconsin,  and  vicinity.  Application  shows 
that  the  legal  rates  of  the  applicant  now  in  effect  are  twenty- 
five  ot'nts  per  month  per  subscriber.  The  applicant  asks 
for  authority  to  discontinue  this  rate  and  to  substitute  a 
rate  of  f4.((0  per  year  per  subscriber. 

Hearing  was  set  for  June  17,  1913,  but  no  appearances 
were  entered. 
•Editor's  headnote. 
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From  the  annual  rei»ort  filed  by  the  applicant  for  the  year 
I'lHlcd  June  30, 1912,  it  appearH  that  there  were  at  that  time  a 
total  of  117  s'nbscribers  connectetl.  Total  earnings  from  op- 
eration for  the  year  M'ere  reported  in  the  sum  of  |347.25, 
and  the  operating  expenses  (325.95,  so  that  the  excess  earn- 
ings from  operation  over  the  expenses  of  carrying  on  the 
business  were  |21.30.  The  cost  of  the  plant  as  shown  by 
the  report  of  the  utility  was  |5,443.94.  From  these  facts 
it  appears  evident  that  the  revenues  of  the  utility  derived 
from  the  application  of  the  present  rate  are  not  sufficient 
to  meet  tlie  operating  expenses  and  to  provide  much,  if  any, 
return  for  interest  and  depreciation.  It  is  doubtful  if  a 
rateof  $4.00  per  year  will  properly  meet  the  expenses  of  the 
utility  unless  it  is  the  practice  of  subscribers  to  make  some 
additional  payments  in  the  form  of  labor  or  materials  fur- 
nished. No  discussion  of  the  application  appears  to  be  nec- 
essary and  the  increase  will  be  authorized. 

The  applicant,  the  County  Line  Telephone  Company,  is 
therefore  authorized ^  To  discontinue  its  present  rate  of 
twenty-five  cents  per  subscriber  per  month  and  to  substitute 
a  rate  of  $4.00  per  year. 

Dated  at  Madison,  Wisconsin,  this  21st  day  of  June,  1»13. 


New  Lisbon  Mutual  TELErnoNE  Company  vs.  Mauston 
Electric  Sekvice  Company. 

Decided  July  i,  igij. 

Physical  Connection — Free  Interchange  of  Service  Unfair  to  Other 
Companies. . 

Upon  complaint  by  the  Xew  Lisbon  Mutual  Telephone  Company  as  to 
the  refusal  of  the  Mauston  Electric  Service  Company  to  establish  physical 
connection,  it  appeared  that  the  proposition  submitted  to  the  respondent 
by  the  complainant  did  not  provide  for  the  payment  of  any  charge  for  the 
service  by  the  individual  subscribers.  The  Juneau  Electric  Company,  the 
Wisconsin  Telephone  Company  and  the  respondent  objected  to  the  con- 
nection on  the  ground  that  free  interchange  of  service  would  injuriously 
affect  their  business  and  deprive  them  of  subscribers  and  toll  business. 
It  was  suggested  that  the  complainant  might  obtain  adequate  toll  connection 
with  Mauston  by  establishing  physical  connection  with  the  Juneau  Electric 
Company.  Under  this  plan  the  individual  subscribers  would  not  receive 
free  service. 
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Held:  That  Che  complainant  seeks  a  connection  which  would  inure  almost 
exclusively  to  its  own  benetit  and  which  would  in  some  respects  be  decidedljr 
disadvantageous  to  the  other  companies ; 

That  physical  connection  should  not  be  required  under  such  conditions, 
but  that  it  can 'be  had  under  conditions  which  will  'be  (air  to  all  parties 
concerned. 

The  complaint  was,  accordingly,  dismissed.* 

DECISION  AND  ORDER. 

This  is  a  complaint  alleging  that  the  respondent  above 
named  has  refused  and  now  refuses  to  have  a  physical  con- 
nection made  between  its  lines  and  those  of  the  complainant. 
This  complaint  was  filed  with  the  ConuuissioD  March  5, 1913. 

The  New  Lisbon  Mutual  Telephone  Company  operates  a 
telephone  system  in  and  around  New  Lisbon,  Hustler,  and 
Camp  Douglas,  in  Juneau  County  and  Clifton  and  Sheming- 
ton  in  Monroe  County,  with  its  principal  office  at  New  Lisbon. 

The  Mauston  Electric  Service  Company  operates  a  tele- 
phone system  in  and  around  Mauston. 

The  complaint  alleges  that,  in  October,  1911,  the  com- 
plainant made  application  to  the  Mauston  Electric  Service 
Company  for  physical  connection  between  the  systems  of 
the  two  companies,  that  this  application  was  denied*  a,nd 
that  public  convenience  and  necessity  require  such  physical 
connection. 

The  answer  of  the  Mauston  Electric  Service  Company 
to  the  complaint  denies  that  public  convenience  and  neces- 
sity require  such  physical  connection.  It  further  sets  forth 
the  conditions  suggested  by  the  New  Lisbon  Mutual  Tele- 
phone Company  for  physical  connection  between  the  utilities 
and  refuaal  of  the  respondent  to  accede  to  these  terms.  It 
further  points  out  certain  of  the  objections  of  the  Mauston 
Company  to  such  connectiun  which  will  be  considered  fully 
in  connection  with  the  disposition  of  this  case. 

Hearing  was  held  at  Madison,  June  17, 1913.  Appearances 
were  as  follows: 

Mr.  Ah  Klinker,  for  the  New  Lisbon  Mutual  Telephone 
Company. 

'Editor's  headnote. 
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Mr.  F.  S.  Veeder,  of  Yeeder  and  Veeder,  for  the  Mauston 
Electric  Service  Compaiiy. 

Mr.  W.  H.  H.  Cash)  for  the  Juneau  Electric  Company. 

Mr.  J.  F.  Krizek,  for  the  \\'i8consin  Telephone  Company. 

The  Juneau  Electric  Company  and  the  Wisconsin  Tele- 
phone Company  were  permitted  to  intervene,  as  parties  to  be 
affected  by  the  order  in  this  case.  Perhaps  the  clearest  method 
of  setting  forth  the  facts  upon  which  the  order  in  this  case 
must  rest  will  be  to  review  the  situation  of  each  of  the  com- 
panies interested  so  far  as  it  has  a  bearing  upon  the  matters 
under  consideration. 

The  New  Lisbon  Mutual  Telephone  Company  has  switch- 
boards at  New  Lisbon,  Camp  Douglas,  and  Hustler,  with 
approximately  100,  130,  and  70  subscribers,  respectively. 
Its  lines. also  connect  with  exchanges  at  Clifton  and  Sben- 
nington.  The  direct  testimony  indicates  that  subscribers 
of  this  company  are  unable  to  reach  Mauston  from  sub- 
stations of  the  New  Lisbon  Company,  but  upon  cross-ex- 
amination it  was  brought  out  that  such  subscribers  can,  in 
fact,  reach  'Mansion,  hy  connecting  at  Hustler  with  a  line 
extending  from  that  point  to  the  switchboard  of  the  Juneau 
Electric  Company.  There  appears,  however,  to  be  some 
question  as  to  the  efficiency  of  this  service.  The  New  Lis- 
bon Mutual  Teleplione  Company  wishes  to  build  a  line  to 
the  city  limits  of  Mauston  and  connect  at  the  point  with 
the  Mauston  Electric  Service  Company.  It  appears  that 
lines  of  the  New  Lisbon  Mutual  Teleplione  Company  now 
extend  to  within  from  three  to  four  miles  of  Mauston  and 
that  some  of  the  subscribers  on  these  lines,  particalarly, 
are  in  a  position  to  advantageously  use  a  connection  with 
the  system  of  the  Mauston  Electric  Service  Company. 

The  terms  suggested  for  such  connection  by  the  New  Lis- 
bon Company  were  as  follows: 

islron  Mutual  Telephone  Company,  by  its  directors,  will 
extend  same  to  ihe  cily  limits  of  the  City  of  Mauston 
♦  *  •  and  conned  with  the  Electric  Service  Company  «  «  •  •  and 
grant  the  said  Electric  Service  Company  and  its  subscribers  free  service 
over  the  entire  line  of  the  Xew  Lisbon  Mutual  Telephone  Company,  pro- 
vided that  the  said  Electric  Service  Company  shall  grant  the  New  Lisbon 
Mutual  Telephone  Company  aforesaid  and  its  subscribers  free  service  over 
its  entire  line    •    »    •    ♦    . 
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"Or  the  New  Lisbon  Mutual  Telephone  Company  will  fcuild  and  connect  as 
aforesaid  and  will  keep  a  record  of  the  calls  from  the  Qectric  Service  Com- 
pany over  its  line  and  the  Electric  Service  Company  shall  keep  a  record  of  the 
calls  from  the  New  Lisbon  Mutual  Telephone  Company  over  its  line  and 
at  the  end  of  every  month  the  company  having  the  greater  number  of  calls 
against  the  other,  shall  pay  to  the  other  for  the  difference  in  the  number 
of  calls  such  amount  as  may  be  agreed  upon,  provided  the  two  corporations 
aforesaid  enter  into  the  last  proposition,  and  in  either  case  the  service  to 
be  free  to  the  subscribers  of  both  corporations." 

The  Mauston  Electric  Service  Company  had,  according  to 
its  report  of  June  30,  1912,  255  local  and  209  rural  sub- 
acribers.  Thie  company  has  toll  connection  with  New  Lis- 
bon over  a  toll  line  of  this  company  and  the  Juneau  Electric 
Company,  and  also  over  a  toll  line  of  the  Wisconsin  Tele- 
phone Company.  The  rate  over  the  Wisconsin  Telephone 
Company's  line  in  fifteen  cents  for  the  first  two  minutes  and 
five  cents  for  each  additional  minute,  and  the  rate  over  the 
other  line  is  fifteen  cents  per  message. 

The  important  facts  relating  to  the  Wisconsin  Telephone 
Company  and  the  Juneau  Electric  Company  have  been  stated 
above,  so  far  as  they  relate  to  this  case. 

It  is  noted  that  neither  of  the  propositions  submitted  to 
the  Mauston  Electric  Service  Company  by  the  New  Lisbon 
Mutual  Telephone  Company  contemplated  an  actual  pay- 
ment for  the  service  between  these  companies  by  the  parties 
served.  The  Mauston  company  seems  to  fear  that  if  physi- 
cal connection  were  made  on  the  terms  submitted  by  the 
New  Lisbon  Company,  rural  subscribers  near  Mauston  would 
discontinue  the  use  of  the  Mauston  company's  service  and 
l)ecome  subscribers  of  the  New  Lisbon  Company  since  by  so 
doing  such  subscribers  would  retain  all  their  privileges  of 
service  over  the  Mauston  lines  and  obtain,  in  addition,  with- 
out paying  more  than  the  excliange  rates  of  that  company, 
connection  with  all  points  on  the  lines  of  the  New  Lisbon 
Company.  True,  such  subscribers  would  have  the  same 
service  if  they  remained  connected  to  the  Mauston  lines,  but 
that  company  apparently  foresees  a  loss  of  some  of  these 
subscribers  in  case  physical  connection  is  made  on  the  terms 
proposed.  The  rates  filed  for  rural  'phones  are  the  same 
for  both  companies,  but  it  is  undoubtedly  true  that  physical 
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connection  on  the  terms  outlined  might  lead  to  some  loss 
of  busiuess  by  the  MauBton  company  as  well  as  to  the  in- 
troduction of  competition  where  such  competition  would  be 
of  no  value. 

The  Juueau  Electric  Company  which  interyened  in  this 
case  fears  the  loss  of  its  subscribers  if,  by  taking  service  from 
the  New  Lisbon  Mutual  Telephone  Company,  such  subscrib- 
ers would  have  free  connection  with  Mauston,  for  which 
connection  they  are  now  charged  on  a  message  basis. 

Both  the  Juneau  Electric  Company  and  the  Wisconsin 
Telephone  Company  anticipate  that  physical  connection  be- 
tween the  lines  of  the  parties  to  this  case,  which  would  not 
require  a  message  payment  from  parties  using  the  service, 
would  injure  the  toll  business  between  New  Lisbon  and 
Mauston. 

It  was  suggested  that  the  New  Lisbon  Mutual  Telephone 
Company  might  connect,  for  toll  purposes,  with  the  Juneau 
Electric  Company,  and  so  obtain  toll  connection  with  Maus- 
ton. This  would  not  accomplish  the  purpose  of  giving  in- 
dividual subscribers  free  service  to  Mauston,  but  it  would 
give  adequate  toll  connection.  It  does  not  seem  that  any 
such  connection  as  that  sought  by  the  New  Lisbon  Mutual 
Telephone  Company  ought  to  be  ordered,  at  least  under  the 
circumstances  which  exist  in  this  case.  If  the  subscribers 
of  the  New  Lisbon  Mutual  Telephone  Company  need  con- 
nection with  Mauston,  such  connection  can  be  obtained  un- 
der conditions  which  will  be  fair  to  all  parties  concerned. 
The  complainant,  however,  appears  not  to  be  seeking  a  con- 
nection on  a  toll  basis  but  rather  a  connection  which  would 
inure  to  its  own  benefit  almost  exclusively,  and  would  in 
some  respects  be  decidedly  disadvantageous  to  the  other  com- 
panies concerned.  Under  the  circumstances  the  prayer  of 
the  petition  must  be  denied. 

Now,  therefore,  H  is  ordered,  That  the  petition  be,  and  the 
same  is  hereby,  dismissed. 

Dated  this  first  day  of  July,  1913. 
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Local  Cohmxkcial  Tblephonb  Sebvick  in  Pittsbuboh,  Pa. 

No.  5163. 

Decided  June  tS,  igtj. 

Oiacriminatioii  against  New  Sobaciibera— Plat  Rate  and  Limited  Senicc 
Contiacta — Jnriadicition  of  Cominiasion. 

Upon  protest  of  alleged  undue  discrimiiulioii  against  new  subscribers 
to  the  local  telephone  service  of  Pittsburgh,  Pa.,  because,  instead  of  the  old 
form  contract  under  which  tmlimited  service  is  given  at  a  flat  rate  per 
annum,  they  are  offered  only  the  various  forms  of  Hmited-servicc  contract 
which  provide  for  a  certain  number  of  calls  at  a  slated  sum  per  annum, 
with  additional  calls  at  so  much  per  call, 

Held:  That  in  view  of  the  fact  that  no  chaise  is  made  or  catt  recorded 
against  either  class  of  subscribers  by  respondent  company  for  the  local  call 
used  in  connecting  with  the  interstate  line,  and  that  therefore. there  is  no 
discrimination  with  respect  lo  interstate  transmission,  this  is  a  controversy 
over  which,  upon  the  facts  of  this  case,  this  Commission  has  no  jurisdiction. 
Proceeding  discontinued. 

WilUam  McDowell,  for  protestanta. 

J.  L.  Swayze  and  Robert  Y.  Marye,  for  American  Tele- 
phone and  Telegraph  Company. 

REPORT. 

Clbmhnts,  Oommissiofier: 

Thifl  proceeding  was  instituted  by  the  CommiBsion  upon 
its  own  motion,  acting  upon  informal  protests  received  from 
subscribers  to  the  local  telephone  service  of  Pittsburgh,  Pa. 
Protestants  charge  that  they  are  being  subjected  to  undue 
prejudice  and  disadvantage  in  violation  of  Section  3  of  the 
Act  to  Regulate  Commerce.  The  provisions  of  that  act  were, 
by  amendment  of  June  18, 1910,  extended  to  "telegraph,  tele- 
phone, and  cable  companies  (whether  wire  or  wireless)  en- 
gaged in  sending  messages  from  one  state,  territory,  or  dis- 
trict of  the  United  States  to  any  other  state,  territory,  or  dis- 
trict of  the  United  States,  or  to  any  foreign  country." 
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Tlie  essential  facts  in  the  case  are  as  follows:  The  local 
telephone  service  of  Pittsburgh  is  furnished  by  the  Central 
District  and  Printing  Telegraph  Company,  one  of  the  •sub- 
sidiaries by  stock  ownership  and  control  of  the  American 
Telephone  and  Telegraph  Company.  The  former  company 
does  not  operate  beyond  the  Pittsburgh  local  exchange  area, 
its  toll  and  interstate  calls  being  provided  by  means  of  con- 
nections with  other  separate  corporations  which  bear  the  same 
relation  as  it  bears  to  the  American  Telephone  and  Telegrapli 
Company.  Tliere  are  no  flat-rate  annual  contracts  for  long- 
distance service  from  Pittsburgh  offered  by  any  of  the  sub- 
sidiaries of  the  latter  organization. 

Prior  to  April  1,  1911,  all  patrons  of  the  Central  District 
and  Printing  Telegraph  Company  were  offered  contracta 
which  extended  unlimited  Pittsburgh  local  service  at  a  stated 
sum  per  annum.  In  the  year  mentioned  this  contract  was 
discontinued,  and  new  subscribers  were  thenceforth  offered 
instead  contracts  providing  for  a  certain  number  of  calls  at 
a  given  sum  per  annum,  additional  calls  to  be  charged  for  at 
so  much  per  call.  The  specific  complaint  of  the  protestants 
is  that  their  annual  charges  under  these  latter  contracts  are 
in  the  aggregate  greater  tlian  the  flat,  annual  rate  paid  by  the 
subscribers  under  the  old  contracts,  many  of  which  are  still 
operative.  It  is  explained  by  respondent  company  that  the 
old  contracts  cannot  be  arbitrarily  canceled  as  to  the  sub- 
scribers thereunder  without  serious  injury  to  the  company 
and  its  service,  but  that  they  are  being  eliminated  as  fast 
as  practicable  upon  discontinuance  of  individual  telephones 
or  upon  action  with  respect  thereto,  such  as  removal  of  the 
instrument  to  otlier  buildings,  that  might  be  construed  to 
constitute  an  abrogation  of  sjxjciflc  contracts. 

The  act  to  regulate  commerce,  bj'  the  same  amendment  as 
is  above  referred  to,  also  provides  that  its  provisions  shall 
not  apply  "to  the  transmission  of  messages  by  telephone, 
telegraph,  or  cable  wholly  within  one  state  and  not  trans- 
mitted to  or  from  a  foreign  country  from  or  to  any  state 
or  territory  as  aforesaid."  It  is  therefore  apparent  that  it 
must  appear  that  the  discrimination  in  the  respect  alleged 
affects  the  relative  aggregate  charges  to  the  limited  and  un- 
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limited  service  subscribers,  respectirely ,  od  their  interstate 
calls  before  this  Commission  would  have  any  jurisdictiou 
over  the  subject  matter  of  the  protests. 

As  illustratiye  of  the  particular  discrimination  alleged 
with  respect  to  interstate  calls,  we  may  take  odc  uf  the  old 
unlimited'Service  contracts,  with  its  flat  rate  of  fl^S  per 
annum,  and  compare  it  with  that  one  of  the  various  forms  of 
limited-service  contracts  which  provides  for  2,700  calls  annu- 
ally at  f  120  with  additional  calls  at  four  cents  each.  It  is  con- 
tended by  protestants  that  inasmuch  aa  upon  using  the  2,700 
calls  and  125  additional  at  four  cent«  each  the  total  sum  paid 
therefor  would  equal  the  unlimit^l  subscriber's  flat  rate  of 
f  125  each  call  in  addition  to  this  aggregate  of  2,825  subjects 
the  limited-service  subscriber  to  an  undue  prejudice  and  dis- 
advantage to  the  extent  of  the  charge  therefor.  It  was  stated 
positively  on  behalf  of  the  respondent  company,  however, 
that  there  is  no  such  discrimination  with  respect  to  inter- 
state calls,  as  the  local  calls  of  the  Central  District  and 
Printing  Telegraph  Company  used  in  connection  therewith- 
is  not  counted  against  either  the  limited  or  unlimited  serv- 
ice subscriber.  In  other  words,  it  is  stated  by  respondent 
company,  the  situation  with  respect  to  interstate  calls  is 
in  effect  the  same  as  if  both  the  limited  and  unlimited  serv- 
ice subscriber  should  go  to  the  long-distance  station  in  per- 
son instead  of  securing  their  interstate  connections  through 
their  local  telephones. 

It  therefore  appears  that  the  discrimination  complained 
of  does  not  affect  the  interstate  transmission  service  partici- 
pated in  by  respondent  company,  which  would  be  necessary  to 
be  shown  before  this  Commission  would  have  jurisdiction  of 
the  matter.  The  case  may  arise  in  which  unreasonableness 
or  discrimination  in  telephone  charges  or  services  will  so 
affect  interstate  transmission  as  to  fall  within  the  Commis- 
sion's regulating  powers  under  the  act  to  regulate  commerce, 
but  it  seems  clear  that  this  is  not  such  a  case.  It  is  manifest 
that  in  the  present  case  whatever  recourse  protestants  have, 
if  any,  must  be  secured  through  local  or  state  authority. 
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OBDEB. 

This  proceeding  having  been  instituted  by  t^e  Commis- 
Bion  on  its  own  motion,  and  the  respondent  company  in- 
Tolved  in  the  matter  in  interest  baring  filed  answer,  and 
full  investigation  having  been  had,  the  Ckimmission  having, 
OD  the  date  hereof,  made  and  filed  a  report  containing  its 
findings  of  fact  and  conclnsions  thereon,  which  said  report 
is  hereby  referred  to  and  made  a  part  hereof : 

/*  is  ordered.  That  the  proceeding  herein  be,  and  it  is 
hereby,  discoDtioued. 
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Board  of  Railroad  Conunisstoners. 

In  the  Mattbb  of  the  Application  on  Bbhalf  of  D.  L. 
MoOabtht  of  TobontOj  Ontario,  fob  an  Obdbb  Ap- 
portioning THE  Cost  of  Moving  Stbeit  Railway  and 
Elbctbjc  Light  Wires  along  Obade  Sepabation  in 
Nobth  Tobonto,  Ontabio. 

And  in  the  Matteb  of  the  Application  of  Thb  Bell  Tele- 
phone Company  ow  Canada  foe  Leave  to  Ebect  Its 
WiBES  across  Avenue  Boad  (Nobth  Tobonto)  on 
Poles  instead  of  Wires. 

File  No.  12021.    125— Order  No.  19604. 

Decided  June  u,  1013. 

Wire  Conatrnction. 
OEDEB. 

Upon  tbe  hearing  of  the  application  at  the  sittings  of  the 
Board  held  in  Ottawa,  June  4,  1913,  in  the  presence  of 
counsel  for  the  Toronto  Railway  Company,  the  Toronto 
Electric  Light  Company,  The  Bell  Telephone  Company,  the 
Citj  of  Toronto,  the  Canadian  Pacific  and  Canadian 
Northern  Bailway  Companies,  and  the  Hjdro-Electric  Power 
Commission,  and  what  was  alleged, 

/(  is  ordered, 

1.  That  all  wires  at  Yonge  Street  and  Avenue  Road, 
North  Toronto,  be  placed  underground^  excepting  the  long 
distance  wires  of  The  Bell  Telephone  Company. 

2.  That  each  company  bear  and  pay  the  cost  of  moving 
its  wires  on  the  said  streets. 
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In  the  Matter  of  the  Application  or  thh  Norfolk  County 
Telephone  Company  for  an  Order  fob  Leave  to  In- 
crease Its  Tariff  Charges  for  Tblbphonb  Sbbvicb. 

Decided  May  2b,  1913. 

Increaae  in  Rates — Rates  for  Continuous  and  Non-continuous  Service — 

Number  of  Subscribers  on  Party  LineB— Continuance  of  Existing 

Contracts. 

Upon  application  for  permission  to  increase  rates,  the  Norfolk  Couiil..- 
Telephone  Company  was  authorized  to  increase  its  charges  applicable  to 
continuous  service,  but  required  to  retain  the  rates  of  January  27,  1913, 
where  service  was  not  continuous.  It  was  provided  that  the  number  of 
subscribers  on  any  party  lines  to  which  the' increased  rates  apply  shall  not 
exceed  Afteeii,  and  that  the  increased  rates  shall  be  subject  to  existing  con- 
tracts and  not  become  effective  until  such  contracts  shall  from  time  to  lime 

Upon  the  application  of  ttie  above-named  company  for 
an  order  for  leave  to  increase  its  tariff  charges  for  telephone 
service,  upon  hearing  the  evidence  adduced  on  behalf  of  all 
parties,  upon  reading  the  petitions  flled  in, opposition  to  tlie 
application  and  the  report  of  the  Board's  expert,  the  com- 
pany's profit  and  loss  account,  statement  of  assets  and  lia- 
bilities, receipts  and  disbursements  and  other  papers  and 
documents  flled. 

The  Board  orders,  That  the  application  of  the  above  named 
applicant  for  leave  to  increase  its  tariff  charges  for  tele- 
phone service  be  and  the  same  is  hereby  approved  in  so  far 
as  tlie  said  tariff  charges  apply  to  subscribers  of  the  tele- 
phone system  of  the  applicant,  whose  lines  terminate  at 
points  where  the  applicant  is  furnishing  a  continuous  serv- 
ice day  and  night,  Sundays  and  holidays. 

•Editor's  headnote. 
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And  the  Board  further  orders.  That  where  the  proposed 
increased  tarifF  charges  are  made  to  subscribers  upon  party 
lines  the  number  of  subscriber's  stations  operated  upon  one 
and  the  same  circuit  shall  not  exceed  fifteen. 

And  the  Board  further  orders,  That  the  tariff  charges  for 
telephone  servive  to  subscribers  whose  lines  terminate  at 
points  where  coutinuous  service  day  and  night,  Sundays  and 
holidays  included,  is  not  furnisbdd  by  the  applicant,  shall 
not  exceed  the  amount  stated  by  the  applicant  in  its  sched- 
ule of  tariff  charges  filed  with  the  Board  on  January  27» 
1913,  as  being  the  rental  charged  by  the  applicant  at  that 
date. 

And  the  Board  further  orders,  That  the  increased  tariff 
charges  authorized  by  this  order  shall  be. subject  to  the  terms 
of  any  contracts  which  may  exist  between  the  subscribers 
of  the  applicant's  system  and  the  applicant  and  shall  only 
take  effect  upon  the  expiration  of  such  contracts  as  they 
may  be  terminated  from  time  to  time. 

And  the  Board  makes  no  order  for  costs  except  that  the 
applicant  shall  pay  $10.00  for  the  law  stamps  required  for 
this  Order. 
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COMMISSION  ORDERS,  RULINGS  AND  DECISIONS 
OP  INTEREST  TO  TELEPHONE  AND  TELE- 
GRAPH COMPANIES. 

[Note:  Owing  to  lack  of  space,  only  summary  statements  of  many  of  the 
decisions  involving  points  of  interest  are  printed  in  this  Leaflet.— Ed.] 

CALIFORNIA. 

Railroad  Commission. 

ROSBNWALD  AND  KaHN,  et  al.  VS.  SOUTHERN  PACIFIC  COM- 
PANY. 

Case  No.  234^Decisioii  No.  645. 

Decided  May  6,  S913. 

Reuonableneu  of  Rates — CompanBons  with  Ratn  in  Other  Localities— 
Profitablcneis  of  Portion  of  Line. 

CompUinants,  located  on  the  Placerville  branch  o£  defendant's  railroad, 
alleged  that  the  class  and  all  commodity  rates  on  freight  shipments  between 
Sacramento,  San  Francisco,  and  points  on  said  branch  line  were  excessive, 
unreasonable  and  discriminatory.  No  evidence  being  offered  in  support 
of  the  allegation  that  the  commodity  rates  were  excessive,  the  issue  was 
confined  to  the  reasonableness  of  the  class  rates.  Complainants  largely  re- 
lied upon  comparisons  of  rates  charged  between  certain  other  points  and  upon 
expressions  of  opinion.  Defendant  sought  to  justify  its  present  rates 
mainly  upon  the  ground  that  the  branch  line  does  not  pay  operating  ex- 
penses and  claimed  that  empty  car  movements  into  Placerville  constituted 
a  heavy  item  of  the  expense. 

Held:  The  value  of  rate  comparisons  depends,  to  a  great  extent,  on  the 
similarity  of  conditions  under  which  various  rates  are  made  and  with  resjiect 
to  the  comparisons  made  by  cojnplainants  there  is,  for  reasons  stated,  no 
similarity  whatever. 

Held:  The  Commission  can  not  decide  questions  of  this  kind  on  the 
mere  statement  of  an  interested  shipper  that  the  rate  is  too  high  when  such 
statement  is  supported  by  nothing  but  his  individual  opinion.  Such  evidence 
is  no  more  conclusive  than  the  mere  statement  of  a  transportation  company 
that  the  rates  are  just  and  reasonable. 

Held:  Carriers  can  not  single  out  a  particular  portion  of  a  line  or  system 
and  burden  it  with  excessive  rates  for  the  reason  that  it  may  not  contribtite 
as  much  traffic  as  another  section  of  the  same  line  or  system.    As  a  matter 
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of  fact,  it  clearly  appears  that  th«  Placerville  branch  as  a  whole  does  pay 
operating  expenses. 

From  all  the  evidence,  the  Commission  found  that  the  class  rates  in 
question  were  excessive  and  unreasonable  and  ordered  defendant  to  pub- 
lish and  lile.  within  thirty  days,  the  rates  found  by  the  Commission  to  be 
just  and  reasonable.* 


In  the  Matteb  of  the  Application  of  Sisson  Development 
Company  to  Sell,  and  the  Town  of  Sisson,  a  Munici- 
pal COEPOBATION,  TO  PDECHASE  THE  PLANT  OP  SiSSON  DE- 
VBLOPMBNT  COMPANY. 

Application  No.  402 — Decision  No.  685. 

Decidfd  May  24,  1913. 


Town  of  Sisson  given  permission  unconditionally  to  purchase  the  private 
water  system  with  which  only  inhabitants  of  the  town  are  served. 

Appgabancb: 
h.  F.  Cobum,  City  Attorney,  for  applieantfl. 


EsHLBUAN,  Commissiotier: 

This  is  an  application  on  the  part  of  the  town  of  Sisson, 
in  Siskiyou  County,  for  permission  to  purchase  the  plant  of 
the  Sisson  Development  Company,  a  water  corporation  serv- 
ing the  inhabitants  of  the  towu  of  Sisson.  The  agreed  price 
is  fl2,000.  There  are  no  consumers  outside  the  Town  of 
Sisson  taking  water  from  this  system  and  there  seems  10 
be  no  reason  if  the  city  desires  to  purchase  this  plant  it 
should  not  be  permitted  to  do  so  unconditionally.  If,  how- 
ever, the  town  after  acquiring  the  plant  undertakes  to  fur- 
nish consumers  outside  the  limits  of  the  municipality,  it,  of 
course,  will  be  subject  to  the  jurisdiction  of  this  Commission 
with  reference  to  such  service. 
The  applicant,  Sisson  Development  Company,  is  selling 
'Syllabus  prepared  by  the  Commission.— Ed, 
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Us  entire  plant  and  will  disincorporate  and  go  out  of  busi- 
ness. 

I  recommend  the  application  be  granted,  and  submit  the. 
Following  order : 

ORDER. 

The  town  of  Sisson,  a  municipal  corporation,  located  in 
the  county  of  Siskiyou,  baring  applied  to  this  Commission 
to  purchase,  and  the  Sisson  Development  Company,  a  cor- 
poration, having  applied  to  sell  all  the  property  of  said 
Sisson  Development  Company,  being  its  water  system  used 
and  useful  for  furnishing  water  to  the  town  of  Sisson,  and 
a  hearing  having  been  held  and  being  duly  apprised  in  tlie 
premises, 

/*  is  hereby  ordered,  That  the  said  town  of  Sisson  be  per- 
mitted to  purchase,  and  the  Sisson  Development  Company 
be  permitted  to  sell  said  plant  for  the  agreed  price  of  112,000. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
ordered  filed  as  the  opinion  and  order  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  twenty-fourth 
day  of  May,  1913. 


In  the  Mattbb  of  ths  Application  of  the  Nobthben  Ware- 
house Company  for  an  Order  Authorizing  the  In- 
cbbarb  of  storage  and  loading  charges. 

Application  No.  72 — Decision  No.  697. 
Decided  May  sS,  igtj. 

Increase  in  Rates — Inadequate  Return. 

Approval  given  to  an  increase  in  rates  for  storage  of  grain  from  monthly 
charges  aggregating  $3.75  per  year  to  monthly  charges  aggregating  $4.00 ' 
per  year  and  denial  entered  with  respect  to  increases  of  charges  for  handling 
grain  at  applicant's  warehouse  and  for  delivering  grain  to  wagons  and 
loading  on  cars. 

Held:  As  it  has  been  shown  that  eight  years'  operation  of  this  warehouse 
has  resulted  in  the  loss  of  $1,197.92,  it  can  not  be  expected  that  the  average 
amount  of  grain  stored  will  produce  an  unduly  high  profit  to  the  warehouse 
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owners,  and  it  must  be  conceded  that  the  slight  increase  In  storage  rates 
is  justified,  particularly  in  view  of  the  fact  thai  compared  to  the  storage 
rales  at  other  warehouses  in  the  locality,  the  rates  now  in  effect  for  ap- 
plicant's warehouse  are  low.* 


In  the  Matter  of  the  Amplication  of  Southern  Pacific 
Company  for  Authority  to  Issue  Notes  Aggregating 
Face  Value  Thirty  Miluon  Dollahs  (130,000,000), 
WITH  Interest  at  Five  pee  cent.  (5%)  pee  annum  and 
Secured  IIy  Honks  AiX»  Other  Sbcueities. 

AppUcation  No.  585 — Decision  No.  708. 
Decided  June  7,  1913. 

Autborintion   of   Not«ft— Condition   o(   Honey   Hatk«t 

Applicant  asks  for  permission  to  issue  notes  aggregating  face  value  of 
$30,000,000,  money  to  be  used  in  additions  and  betterments  to  existing  lines 
and  the  construction  of  lines  into  new  territory. 

Held:  Application  granted,  applicant  to  sell  the  notes  so  as  to  net  not 
less  than  97'/i  per  cent,  of  the  face  value  thereof  plus  accrued  interest  at 
date  of   delivery. 

Appearance  : 

Guy  Y.  Shoup,  for  applicant. 


Edgebton,  Commisaidner : 

This  is  an  application  for  an  order  authorizing  the  issue 
hy  Southern  Pacific  Company  of  f30,000,000  face  value  of 
notes  to  be  dated  June  1,  1913,  to  mature  June  1,  1915,  and 
bearing  interest  at  five  per  cent,  per  annum,  payable  semi- 
annually, said  notes  to  be  subject  to  redemption  at  par  and 
accrued  interest  on  June  1,  1914,  and  December  1,  1914,  on 
thirty  days'  notice  by  applicant  to  the  Iiolders  thereof. 

Applicant  was  organized  under  the  laws  of  the  State  of 
Kentucky,  March  17,  1884,  and  through  stock  ownership, 
leases  and  otiierwise,  it  owns,  controls  and  operates  a  large 
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number  of  railroad  and  other  transportation  systems  located 
in  a  number  of  States.  Among  others,  it  so  controls  and 
operates  extensive  railroad  and  other  transportation  sys- 
tems in  the  State  oMIlalifomia. 

The  financial  condition  of  applicant  is  as  follows: 

Bonds  outstanding  June  30,  1912 $140,587,410.00 

Stock  outstanding  June  30.  1912 272,675,730.00 

Bonds  unpledged  in  treasury  June  30,  1912 106,000,000-CO 

Stock  unpledged  in  treasury  June  30.  1912 105.000,000.00 

Applicant  submits  a  statement  showing  earnings  over 
fixed  charges,  operating  expenses  and  taxes  for  the  year  end- 
ing June  30,  1912,  of  |21,603,000  and  estimated  earnings 
for  the  year  ending  June  30,  1913,  of  }21,855,000. 

It  is  proposed  to  secure  the  payment  of  the  promissory 
notes  by  pledging  a  part  of  these  stocks  or  bonds,  or  both, 
as  such  security.  The  indebtedness  represented  by  the  prom- 
issory notes  is  not  to  be  a  lien  upon  any  of  the  operating 
property  of  applicant. 

At  the  hearing  it  was  testified  that  the  issuance  of  these 
notes  for  the  comparatively  short  period  of  two  years  at 
five  per  cent,  was  the  most  economical  method  of  raising 
money  needed  to  make  additions  and  betterments  to  the 
properties  of  applicant  at  this  time;  that  because  of  the 
condition  of  the  money  market  any  attempt  to  sell  bonds 
running  for  a  long  period  would  result  in  the  payment  by 
applicant  of  more  by  way  of  interest  and  discount  for  the 
money  obtained  than  by  the  proposed  plan. 

The  purposes  for  which  the  money  to  be  derived  from 
these  notes  are  to  be  used  are  additions  and  bettermeuls 
to  existing  lines  and  the  construction  of  lines  into  new 
territory. 

A  summary  of  such  additions  and  betterments  to  be  made 
on  tlie  Pacific  coast  in  California  and  Oregon,  and  toward 
the  payment  of  which  a  part  of  the  money  to  be  obtained 
on  the  sale  of  these  notes  is  to  be  applied,  is  as  follows : 

Southern  Pacific  Co.— Pacific  System |ll,356.54O.00 

Salem,   Falls   City   and   Western    Railway 68,680.00 

Pacific  Railway  and  Navigation  Co 134,540.00 

Portland,  Eugene  and  Eastern  Railway 2,501,880.00 
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Coos  Bay,  Or^on,  Coal  Co 

Coos  Bay,  Roseburs  and  Eastern  Railway  and  Navigation  Ca.  4,470.00 

Corvatlis  and  Eastern  Railroad  Co 270,580.00 

Albion  Lumber  Co 10,250.00 

Pacific  Fruit  Express  Co.  (one  half) 75,625.00 

Grand  Total  $14,422,565.00 

Applicant  proposes  to  expend,  in  additions  and  better- 
nienta  on  its  entire  system  for  the  calendar  year  1913,  |48,- 
526,000  toward  which  expenditure  the  proceeds  from  the 
sale  of  these  notes  are  to  applied,  the  balance  to  be  supplied 
from  other  sources,  probably  from  surplus. 

It  appears  beyond  doubt  that  applicant  is  in  such  ex- 
cellent financial  condition  as  to  make  sure  that  the  prin- 
cipal and  interest  on  these  proposed  notes  can  be  promptly 
paid  and  it  further  appears  that  all  of  the  money  to  be  de- 
rived therefrom  is  to  be  used  for  purposes  properly  capi- 
talizable under  the  California  law. 

The  representatives  of  applicant  were  unable  to  state  in 
detail  what  securities  and  the  amount  thereof  which  would 
be  pledged  as  collateral  security  for  these  notes,  and  while 
this  order  may  properly  be  made  prior  to  the  furnishing 
of  such  detail,  the  Commission  should  be  furnished  a  com- 
plete list  of  the  securities  so  pledged  and  also  be  furnished 
with  any  contract  which  may  be  executed  in  relation  to  the  is- 
suance of  these  notes  or  the  pledge  of  collateral  as  security 
therefor. 

It  has  been  suggested  by  representatives  of  applicant  that 
a  minimum  sale  price  of  97V2  per  cent,  of  face  value  be  placed 
upon  these  notes,  and  while  it  is  apparent  that  under  ordi- 
nary conditions  these  notes  drawing  five  per  cent,  should 
bring  par,  in  view  of  the  security  to  be  placed  behind  them 
and  the  excellent  showing  of  earnings  by  applicant,  still  I 
realize  that  there  is  a  condition  of  the  money  market  at 
present  to  be  recognized,  and  it  may  be  necessary  for  ap- 
plicant to  discount  these  notes  in  order  to  obtain  the  re 
quired  money. 

I  recommend  that  the  application  be  granted  upon  the 
conditions,  among  others,  that  immediately  upon  the  execu- 
tion of  any  contract  in  relation  to  the  issuance  of  these  notes, 
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or  the  pledging  of  collateral  to  pay  the  same,  this  Commission 
be  furnished  with  a  copy  of  such  agreement  and  also  with 
a  complete  list  of  the  securities  pledged  as  collateral.  Fur- 
ther, that  before  the  expenditure  of  any  of  the  money  in 
California,  derived  from  the  sale  of  these  notes,  complete 
detailed  estimates  of  the  betterments,  additions  and  im- 
provements proposed  to  be  made  in  California  be  furnislied 
for  the  approval  of  the  Commision. 

I  submit  herewith  the  following  form  of  order: 

ORDER. 

Application  having  been  made  to  the  Railroad  Couimis- 
sion  of  the  State  of  California  by  Southern  Pacific  Company 
for  an  order  authorizing  the  issue  by  said  company  of  |30,- 
000,000  face  value  of  notes,  bearing  interest  at  the  rate  of 
five  per  cent,  per  annum,  dated  June  1,  1913,  and  payable 
June  1, 1915, 

And  a  bearing  having  been  dniy  held  and  it  appearing  to 
the  Commission  that  the  money  to  be  secured  by  the  issue 
of  said  notes  is  necessary  and  reasonably  required  by  said 
company  for  the  acquisition  of  property  and  the  construc- 
tion, completion  and  extension  of  its  facilities,  and  that  the 
purposes  for  which  the  proceeds  of  the  sale  of  said  notes  are 
to  be  used  are  not  in  whole  or  in  part  reasonably  charge- 
able to  operating  expenses  or  to  income, 

/(  is  hereby  ordered,  That  the  Railroad  Commission  of 
the  State  of  California  does  hereby  authorize  the  issue  by 
Southern  Pacific  Company  of  $30,000,000  face  value  of  notes, 
bearing  interest  at  the  rate  of  five  per  cent,  per  annum, 
said-  notes  to  be  dated  June  1,  1913,  and  to  be  due  and  pay- 
able June  1,  191i>,  and  to  be  subject  to  redemption  at  par 
and  accrued  interest  on  June  1,  1914,  and  December  1,  1914, 
on  thirty  days'  notice  by  said  company  to  the  holders  there- 
of. 

Said  notes  are  to  be  issued  upon  the  following  conditions 
and  not  otherwise; 

1.  Southern  Pacific  Company  shall  sell  the  notes  hereby 
authorized  so  as  to  net  said  company  not  less  than  97"2 
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per  cent,  of  the  face  value  tliereof  plus  accrued  interest  at 
the  date  of  their  delivery  to  the  purchaser. 

2.  The  proceeds  from  the  sale  of  said  notes  shall  be  used 
for  the  following  purposes  only : 

For  additions  and  betterments  to  existing  lines  and  for 
the  constroction  of  lines  into  new  territory  and  for  sucli 
pnrposes  on  the  Pacific  coast,  as  follows : 

Southern  Pacific  Co.— Pacific  System $11,356,540.00 

Salem,  Falls  City  and  Western  Railway 68^1.00 

Pacific  Railway  and  Navigation  Co 134,540.00 

Portland,  Eugene  and  Eastern  Railway 2.501,880.00 

Cooi  Bay,  Oregon,  Coal  Co 

Coos  Bay,  Roseburg  and  Eastern  Railway  and  Navigation  Co.  4,470.00 

Corvallis  and  Eastern  Railroad  Co 270,580.00 

Albion   Lumber   Co 10,250.00 

Pacific  Fniit  Express  Co.  (one  half) 75,625.00 

Grawd  Total  $14,422,565.00 

for  a  more  detailed  description  of  which,  reference  is  hereby 
made  to  Kzhibit  B  on  file  herein. 

3.  Immediately  upon  the  execution  of  any  agreement 
under  which  said  notes  are  issned,  a  true  copy  of  said  .agree- 
ment together  with  a  complete  list  of  the  securities  pledged 
as  security  for  the  payment  of  said  notes  shall  be  furnished 
this  Commission. 

4.  Before  any  of  the  money  derived  from  the  sale  of  said 
notes  shall  be  spent  in  California,  full  and  detailed  estimates 
of  the  additions  and  betterments  and  improvements  pro- 
posed to  be  made  in  California  shall  be  furnished  for  the 
approval  of  the  Commission. 

5.  Said  company  shall  keep  separate,  true  and  accurate 
accounts  showing  the  receipt  and  application  in  detail  of 
the  proceeds  of  the  sale  of  said  notes  hereby  authorized  to 
be  issued,  and  on  or  before  the  35th  day  of  each  month  the 
company  shall  make  a  verified  report  to  the  Commission  in 
accordance  with  the  Commission's  General  Order  No.  24," 
stating  the  sale  or  disposition  of  such  notes  during  the 
preceding  month,  the  terms  and  conditions  of  duch  sale  or 


'Printed  in  Commission  Leaflet  No.  9,  at  page  82. — Ed. 


446  Califobnia  Railboau  Commission. 

otlier  disposition,  the  moneys  realized  therefrom  and  the 
nse  and  application  of  such  moneys. 

6.  The  authority  hereby  given  to  issue  sach  notes  shall 
apply  only  to  notes  issued  by  said  company  on  or  before  the 
1st  day  of  July,  1914. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
ordered  Sled  aa  the  opinion  and  order  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  seventh  day  of 
June,  1913. 


In  the  Matteb  op  the  Application  of  the  Branham  Plant 
TO  Sell  and  the  Lassen  Electeic  Company  to  Pue- 
CHASE  All  of  the  Pkopebty  op  the  Beanham  Plant 
Located  in  and  near  the  Town  op  Susanvillb,  in  the 
County  op  Lassen. 

Application  No.  584 — Decision  No.  719. 

Decided  June  S4,  1913. 

Sale  and  Consolidation — Maintenance  of  Existing  Kates. 

Application  of  the  Branham  Plant,  an  electrical  plant,  to*  sell  its  property 
in  and  near  Susanville  to  Che  Lassen  Electric  Company. 

Held:  Application  granted,  the  price  paid  for  this  property  not  to  be 
binding  in  any   rate  fixing  inquiry.     The  transfer  shall  not  be  used  to  in-. 

Appbaeance  : 

Scow  Hendricks,  for  applicants. 

REPORT. 

Eshleman,  Commiasioiier : 

The  Branham  plant,  so-called,  is  an  electrical  plant  located 
in  and  near  the  Town  of  Susanville,  Lassen  County.  It  has 
a  small  installation  and  serves  a  few  consumers  in  the  town 
of  Susanville.  The  Lassen  Electric  Company  is  a  corpora- 
tion also  serving  the  Town  of  Susanville  and  adjacent  ter- 
ritory. 
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The  applicants  urge  that  thece  ia  not  room  for  tlie  two 
companicB  in  this  territory,  and  furtlier  that  there  will  be 
outlays  necessary  to  be  made  by  the  Branbam  plant  in  order 
properly  to  serve  its  consumers  which  are  not  justified  by 
the  business  to  be  had.  The  agreed  price  at  which  this  prop- 
erly is  to  be  sold  is  forty-fire  hundred  (f4,500)  dollars. 
The  representatives  of  the  city  authorities  of  Snsanville 
favor  the  transfer,  and  I  see  no  reason  why  it  should  nob 
be  consummated  under  conditions  which  will  be  set  out 
in  the  order. 

I,  therefore,  recommend  the  following  order: 

OBDER. 

Branbam  plant,  a  public  utility,  serving  electricity  to  a 
portion  of  the  town  of  Susanvitle,  having  applied  to  sell  all 
of  its  plant  to  the  Lassen  Electric  Company,  an  electrical 
corporation  also  serving  the  Town  of  Susanville  and  adjacent 
territory,  for  the  sum  of  forty-five  hundred  (f4,500)  doUara, 
and  a  hearing  having  been  held  and  being  fully  apprised  in 
the  premises, 

It  is  hereby  ordered,  That  the  Branbam  plant  is  permitted 
to  sell  and  the  Lassen  Electric  Company  to  purchase  all  of 
the  property  of  the  Branbam  plant  located  in  the  county 
of  Lassen  for  the  sum  of  forty-flve  hundred  (|4,500)  dollars 
on  the  following  conditions : 

First — Said  sum  of  forty-five  hundred  (|4,500)  dollars 
not  to  be  binding  upon  this  or  any  other  public  authority 
in  any  rate  fixing  inquiry. 

Second — The  transfer  of  this  property  from  its  present 
owners  to  the  Lassen  Electric  Company  shall  not  be  used 
directly  or  indirectly  as  a  means  to  increase  the  rates  within 
the  territory  now  or  hereafter  to  be  served  by  the  Lassen 
Electric  Company. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
ordered  filed  as  the  opinion  and  order  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  fourteenth  day 
of  June,  1913. 


:v  Google 


448     Nkw  Vobk  l*riii,K'  Hekv.  (.'om mission — Fihst  Distbict. 
In  the  Matter  of  the  Complaint  op  the  E.  W.  Buss 

COMI'ANV    AGAINST   TlIE   JaY    STEEET    CONNECTING   RMlr 
KUAD. 

Case  No.  1599. 
Dteided  May  13,  i9'3- 

Tracks  and  Trackage— Railroad  Corporation — Completion  of  Linei  to 
retmiiii  Specified  in  Charter  and  Franchiae — Construction  of  Tracka  and 
Operation  of  Line  Required. — Under  all  of  the  circumstances  stated  in 
the  Opinion  adopted.  The  J.  St.  Conn.  K.  R.  should  be  required  to  pro- 
ceed to  exercise  its  entire  franchise,  by  extending  and  constructing  the  two 
branches  of  its  hne  which  were  set  out  in  its  charter  and  franchise  as 
extending  to  the  complainant's  property,  and  by  operating  cars  thereon 
to  the  termini  of  the  said  branches  over  the  route,  and  in  the  manner, 
described  in  ils  franchise. 

Service— Railroad  Corporation — Fulfillment  of  Franchise  Obligationa 
—Tender  of  Performance  to  Shipper  Host  Concerned— Effect  of  RefuaaL 
The  defendant  carrier  had  not  completed  and  placed  in  operation  certain 
portions  of  its  lines  as  laid  out  in  its  charter  and  franchise.  The  por- 
tions not  completed  were  designed  especially  to  serve  the  complainant, 
a  manufacturing  corporation,  which  asked  to  have  the  lines  completed 
and  placed  in  full  operation.  The  defendant  claimed  that  it  had  "tendered 
perfortnance  uf  its    franchise,"  and   that   the  complainant  had   refused  it. 

Held:  Even  if  that  were  true,  it  would  be  no  defense,  for  a  railroad 
company  may  not  in  that  manner,  satisfy  its  public  obligation  to  con- 
struct its  railroad  and  operate  the  same  to  the  termini  described  in  its 
franchise. 

Service — Railroad  Corporation — Refusal  to  Complete  and  Operate 
over  Ita  Franchise  Route  and  Serve  more  than  One  Favored  Shipper  a 
"Violation  of  Law," — By  refusing  to  comiflele  its  line  over  the  route 
specified  in  ils  franchise  and  charter,  and  place  the  same  in  full  operation, 
and,  by  refusing  to  perform  any  service  other  than  for  A.  Bros.,  a  manu- 
facturing corporation  owned  and  controlled  by  the  same  interests  as  the 
defendant  carrier,  the  latter  is  violating  the  terms  and  conditions  of  its 
franchise,  and  is  violating  the  law. 

Practice  and  Procedure  before  Commianon — Proceeedings  upon  Com- 
plaint as  to  Violation  of  Law  and  Franchise — Powers  of  Commission 
under  P.  S.  C.  L^  §  48. — The  E,  VV.  B,  Co.,  a  manufacturing  company  and 
large  shipper  of  freight,  filed  a  complaint  with  the  Commission  that  The 
Jay  St.  Conn.  R,  K.  had  refused  to  complete  its  line  and  furnish  service 
over  the  route  spccitied  in  ils  franchise  and  charter.  This  was  treated 
by  the  Commission  3s  a  complaint  under  P.  S.  C.  L.,  S  ^,  and  a  copy 
thereof  was  forwarded  to  the  defendant,  accompanied  by  an  Order  for 
satisfaction  or  answer.  On  receipt  of  the  company's  answer,  the  matter 
was  regularly  brought  on  for  hearing  before  the  Commission.  .At  the 
close  of  the  hearing,  the  defendant  claimed  that  the  complaint  was  made 
under  either  P.  S.  C.  L..  §§  49.  50.  or  51,  and  that  none  of  these  sections 
confers  upon  the  Commission  the  power  to  make  an  Order  directing  the 
completion  of  a  railroad. 
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Held:  That  the  procedure  outlined  in  P.  S.  C  L.,  g  48,  is  precisely 
the  procedure  that  has  been  followed  in  this  case,  and  the  wording  of  that 
section  is  so  clear  that  there  can  be  no  doubt  that  it  was  intended  to  em- 
power the  Commission  to  make  an  Order  in  a  case  just  like  the  present  one. 

Powers  of  the  Conunuaion — Proceedinga  upon  Complaint  and  An- 
swer~-''Violation  of  Law"  aq^  "Violation  of  Franchiic  or  Charter"— 
Power  to  Hake  an  Order— P.  S.  C  L,  §  4S,  Conatnied.— The  question  was 
raised  whether  the  failure  of  the  defendant  railroad  corporation  to  com- 
plete its  line  and  furnish  service  over  its  franchise  route  constituted  "any 
thing  or  act  done  or  omitted  to  be  done  *  *  •  in  violation,  or  claimed 
to  be  in  violation,  of  any  provision  of  law  or  of  the  terms  of  conditions  of 
its  franchise  or  charter." 

Held:  That  the  violations  of  law  upon  which  the  Public  Service  Com- 
mission may  act  are  not  restricted  to  such  offenses  as  are  specifically  men- 
tioned in  the  written  law;  and  the  failure  of  a  railroad  company  to  compljr 
with  the  requirements  of  its  franchise  and  charter  by  failing  and  refusing 
to  complete  its  road  and  place  the  same  in  full  operation,  is  a  violation  of 

Powers  of  the  Commission — Railroad  Corporations — Requiring  Work 
to  be  Done  for  Which  Pnuichlaes  or  Consents  must  first  be  Obtained — 
The  Commission  frequently  makes  Orders  requiring  railroad  corporations 
to  do  construction  work  where  it  is  necessary  for  the  companies  to  procure 
certain  rights,  by  consent  or  by  condemnation,  before  they  can  execute  the 
Orders;  and  in  such  cases,  the  duty  is  cast  upon  the  companies  to  procure 
the  necessary  rights. 

Powers  of  the  Commission — Preventioi)  of  Violation  of  Franchise  and 
Charter — Railroad  Corporation — Alteraatire  Action  by  Commission — Writ 
of  HandamuB  from  Court  or  Order  by  Commissioti — P.  S.  C.  L.,  £g  4S,  51, 
Construed. — The  complaint  was  that  the  defendant  railroad  corporation 
had  failed  and  refused  to  complete  and  furnish  service  over  ihe  route 
specified  in  its  franchise  and  charter. 

Held:  That,  as  the  failure  of  the  defendant  corporation  to  comply  with 
the  requirements  of  its  charter  and  franchise  was  a  violation  of  law.  the 
Commission  has  Its  election  whether  to  make  an  Order  under  P.  S.  C.  L, 
§  48,  or  to  apply  to  the  Court  for  a  writ  of  mandamus  under  P.  S.  C.  L., 
5  57-    . 

Franchises  and  Privilegea— Railroad — "Permissive"  v.  "Mandatory" 
Form — Failure  of  Carrier  to  Complete  and  Operate  over  Entire  Franchise 
Route. — The  defendant  railroad  corporation  contended  that  the  Commis- 
sion should  not  make  an  Order  requiring  the  defendant  to  build  and  operate 
over  its  entire  franchise  route,  for  the  reason  that  the  franchise  of  the 
defendant  was  "permissive"  in  form  and  not  "mandatory."  The  company 
had  constructed  and  was  operating  over  a   portion   of  the   franchise   route. 

Held:  That  the  point  raised  makes  no  difference,  for,  having  accepted 
the  franchise,  and  having  constructed  a  substantial  part  of  the  line  de- 
scribed in  the  franchise,  the  carrier  is  under  the  legal  duty  of  completing 
and  operating  its  entire  line,  and  the  construction  and  operation  of  only 
a  part  thereof  is  without   legal  sanction. 

Orders  of  the  Commission — Form  and  Provisions— Completion  of 
Franchise  Route — Suggestion  that  Order  only  Require  Carrier  to  Inatitute 
Cotldemnatioo  Proceedings. — The  complaint  was  that  the  defendant  car- 
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rier  had  not  constructed  and  placed  in  operation  certain  portions  of  its 
franchise  route  which  were  designed  to  serve  the  complainant  inanufactuf' 
ing  corporation.  The  defendant  replied  that  A.  Bros.,  also  a  manufacturing 
corporation,  had  built  the  walls  and  freight  elevators  of  one  of  its  buildings 
so  as  to  block  the  way  for  the  completion  of  the  lines  of  track  in  question. 
Counsel  for  the  carrier  contended  that,  if^any  Order  were  to  be  made 
against  the  defendant  it  should  require  only  that  the  Carrier  proceed  against 
A.  Bros,  to  condemn  a  right  of  way  through  the  building,  or  bring  an  ac- 
tion to  enforce  specific  performance  of  the  contract  entered  into  between  A. 
Bros,  and  the  defendant,  whereby  the  former  agreed  to  permit  the  latter  to 
construct,  through  the  building,  the  tracks  in  question,  among  others.  It  ap- 
peared: (1)  That  this  contract  constituted  an  absolute  grant  of  all  the  rights 
needed  by  the  Carrier;  (2)  that  it  was  an  executed  contract,  in  that  the 
Carrier  had  built  under  it,  and  was  operating  the  other  tracks  authorized 
by  the  franchise  and  contract;  (3)  that  the  -building  was  constructed  after 
the  contract  was  made ;  and  (4)  that  the  defendant  Carrier  is  owned  and 
controlled  by  the  same  interests  as  A.  Bros. 

Held: — That  the  form  of  Order  suggested  by  counsel  for  the  defendant 
would  be  ineffective  and  unnecessary,  and  the  Order  should  direct  and  re- 
quire the  defendant  to  complete  the  Construction  of  its  road  and  place  the 
same  in  full  oepration.  as  required  by  the  terms  and  conditions  of  its  Charter 
and  franchise  and  as  required  by  law.* 


In  the  Matter  of  the  Application  op  the  Consolidated 
Gas  Company  of  New  Yoek  foe  Authoeity  to  Pdb- 
CHASE  THE  Stock  of  the  New  York  &  Queens  Elbo- 
TKic  Light  &  Power  Company  and  the  New  Yoek  & 
Queens  Gas  Company,  under  Section  70  op  the  Pub- 
lic Service  Commissions  Law. 

Case  No.  1453. 

Decided  May  20,   IQIJ. 

Competition  between  Public  Service  Corporations— Gm  and  Electric 
Corporations  as  Rival  Companies — Ownership  of  Stock  of  Both  by  Same 
Company  Permitted. — The  C.  G.  Co.  asked  permission  to  purchase  the 
stock  of  a  gas  corporation  and'  an  electric  corporation,  both  of  which  were 
operating  in  the  same  territory,  in  which  the  petitioner  had  not  hitherto 
been  a  factor.  Objection  was  made  tliat  gas  and  electric  corporations  fur- 
nished essentially  competing  services,  and  therefore  should  not  be  permitted 
to  come  under  the  same  ownership. 

Held:  That,  while  gas  and  electric  companies  may  have  been  in  the  past 
considered  as  rival  companies,  to-day  such  is  not  the  case,  except  in  small 
communities,  and  even  there  electricity  for  lighting  is  rapidly  becoming  as 
much  used  as  gas,  and  is  largely  used  in  place  of  gas  for  street  lighting. 


•Syllabus  prepared  by  the  Commission. — Ed. 
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TraiufcTs  of  Stock — Gas  and  Electrical  Cotporatioiu— Acquiution  of 
Stock  Control  of  Each  by  Gaa  Corporation  Not  Operatmg  in  the  Same 
Territory.— The  N.  Y.  &  Q.  G.  Co.,  a  gas  corporation,  and  the  N.  Y.  & 

Q.  E.  L.  &  P.  Co.,  an  electric  corporation,  operated  in  the  Borough  of  Queens. 
The  C.  G.  Co.,  a  gas  corporation  not  itself  operating  in  the  same  territory 
as  these  two  companies,  asked  leave  to  purchase  all  of  the  capital  stock  of 
the  former,  and  all  of  the  common  and  preferred  stock  of  the  latter. 

fifld:  That,  under  all  of  the  circumstances  stated  in  the  Opinion  adopted, 
the  application  should  be  granted. 

Hearings  closed,  November  12,  1912.     Opinion  adopted.  May  20,  1913. 

The  Consolidated  Gas  Company  asked  authority,  under 
Section  70  of  the  Public  Service  Conunissions  Law,  to  pur- 
chase and  acquire  all  of  the  capital  stock  of  the  New  York 
&  Queens  Gas  Company  and  all  of  the  common  and  pre- 
ferred stock  of  the  New  York  &  Queens  Electric  Light  & 
Power  Company. 

The  two  corporations  last  named  are  engaged  in  the  sup- 
ply of  gas  and  electric  service,  respectively,  in  portions  of 
the  Borough  of  Queens. 

The  Order  entered,  on  May  20,  1913,  by  the  vote  of  a 
majority  of  the  Commission,  granting  the  application  in 
entirety,  was,  in  full,  as  follows : 

"Application  having  been  made  to  this  Commission  by  the  Consoli- 
dated Gas  Company  of  New  York  by  petition  dated  and  verified  Jan- 
uary 18,  1912,  pursuant  to  the  provisions  of  Section  70  of  the  Pub- 
tic  Service  Commissions  Law,  for  authority  to  purchase,  acquire,  take 
and  hold  all  the  outstanding  common  stock  of  the  New  York  and 
Queens  Gas  Company,  and  all  the  outstanding  common  stock  and  all 
the  outstanding  preferred  stock  of  the  New  York  and  Queens  Elec- 
tric Light  and  Power  Company ;  and  a  hearing  having  been  duly  had 
by  and  before  the  Commission  upon  said  application  on  January  31, 
1912,  and  on  certain  adjourned  dales  to  and  including  November  12, 
1912,  Honorable  Milo  K.  Maltbie,  Commissioner,  presiding,  Shear- 
man and  Sterling,  by  John  A.  Carver,  of  counsel,  appearing  for  th; 
Consolidated  Gas  Company,  Edward  M.  Stolhers  appearing  for  Man- 
ton  B,  Metcalf,  a  stockholder  of  the  New  York  and  Queens  Electric 
Light  and  Power  Company,  and  Arthur  DuJJois,  Assistant  Counsel,  at- 
tending for  the  Commission ;  and  testimony  having  been  taken  upon 
said  hearing;  and  it  having  been  made  to  appear  by  the  proceedings  on 
said  hearing  that  said  Consolidated  Gas  Company  of  New  York  has 
acquired  an  option  on  all  the  outstanding  common  stock  of  the  New 
York  and  Queens  Gas  Company  and  has  acquired  an  option  on  a  ma- 
jority of  the  outstanding  common  stock  and  outstanding  preferred 
stock  of  the  New  York  and  Queens  Electric  Light  and  Power  Com- 
pany; and  the  Commission  being  of  the  opinion  that  said  application 
should  be  granted,  it  is 
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"Ordered,  that  the  purchase  and  acquisition  by  the  Consolidated 
Gas  Company  of  New  York  of  all  of  the  outstanding  common  stock 
of  the  New  York  &  Queens  Gas  Company,  and  of  all  the  outstajid- 
ing  common  stock  and  all  the  outstanding  preferred  stock  of  the  New 
York  and  Queens  Electric  Light  and  Power  Company,  be  and  the 
same  hereby  are  authorised ;  provided,  however,  and  this  Order  is 
upon  the  express  condition  that  if,  within  one  year  from  and  after 
the  date  of  this  Order,  any  of  the  holders  of  the  preferred  stock  of 
the  New  York  and  Queens  EJectric  Light  and  Power  Company  shall 
offer  the  same  to  the  said  Consolidated  Gas  Company  of  New  York, 
said  Consolidated  Gas  Company  of  New  York  shall  purchase  and  ac- 
cept the  same  and  pay  therefor  not  less  than  76.13  per  cent,  of  the 
par  value  thereof,  and  if  within  one  year  from  and  after  the  date  of 
this  Order  any  of  the  holders  of  the  common  stock  of  the  New  York 
and  Queens  Electric  Light  and  Power  Company  shall  offer  the  same 
to  the  said  Consolidated  Gas  Company  of  New  York,  said  Consoli- 
dated Gas  Company  of  New  ^'ork  shall  purchase  and  accept  the  same 
and  pay  therefor  not  less  than  55.64  per  cent,  of  the  par  value  thereof." 

Chairman  McCall  and  Commissioners  Cram  and  Williams 
voted  for  the  adoption  of  the  Opinion  of  Commissioner  Wil- 
liams and  entry  of  the  foregoing  Order  in  conformance 
thereto.  CommissioQers  Maltbie  and  Eustis  voted  against  the 
entry  of  the  above  Order  and  in  favor  of  the  entry  of  an 
Order  submitted  by  Commissioner  Maltbie,  in  the  following 
form: 

"Consolidated  Gas  Company  of  New  York,  by  petition  dated  and 
verified  January  18,  1912.  having  asked  for  the  consent  and  authoriia- 
tion  of  the  Commission  to  the  acquisition  by  it  of  12,500  shares  of 
common  stock  and  12,500  shares  of  preferred  stock,  or  a  majority 
thereof,  of  the  New  York  and  Queens  Electric  Light  and  Power  Com- 
pany, and  for  the  consent  and  authorization  of  the  Commission  to 
the  acquisition  by  it  of  6.0(10  shares  of  the  capital  stock,  or  a  major- 
ity thereof,  of  New  York  and  Queens  Gas  Company,  and  a  hearing 
having  heen  duly  had  before  Hon.  Milo  R.  Maltbie,  Commissioner, 
presiding,  on  January  31.  1912.  and  on  certain  adjourned  dates,  Shear- 
man &  Sterling,  by  John  A,  Garver,  of  counsel,  appearing  for  Con- 
solidated Gas  Company.  Edward  M.  Stothers  appearing  for  Manton  B. 
Meicalf,  a  stockholder  of  the  New  York  and  Queens  Electric  Light 
and  Power  Company,  Arthur  DuBois.  -Assistant  Counsel,  attending 
for  the  Commission,  and  testimony  having  been  taken : 

"Ordered : 

"(1)  That  the  application  of  Consolidated  Gas  Company  of  New 
York  for  authority  and  permission  to  purchase  12,500  shares  of  com- 
mon stock  and  12,500  shares  of  preferred  sti«k,  or  a  majority  thereof, 
of  the  New  York  and  Queens  Electric  Light  and  Power  Company  be 
and  the  same  hereby  is  in  all  respects  denied. 
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"(2)  That  the  r,pplication  of  Consolidated  Gas  Company  of  New 
York  for  authority  and  permission  to  purchase  6,000  shares  of  the 
common  stock  of  the  New  York  and  Queens  Gas  Company  be  and 
the  same  hereby  is  granted  upon  the  following  condition  and  not  other- 
wise, namely :  That  Consolidated  Gas  Company  of  New  York  pur- 
chase or  acquire  the  entire  outstanding  capital  stock  of  New  York 
and  Queens  Gas  Company. 

"(3)  That  the  above  authorization  ' continue  only  for  the  period 
of  one  year  from  the  date  of  this  Order. 

"Further   Ordered,  that  within    days  after   service  upon   it 

Consolidated  Gas  Company  of  New  York  notify  the  Public  Service 
Commission   for   the   First   District   whether  this  Order  is   accepted. 

"Further  Ordered,  that  this  Order  take  effect  immediately  and  re- 
main in  force  until  modified  or  abrogated  by  further  Order  of  the 
Commission." 

Commissioner  Maltbie  filed  an  Opinion,  in  wliicli  Com- 
missioner Enstis  concurred,  in  dissent  from  the  action  of 
the  majority  of  the  Commission  in  granting  permission  to 
the  Consolidated  Gas  Company  to  acquire  stock  of  the  New 
York  &  Queens  Electric  I^ight  &  Power  Company. 

The  further  facts  as  to  the  matter  appear  in  the  Opinion 
adopted. 

APPEABANCB3 : 

Arthur  DuBois,  for  the  Commission. 

Hhcarman  c6  Sterling,  by  John  A.  Gnrver,  for  the  Con- 
solidated Gas  Company  of  New  York. 

Edtoard  M.  Stothers,  for  Manton  B.  Metcalf,  a  stockholder 
of  the  New  York  &  Qneens  Electric  Liglit  &  Power  Company. 

WiLUAMS,  Commissioner: 

By  this  application  the  Consolidated  Gas  Company  asks 
leave  to  purchase:  1.  All  of  the  capital  stock  of  the  New 
York  and  Queens  Gas  Company,  and  2.  All  of  the  common 
and  preferred  stock  of  the  New  York  and  Queens  Electric 
Light  and  Power  Company. 

Both  of  these  companies  operate  in  the  Borough  of  Queens, 
the  largest  borougli  in  area  in  the  city,  and,  compared  with 
the  other  boroughs,  tlie  most  sparsely  built  up,  Insing  coin- 
posed  of  former  villages,  widely  separated,  the  only  former 
city  in  the  borough  being  Long  Island  City. 
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Many  new  streets  have  been  laid  out,  and  for  the  past 
few  years  the  building  operations  and  the  population  have 
increased  at  a  more  rapid  rate  than  in  any  other  borough 
of  the  City  of  New  York. 

As  to  the  gas  company,  the  applicant  company  already  has 
a  large  plant  for  the  manufacture  of  gas  in  the  Borough  of 
Queens,  and  offers  to  buy  from  the  Queens  company  all  its 
stock,  six  thousand  shares,  for  about  $66  a  share.  The 
owners  of  this  stock  desire  to  sell  it  at  that  figure — every 
ahare  of  it — and  unless  the  public  will  suffer  by  this  arrange- 
ment, the  CommiBHion  should  not  withhold  its  consent. 

It  is  the  clear  and  distinct  policy  of  the  State  to-day  to 
permit  the  acquisition  of  the  capital  stock  of  one  gas  or 
electric  company  by  another.  This  policy  has  received  the 
emphatic  approval  of  the  Courts. 

Willcox  V.  Consolidated  Gas  Co.,  212  U.  S.  19,  49; 
Matter  of  Attorney  Oeneral,  124  A.  D.  401,  406; 
People  ex  rel.  Public  Service  Commission  v.  Long  Acre 

Company,  137  A.  D.  810,  819; 
People  ex  rel.  N.  Y.  El.  Lines  Co.  v.  Ellison,  188  N.  Y. 
523,  530-1. 
No  one  will  seriously  contend  that  the  applicant  company 
is  not  by  far  the  stronger  company,  and  it  is  clear  -from  the 
evidence  that  much  capital  will  have  to  be  expended  to  keep 
pace  with  the  rapid  development  of  the  borough.     At  least 
one  new  holder  is  needed  now,  and  I  think  there  is  no  ques- 
tion but  that  the  applicant  company  is  in  a  better  position 
to  finance  these  improvements  than  the  smaller  company, 
which  does  not  even  pay  dividends  upon  its  stock.     Then, 
too,  in  case  of  accident,  the  applicant's  plant  could  be  made 
to  supply  all  the  gas  used  in  the  Queens  system  without 
interruption,  and  in  a  matter  so  important  as  lighting  a 
City,  this  becomes  a  material  consideration. 

"Light  is  indispensable  at  all  times,  and  no  munic- 
ipality can  be  said  to  be  well  governed  which  is  not 
able    to    command    its    presence    under    all    circum- 
stances."   Harlem  Gas  Co.  v.  Mayor,  33  N.  Y.  328. 
The  question  seems  to  have  been  raised  at  the  hearing 
that  the  applicant  might  close  the  plant  of  the  Queens  com- 
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pany  and  sell  to  it  gas  from  its  own  plant  at  an  exorbitant 
price.  This  cannot  be  done,  as  the  Commission  would  have 
ample  power  to  correct  any  suck  attempt  to  mulct  the 
smaller  company,  by  means  of  an  Order  in  a  rate  case. 

The  price  which  the  consumer  must  pay  is  within  the 
regulatory  powers  of  the  Commission,  and  it  must  follow 
that,  if  the  larger  company  can  finance  extensions  to  better 
Advantage,  and  can  produce  gas  for  less  money,  -the  public 
must  in  the  end  benefit  by  a  reduction  of  the  rate. 

It  is  clear  to  me  that  the  public  will  be  benefited  rather 
than  injured  by  the  granting  of  the  application. 

Most  of  the  directors  of  the  Queens  County  Gas  Company 
are  directora  of  the  electric  light  company,  so  that  while 
there  are  two  separate  organizations,  they  represent  the 
same  interests.  As  to  the  electric  light  company,  the  same 
considerations  looking  to  the  efficiency  of  the  plant  and 
economy  in  finance  and  operation  prevail,  as  the  applicant 
company  owns  all  the  stock  of  The  New  York  Edison  Com- 
pany, which  supplies  much  of  the  current  in  Manhattan,  and 
the  Edison  company's  large  power  house  in  Manhattan  is 
already  connected  with  The  Queens  County  Electric  Com- 
pany's lines,  and  in  case  of  accident  to  the  Queens  County 
power  house,  the  load  could  be  immediately  transferred  to 
the  Edison  station. 

The  applicant  company  has  an  option  on  a  majority'  of 
the  preferred  and  a  majority  of  the  common  stock  of  the 
Electric  Light  and  Power  Company.  These  options  were 
secured  at  practically  the  same  price,  the  preferred  being 
about  $75  and  the  common  about  $55  per  share  of  the  par 
value  of  f  100,  the  bid  and  asked  prices  for  these  stocks  being 
tabulated  and  marked  in  evidence  "Exhibit  No.  1."  This 
table,  for  the  year  immediately  preceding  the  application, 
shows  that  the  average  bid  price  for  the  common  stock  was 
$52.05  and  the  asking  price  $58.26;  and  for  the  preferred 
stock  the  bid  price  $74.15  and  the  price  asked  $76.68. 

While  gas  and  electric  companies  may  have  been  in  the 
past  considered  as  rival  companies,  to-day  such  is  not  the 
case,  except  in  small  communities,  and  even  there  electricity 
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for  lighting  is  rapidly  becoming  as  much  used  as  gas,  and 
is  largely  used  in  place  of  gas  for  street  lighting. 

No  one  can  seriously  contend  that  in  any  other  borough 
of  the  city  where  the  gas  and  electric  companies  have  come 
under  one  management  that  there  haa  been  any  failure  to 
"discover  processes  which  will  lessen  cost"  or  that  there  has 
been  a  "failure  to  take  advantage  of  every  new  invention  or 
discovery.""  There  is  no  reason  to  believe  that  any  other 
method  will  be  followed  in  Queens. 

In  this  case,  also,  the  Commission  has  Full  power  to 
regulate  rates,  and  to  provide  for  connections  into  the  houses 
of  residents  of  the  borough. 

I  recommend  an  Order  granting  the  application,  but  the 
Order  should  provide  that  the  applicant  company  shall  pay, 
on  demand,  for  such  minority  stock  as  shall  be  offered  the 
average  price  at  which  such  stock  was  sold  within  the  year 
preceding  this  application  (1911). 

Mai/ebib,  Commissioner  (dissenting,  in  part) :  This  is 
an  application  by  the  Consolidated  Gas  Company  for  au- 
thority to  purchase  all  of  the  capital  stock  of  the  New  York 
&  Queens  Oas  Company  and  all  of  the  common  and  pre- 
ferred stock  of  the  New  York  &  Queens  Electric  Light  & 
Power  Company.  The  evidence  submitted  indicates  that  the 
company  can  probably  acquire  every  share  of  stock  of  tlie 
former  company,  but  has  not  thus  far  been  able  to  secure 
options  upon  all  of  the  common  or  all  of  the  preferred  stock 
of  the  Electric  company,  althougli  able  to  secure  a  majority 
of  each. 

Eranchises  of  New  York  &  Queens  Gas  Company. 

The  New  York  and  Queens  Gas  Company  was  incor- 
porated July  9,  1904,  under  the  Transportation  Corpora- 
tions Law,  for  the  purpose  of  manufacturing  and  supplying 
gas  for  lighting  the  streets  and  public  and  private  buildings 
in  the  Borough  of  Queens.  By  merger,  assignment,  sale,  or 
lease,  the  New  York  and  Queens  Gas  Company  has,  since 
July  25,  1904,  been  in  possession  of  the  gas  franchises  and 
biisiiiess  of  the  former  villages  of  Flushing,  College  Point 
hikI  Whitestone,  and  of  the  town  of  Flushing  outside  of  the 
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incorporated  villages.  It  has  also  been  in  possession  of  un- 
used franchises  covering  Newtown  and  most  of  Jamaica. 

It  appears  from  the  testimony  in  this  case  that,  if  t)ie 
application,  of  the  Consolidated  Gas  Company  to  acquire 
the  shares  of  the  New  York  and  Queens  Gas  Company  is 
approved,  the  latter  company  may  apply  to  the  Commission 
for  the  right  to  exercise  this  Newtown  franchise  for  the 
purpose  of  laying  a  through  main  from  the  easterly  boundary 
line  of  Long  Island  City  across  Newtown  to  Flushing,  in 
order  to  connect  the  Astoria  plant,  controlled  by  the  appli- 
iiant,  with  the  distributing  syst*'m  of  the  New  York  and 
Queens  Gas  Company.  It  does  uot  appear  clearly  whether 
this  Newtown  franchise  has  ever  been  exercised  or  not,  but 
at  any  rate  it  has  not  been  exercised  for  many  years.  Ac- 
cordingly, under  the  Public  Service  Commissions  Law,  it 
canuQt  be  exercised  without  authority  from  this  Commission. 

The  Newtown  and  Jamaica  franchises  are  without  time 
limit.  The  company's  franchise  for  the  town  of  Flushing 
(Ward  3)  outside  of  the  former  villages  of  Flushing,  White- 
stone  and  College  Point,  is  for  50  years  from  May  1,  1897. 
The  Whitestone  franchise  is  for  a  period  of  25  years  from 
December  30, 1897,  with  a  right  of  renewal  for  an  additional 
period  of  25  years.  The  College  Point  and  Flushing  village 
franchises  are  unlimited. 

In  Ward  2  (Newtown),  gas  is  now  supplied  exclnsively 
by  the  Newtown  Gas  Company,  incorporated  April  13,  1891. 
This  company,  through  stock  ownersliip,  is  a  subsidiary  of 
the  Brooklyn  Union  Gas  Company,  stock  control  having 
been  acquired  by  the  latter  through  one  of  its  predecessors, 
The  Williamsburgh  Gas  Light  Company.  In  Ward  4 
(Jamaica),  gas  is  now  supplied  by  three  other  subsidiaries 
of  the  Brooklyn  Union  Gas  Company.  One  of  these,  the 
Richmond  Hill  and  Queens  County  Gas  Light  Company, 
has  a  franchise  and  operates  only  within  the  limits  of  the 
former  village  of  Richmond  Hill,  a  territory  not  covered  by 
the  Jamaica  franchises  of  the  New  York  and  Queens  Gas 
Company.  One  of  the  other  companies,  the  Jamaica  Gas 
Light  Company,  operates  in  the  former  village  of  Jamaica, 
and  also  in  the  narrow  area  lying  between  the  former  vil- 
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lages  of  Jamaica  and  Richmond  Hill.  The  Woodbaven  Gas 
Light  Company,  incorporated  September  11,  1871,  supplies 
gas  in  all  that  part  of  Ward  3  (town  of  Jamaica)  outside 
of  the  former  villages  of  Jamaica  and  Richmond  Hill  and 
the  territory  lying  between  them. 

Thus,  it  appears  that  by  the  acquisition  of  control  of  the 
New  York  and  Queens  Gas  Company,  tlie  Consolidated  Gas 
Company  would  be  in  a  position,  with  the  approval  of  this 
Commission,  to  enter  into  active  competition  in  Newtown 
and  most  of  Jamaica  with  subsidiaries  of  the  Brooklyn  Union 
Gas  Company,  now  supplying  those  areas. 

Franchises  of  New  York  &  Queens  Elbctbic  Light  & 
POWBE  Co. 

The  New  York-  and  Queens  Electric  Light  and  Power 
Company  was  incorporated  July  21,  1900,  under  Article  VI 
of  the  Transportation  Coi-porations  Law,  for  the  purpose  of 
manufacturing  and  using  electricity  for  producing  light, 
heat  or  power,  and  in  lighting  streets,  avenues,  public  parks 
and  places,  and  public  and  private  buildings  within  ihe 
County  of  Queens  and  the  County  of  Nassau.  As  the  result 
of  various  mergers  and  other  proceedings,  the  New  York 
and  Queens  Electric  Light  and  Power  Company  now  holds 
franchises  for  the  supply  of  electric  current  in  Ward  1 
(Long  Island  City),  Ward  2  (Newtown),  Ward  3  (Flush- 
ing), and  Ward  4  (Jamaica)  of  the  Borough  of  Queens. 
The  company  has  no  franchise  of  record  within  the  limits 
of  the  former  village  of  Jamaica,  or  within  the  limits  of 
the  former  village  of  Richmond  Hill,  except  for  a  single 
street — Broadway,  It  claims  franchise  riglits  in  these 
former  villages,  however,  partly  by  acquiescence  and  partly 
by  permission  of  abutting  owners  for  the  occupation  of 
streets  prior  to  their  legal  opening.  The  company's  Long 
Island  City  and  Newtown  franchises  are  without  time  limit. 
So,  also,  are  its  franchises  for  the  former  villages  of  College 
Point,  Whitestone  and  Flushing,  and  for  the  county  roads 
in  the  town  of  Flushing.  Its  franchises  for  the  balance  of 
Ward  3  (town  of  Fhishlng)  run  for  a  period  of  25  years 
from  December  29  and  December  30,  1897,  with  a  right  of 
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renewal  for  a  similar  period.  The  company's  franchise  on 
Broadway,  in  Richmond  Hill,  is  unlimited.  Its  franchises 
for  the  town  of  Jamaica,  outside  of  the  former  incorporated 
villages,  are  for  45  years  from  October  27  and  December  8, 
1896,  and  November  27,  1897. 

No  other  company  exercises  pnblic  franchises  for  the  sup- 
ply of  electric  current  in  the  first  four  wards  of  the  Borough 
of  Queens ;  and,  so  far  as  the'  records  show,  no  other  com- 
pany claims  any  such  franchises,  except  that  the  testimony 
in  this  case  shows  a  claim  by  the  applicant  on  behalf  of  its 
subsidiary,  The  East  Kiver  Gas  Company  of  Long  Island 
City,  of  the  right  to  supply  electric  current  in  Ward  1  (Long 
Island  City). 

Abbas  of  Supply. 

The  applicant  in  this  case,  the  Consolidated  Gas  Com- 
pany, already  controls  through  direct  ownership,  or  the 
ownership  of  stocks  of  subsidiary  companies,  all  of  the  gas 
and  electric  plants  in  the  Borough  of  Manhattan  operated 
under  public  franchises  (except  the  Long  Acre  Electric 
Light  and  Power  Company) ;  all  of  the  gas  and  electric 
plants  similarly  operated  in  the  Borough  of  The  Bronx,  ex- 
cept those  of  the  Bronx  Gas  and  Electric  Company  in  a 
portion  of  the  Annexed  District;  the  gas  and  electric  plants 
Ln  Westchester  County  owned  by  the  Westchester  Lighting 
Company  and  The  Yonkers  Electric  Light  and  Power  Com- 
pany; and  the  gas  plants  operated  in  Ward  1  (Long  Island 
City)  of  the  Borough  of  Queens.  As  stated,  the  company 
also  claims  the  right,  through  the  franchises  of  The  East 
River  Gas  Company  of  Long  Island  City,  a  subsidiary  con- 
cern, to  furnish  electric  current  in  Ward  1  of  the  Borough 
of  Queens,  although  this  right  has  never  been  exercised, 
and  cannot  be  exercised  without  the  permission  of  the  Com- 
mission. 

The  New  York  and  Queens  Gas  Company  is  the  only  com- 
pany supplying  gas  in  Ward  3  of  the  Borough  of  Queens. 
The  New  York  and  Queens  Electric  Light  and  Power  Com- 
pany is  the  only  company  supplying  electric  current  under 
public  franchises  in  the  entire  Borough  of  Queens,  except 
a  small  portion  called  the  Rockaways,  constituting  Ward  5. 
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Tlie  area  of  the  Boroughs  of  MaDhattan  and  The  Bronx 
already  controlled  for  both  gas  and  electricity  by  tiie  appli- 
cant in  this  case  is  approximately  49  equare  miles,  and  has 
a  population  of  about  2,750,000.  The  additional  area  in  the 
Borough  of  Queens  already  controlled  by  the  applicant  for 
the  supply  of  gas  has  an  area  of  7.3  square  miles,  with  u 
population  of  somewhat  more  tbau  60,000.  The  area  of 
Ward  3  of  the  Borough  of  Queens  controlled  by  the  New 
York  and  Queens  Gas  Company,  which,  if  the  application  is 
granted  in  this  case,  would  be  added  to  the  area  controlled 
by  the  applicant,  is  about  '34.5  square  miles,  and  has  a 
present  population  of  about  40,000.  It  will  be  noted  that 
this  territory,  though  having  at  present  a  small  population, 
has  an  area  more  than  60  per  cent,  as  large  as  the  territory 
now  controlled  by  the  applicant  for  the  supply  of  gas  within 
the  City  of  New  York,  and  50  per  cent,  larger  than  tbe  entire 
Borough  of  Manhattan  taken  by  itself. 

The  area  controlled  by  the  New  York  and  Queens  Electric 
Light  and  Power  Company  for  the  supply  of  electric  current 
is  approximately  121.9  square  miles,  and  has  a  population, 
according  to  the  census  of  1910,  of  about  275,000.  It  is  to 
be  noted  that  this  territory,  which,  if  the  application  in  the 
present  case  is  granted,  would  be  added  to  the  territory 
already  controlled  by  the  applicant  for  the  supply  of  electric 
current,  though  at  present  sparsely  populated  except  in  a 
few  places,  has  an  area  almost  two  and  one-half  times  as 
great  as  the  area  already  controlled  by  the  applicant  in  the 
City  of  New  York  for  the  supply  of  electric  curreut,  and 
about  four  and  one-half  times  as  great  as  the  Borough  of 
Manhattan  taken  by  itself. 

It  should  be  noted,  further,  tliat  the  New  York  and  Queens 
Gas  Company,  although  operating  only  in  the  Flushing  dis- 
trict, claims  franchises  in  Ward  2  (Newtown),  and  in  most 
of  Ward  4  (Jamaica),  where  no  subsidiary  of  tlie  Consoli- 
dated Gas  Company  now  lias  franchises.  Tbe  control  of 
these  additional  franchises,  if  they  should  be  subsequently 
exercised  under  proper  authority,  would  extend  the  appli- 
cant's sphere  of  inflnenee,  so  far  as  tlie  gas  supply  is  con- 
cerned, over  an  additional  area  of  approximately  75  square 
miles,  with  a  population  in  1910  of  140,000  or  150,000. 
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Capitalization. 

The  capital  stock  of  the  New  York  &  Queens  Gas  Com- 
pany consists  of  6,000  shares  of  common  stock  of  the  par 
value  of  flOO  per  share — a  total  of  $600,000.  The  applicant 
states  that  options  have  been  obtained  upon  every  share, 
and  that  the  total  cost  of  acquisition  will  be  between  $65 
and  f66  per  sliare,  exclusive  of  interest  and  brokers'  com- 


The  New  York  and  Queens  Electric  Liglit  &  Power  Com- 
pany has  outstanding  12,500  shares  of  common  stock  and  a 
like  number  of  shares  of  preferred  stock,  each  of  a  par  value 
of  flOO  per  share.  The  applicant  has  not  secured  options 
upon  all  of  the  stock,  but  only  upon  a  majority  of  the  com- 
mon and  a  majority  of  the  preferred  stock.  The  average 
price  to  he  paid  for  the  latter  is  about  ?76  per  share,  ex- 
clusive of  brokerage  and  interest,  the  highest  price  \mng 
$87  per  share  and  the  lowest  $75.  The  average  price  to  be 
paid  for  the  common  stock  is  aljout  $56,  the  price  ranging 
from  $50.50  to  $60  per  share,  again  exclusive  of  interest  and 
brokerage.  The  applicant  states  that  it  is  willing  to  acquire 
all  of  the  common  and  all  of  the  preferred  stock,  if  it  can 
do  so  within  a  reasonable  time  at  the  average  price  paid  for 
the  controlling  interest. 

The  Consolidated  company  purposes  to  pay  cash  for  tlie 
stocks  of  both  companies,  hut  no  plan  has  been  submitted  by 
which  to  finance  permanently  the  investment.  It  is  pro- 
posed to  use  tlie  available  current  funds  of  the  Consolidated 
company  and  ultimately,  possibly,  to  apply  to  the  Commis- 
sion for  the  issuance  of  capital  stock  or  some  form  of  col- 
lateral trust  obligation.  This  question,  however,  is  not  be- 
fore the  Commission  at  this  time,  and,  as  the  applicant  has 
intentionally  withheld  it,  no  decision  in  this  proceeding  may 
be  used  as  ground  for  a  claim  that  tlie  company  lias  the  right 
to  issue  some  form  of  corporate  obligation,  Tliis  matter 
will  be  considered  upon  its  merits  when,  if  ever,  it  arises. 
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Acquisition  of  Gas  Stock. 

The  reasons  urged  by  tUe  applicant  why  it  should  be  au- 
thorized tc)  purchase  the  stock  of  the  New  York  and  Queens 
Gas  Company  may  be  summarized  as  follows : 

1.  That  the  service  would  be  improved  and  the  efficiency 
of  operation  increased. 

2.  That  the  plant  and  facilities  of  the  Queens  Gas  Com- 
pany would  he  made  adequate  to  the  needs  of  the  rapidly 
growing  population  in  the  area  of  supply. 

3.  That  the  plant  of  tlie  Consolidated  system  could  he 
used  in  case  of  accident  to  prevent  interruption  of  service. 

4.  That,  without  the  assistance  of  the  Consolidated  Gas 
Company,  the  Queens  Company  would  have  great  difficulty, 
and  perhaps  find  it  impossible,  to  finance  the  cost  of  im- 
provements and  extensions. 

5.  That  tli,e  Consolidated  Gas  Company  would  secure  a 
market  for  gas  which  it  manufactures. 

These  reasons  will  be  considered  seriatim. 


When  questioned  as  to  whether  the  present  service  of 
the  company  is  deficient,  the  witness  (Mr.  Carter)  for  the 
applicant  stated  that  he  thought  it  must  be  when  compared 
with  that  of  the  companies  owned  and  controlled  by  the 
Consolidated  Gas  Company;  but  no  facts  were  produced  to 
support  this  opinion,  and  the  records  of  the  Commission 
show  that  the  number  of  complaints  against  the  Queens 
Gas  Company  are  not  relatively  greater  than  against  the 
Consolidated  system.  No  specific  suggestions  were  made  b) 
show  how  the  service  would  he  Improved,  except  that  the 
Queens  company  would  have  recourse  to  the  expert  engineer- 
ing corps  of  the  Consolidated  Gas  Company. 

It  was  also  stated  by  llr.  Carter  that,  in  his  opinion,  there 
would  be  an  increase  in  operating  efficiency  if  the  Consoli- 
dated Gas  Company  secured  control;  hut,  when  asked 
whether  increased  efficiency  would  be  reflected  in  the  price 
of  gas  and  whether  the  rates  would  be  reduced,  he  stated 
that  he  had  no  reason  to  think  that  they  would  be  reduced 
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at  the  present  lime.  Under  sucli  circamstances,  it  is  evident 
that  any  financial  benefits' which  will  follow  an  approval 
of  the  present  application  will  go  to  the  Consolidated  Oas 
Company,  and  not  to  consumers. 

It  is  clear,  also,  that,  so  long  as  neither  the  companies, 
nor  the  plants  are  consolidated,  the  economies  that  may  be 
effected  will  be  few.  If  a  separate  corporate  organization 
is  maintained,  and  that  is  the  plan,  all  of  the  present  ex- 
penses pertaining  to  the  Queens  Gas  Company  as  a  company 
will  continue;  and  »s  long  as  the  plant  of  the  Queens  com- 
pany la  maintained  as  a  separate  entity,  which  is  also  con- 
templated for  the  time  being,  there  can  be  no  economy  in 
capital  iDTestment  and  very  little  in  operating  expense.  It 
was  stated  that  ultimately  a  large  main  would  be  built  con- 
necting the  Astoria  plant  of  the  Consolidated  ^stem  with 
the  distribution  system  in  Ward  3,  and  that  the  generating 
plants  of  the  New  Vork  and  Queens  company  would  not  be 
extended,  but  finally  dismantled.  Any  saving  in  the  elimina- 
tion of  generating  plant  would  be  offset  by  the  cost  of  such 
through  main  ($100,000)  and  the  loss  and  shrinkage  in 
transmission.  As  another  company,  outside  of  the  Con- 
solidated group,  supplies  Ward  2,  through  which  this  main 
wonid  mti,  the  amount  of  net  saving  by  such  an  operation 
would  be  small,  certainly  for  some  time  to  come. 

II. 

The  only  respect  in  which  it  was  stated  that  the  plant 
and  facilities  of  tfae  Queens  Gas  Company  were  deficient, 
was  holder  capacity.  The  company  now  has  three  holders 
of  a  combined  capacity  of  350,000  cubic  feet  According  to 
Mr.  Carter  an  additional  holder  should  be  bnilt  of  at  least 
750,000  cnbic  feet  capacity — apparently,  to  provide  for,  in- 
creased consumption.  So  far  as  the  record  shows,  there  is 
no  criticism  of  the  management,  and  the  only  question  is 
one  of  finance,  which  will  be  considered  under  IV.  It  may 
be  said,  also,  that  since  the  creation  of  the  Commission  in 
1907,  there  have  been  no  more  complaints  against  the  New 
York  &  Queens  Gas  Company  relative  to  the  adequacy  of 
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its  plant  und  facilities  than  against  ottier  companies,  and  I 
recall  uo  instance  wbere  the  cumpfaint  has  not  been  promptly 
and  satisfacturiij'  remedied. 

Reference  was  also  made  to  the  construction  of  new  mains 
and  services.  The  law  requires  that  every  gas  company 
shall,  upon  application,  construct  an  extension  to  the 
premises  of  an  applicant  provided  they  are  within  100  feet 
of  the  company's  main.  I  know  of  no  instance  where  the 
company  has  refused  to  do  this,  and  the  only  questions  that 
have  arisen  re;;arding  exteiisiims  have  related  to  those  over 
100  feet.  Thci-e  is  no  instance  on  record  where  a  complaint 
relating  to  suvh  a  matter  has  l>een  made  to  the  Commission, 
a  ruling  had  that  the  service  should  l>e  built  and  a  refusal 
of  the  company  to  construct  it  receivejl.  The  company  has 
had  a  general  policy  regarding  these  extensions,  and  neither 
poverty  nor  financial  difficulties  have  l>een  urged  as  a  reason 
for  failure  to  make  extensions.  It  is  apparent,  further,  that, 
if  the  Queens  comi>any  is  controlled  by  the  Consolidated  Gas 
Company,  the  policy  upon  this  point  will  not  l>e  more  liberal, 
for  Mr.  Carter,  who  is  one  of  the  vice-presidents  and'secre- 
tary  of  the  Consolidated  (Jas  Company,  and  who  was  the 
only  witness  for  the  petitioner  in  this  proceeding,  said  that, 
"unless  the  expenditures  for  additions  and  extensions  of 
its  [the  company's]  property  will  pay  a  return  upon  bonds 
at  par,  they  should  not  be  made,"  In  other  words,  unless 
an  extension  will  pay  its  carrying  charges,  it  ought  not  to 
be  built.  It  is  obvious  that,  if  the  company  is  to  draw  the 
line  at  this  point,  if  none  is  to  l»e  constructed  unless  it  will 
pay,  any  company  can  secure  funds  wherewith  to  build  ex- 
tensions. 

III. 

It  is  snggestcHl  by  the  petitioner  that  the  construction 
of  a  main  from  the  Astoria  plant  to  the  plant  of  the  Queens 
Gas  Company  in  FUisliing  would  be  advantageous  to  the 
latter  company  and  to  tlie  public  in  that  any  interruption 
of  service  in  case  of  an  accident  at  the  Flushing  works 
would  thereby  be  prevented.  This  point  is  of  some  weight 
but  not  of  great  importance,  as  accidents  in  gas  works  which 
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interfere  with  service  to  the  public  are  most  unusual  and 
seldom  occur.  However,  Mr.  Carter  admitted  that  the  con- 
struction of  this  main  had  not  been  determined  upon  and 
he  was  unable  to  make  anj  definite  statement  regardiuf; 
it.  If  no  connecting  main  is  built,  neither  the  company 
nor  the  public  could  gain  anything  in  this  direction. 
Further,  it  ia  quite  probable  that  a  connection  could  be 
made  with  the  mains  of  The  Urooklyn  Union  (las  Company, 
which  supplies  adjoining  areas,  and  a  "break-down  service" 
arranged  for  which  would  be  mutually  advantageous. 

IV. 

Much  stress  has  been  laid  upon  the  superior  financial 
strength  of  the  Consolidated  Gas  Company  and  the  advan- 
tages that  might  accrue  to  the  Queens  company  if  it  were 
a  subsidiary.  It  is  prophesied  that  the  population  will 
increase  so  rapidly  that  the  demand  for  additional  plant 
and  facilities  will  be  too  large  for  such  a  small  company  to 
handle.  Mr.  Carter  admitted  that  the  company  had  not 
been  at  a  disadvantage  in  tlie  past  in  obtaining  new  capital, 
but  attributed  this  to  the  moderate  character  of  tlie  growth 
of  the  area.  As  a  matter  of  fact,  it  has  obtained  low  rates 
— iy^  and  5  per  cent. — on  its  temporary  loans.  He  called 
attention  to  tlie  fact  tliat  the  present  mortgage  of  the  com- 
pany limits  the  amount  of  bonds  that  may  be  issued  there- 
under to  11,000,000,  that  of  this  amount  |81«,000  are  is- 
sued and  outstanding,  leaving  only  flHijOOO  available  for 
future  needs;  and  tliat  there  is  no  redemption  clause  in 
the  mortgage.  Undoubtedly  Uiese  are  diflficulties,  but  they 
are  not  insuperable.  Other  companies  have  met  the  same 
situation  by  the  issuance  of  a  consolidated  mortgage,  re- 
serving a  sufficient  number  of  bonds  to  pay  off  the  under- 
lying lien  upon  the  property  covered  by  the  first  mortgage. 
When  this  was  suggested  to  Mr.  Carter,  he  rcferretl  to  a 
proposition  made  to  the  company  according  to  which  the 
bankers  would  not  permit  more  than  80  per  cent,  of  the 
cost  of  extensions  to  be  paid  for  by  bond  issues,  would 
offer  8714  for  5  per  cent,  bonds,  and  might  require  a  sink- 
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iug  fund.  These  requirements  are  not  unusual.  A  limit 
of  80  per  cent,  of  construction  cost  in  bonds  is  liberal,  and 
many  bankers  will  not  permit  such  a  high  percentage. 
Upon  a  basis  of  87^^,  the  actual  rate  of  interest  to  be  paid, 
allowance  being  made  for  the  amortization  of  the  discount, 
would  be  5%  per  cent.,  which  is  less  than  the  Consolidated 
company  charges  its  subsidiary  companies.  According  to 
tbe  reports  to  the  Commission,  the  Consolidated  Gas  Com- 
pany has  loaned  upwards  of  |30,000,000  to  its  subsidiaries, 
and  from  them  it  exacts  6  per  cent.,  which  is  more  than 
the  Queens  Gas  Company  has  been  paying,  more  than  would 
be  paid  uoder  the  above  terms,  and  more  than  is  paid  by 
other  companies  supplying  the  outlying  portions  of  Greater 
New  York.  It  is  doubtful,  therefore,  whether  the  Queens 
-  company  and  the  consumers  whom  it  serves  would  gain 
anything  through  being  financed  by  the  Consolidated  com- 
pany, for  it  is  almost  certain  that  whatever  gain  came 
through  that  sour.ce  would  accrue  to  the  benefit  of  the  Con- 
solidated Gas  Company,  and  not  to  the  Queens  company 
or  the  public. 


One  of  tbe  chief  reasons  urged  is  that  the  Consolidated 
company  would  have  an  additional  market  for  the  gas  made 
at  its  large  plant  in  Astoria,  and  presumably  woald  sell 
gas  to  the  Queens  company  at  a  profit;  if  it  did  not,  there 
would  be  no  advantage  to  the  Consolidated  company  to  have 
a  larger  market.  Now  the  degree  to  which  the  Consolidated 
company  would  profit  would  depend  upon  the  price  paid  by 
the  consumers,  and  not  by  the  Queens  Gas  Company,  As 
the  Consolidated  company  would  be  the  owner  of  all  the 
stock  of  the  Queens  company,  it  would  not  matter  whether 
the  former  overcharged  or  undercharged  the  latter  for  gas, 
assuming  the  price  to  the  consumer  remained  unchanged. 
If  the  Consolidated  overcharged,  its  large  profits  would  be 
offset  by  a  decrease  in  profits  from  the  Queens  company. 
If  the  Consolidated  undercharged  the  Queens  company,  the 
decreased  profits  to  the  Consolidated  would  be  offset  by  the 
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increased  profits  from  the  Queens  company.    Tlie  net  result 
would  be  the  same  in  both  cases. 

Through  the  ownership  of  the  stock  of  the  Queens  com- 
pany, the  Consolidated  company  would  control  the  corporate 
action  of  tiiat  company,  and  the  agreement  between  the  two 
companies  a»  to  price  would  be  whatever  the  Consolidated 
Gas  Company  wished  to  make  it  As  the  results  to  the 
stockholders  of  the  Consolidated  would  be  the  same,  one 
can  see  that  there  would  be  every  inducement  for  the  Con- 
solidated company  to  fix  a  high  price,  for  such  price  could 
be  used  as  a  basis  for  an  argument  to  justify  high  charges 
by  the  Queens  company  to  its  consumers.  It  is  true  that 
.  this  Commission  would  not  accept  such  price  as  final,  but 
the  company  would  utilize  the  argument  for  all  it  would  be 
worth  in  a  rate  case. 

Mr.  Carter  stated  that  the  Consolidated  company  would 
not  charge  a  subsidiary  in  excess  of  the  cost  to  that  sub- 
sidiary of  making  its  own  gas.  But,  if  that  is  to  be  the 
standard  by  which  prices  are  fixed,  it  inevitably  follows  that 
none  of  the  gain  which  it  is  claimed  might  result  from  the 
control  of  small  companies  by  the  Consolidated  company 
would  pass  to  the  public  or  the  consumer;  the  Consolidated 
company  would  retain  all  of  the  profits.  Such  a  principle 
applied  to  Greater  New  York  would  mean  that,  as  long  as 
small  companies  could  be  maintained  in  numerous  districts, 
and  control  secured  through  stock  ownership  without  merger 
or  consolidation,  the  price  of  gas  would  be  kept  at  a  high 
point,  and  all  of  the  profits  which  would  attend  unified 
plant  and  production  on  a  large  scale  would  go  to  the  hold- 
ing company,  and  none  to  the  consumer.  It  is  obvious  that 
such  a  plan  would  be  detrimental  to  the  interests  of  the 
public  and  of  the  consumer.  If  holding  companies  are  to  be 
permitted  to  secure  control  of  many  small  subsidiaries  and 
unify  production  without  merging  the  corporations,  the  com- 
panies mast  be  prepared  to  share  the  profits  with  the  con- 
sumer. 

Regarding  this  part  of  the  application,  it  may  be  said 
that  the  arguments  against  approval  are  not  so  weighty 
aa  to  warrant  disapproval;  and,  as  the  Consolidated  com- 
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panj  is  to  acquire  alt  of  the  stock  of  the  Queens  Gas  Com- 
pany', consent  to  sucli  purchase  is  given.  The  Commission 
does  not  favor  the  maiiiteiiaoce  of  separate  corporations 
where  all  of  the  stock  of  a  Rul>sidiar>'  is  held  b;  the  parent 
company.  Ordinarily,  it  leads  to  complex  inter-company  ac- 
counting, unnecessary  expense  and  complicated  floancial  re- 
lationships wliicli  are  not  easily  understood  by  investors  or 
eonsumerx.  Where  there  is  unification  in  substance  there 
sliould  lie  unification  in  form;  and,  so  long  as  companies 
are  kept  separate,  advanta!;:^  may  not  l>e  taken  of  this  fact 
fo  (he  detriment  of  the  consumer. 

At^QinsiTioN  OF  Electric  Stocks. 

Although  the  questions  which  arise  in  connection  with 
the  reijuest  for  authority  to  purchase  the  stock  of  the  New 
York  and  (Jueens  Electric  Light  and  Power  Company  are 
similar  to  those  already  discussed,  there  are  many  important 
and  essential  diflferences.  The  reasons  urged  by  the  applicant 
in  favor  of  its  position  may  be  summarized  as  follows: 

1.  That  efficiency  of  operation  would  be  increased  and  dup- 
lication of  investment  avoided. 

2.  That  the  plant  and  facilities  of  the  electric  system  would 
be  made  adequate  to  the  ueeds  of  the  rapidly  growing  popu- 
lation in  the  area  of  supply. 

3.  That  the  plant  of  the  New  York  Edison  (electric)  Com- 
pany could  he  used  in  case  of  accident  to  the  Queens* system 
to  prevent  interruption  of  service, 

4.  That,  without  the  assistance  of  the  Ctmsolidated  Gas 
Company,  tlie  Queens  Electric  Company  would  have  great 
difficulty  to  finance  the  cost  of  improvements  and  extensions. 

These  reasons  will  be  considered  seriatim. 

I. 

It  should  be  noted  that  no  claim  is  made  that  the  service 
or  plant  of  tlie  Queens  Electric  Company  is  deficient.  It 
was  admitted  tliat  the  plant  is  efficient  and  that  the  service 
is  satisfactory.  The  direction  in  which  Mr.  Carter  thought 
advantage  might  accrue  to  the  Consolidated  company  was 
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through  a  consolidation  of  tlie  generating  plants  of  The  New 
York  Edison  Company  and  the  Queens  company.  He  stated 
that  the  Queens  company  would  soon  need  to  increase  its 
generating  capacity  and  purchase  more  land  if  its  plant  were 
to  he  increusetl.  In  his  opinion,  it  would  be  more  economi- 
cal to  enlarge  the  plant  of  The  New  York  Edison  Company 
than  to  expand  the  generating  station  of  the  Queens  company. 
It  is  possible  that  some  gain  might  accrue  to  the  Con- 
solidated company  through  such  a  plan,  but  attention  should 
again  be  called  to  the  large  area  which  the  Queens  Electric 
Company  has  for  development.  In  includes  all  of  the  Bor- 
ough of  Queens,  except  a  small  portion  in  the  southeast 
comer.  Its  area  is  nearly  122  square  miles,  about  4^2  times 
the  area  of  the  Borough  of  Manhattan  and  almost  2'/2  times 
the  area  already  controlled  by  the  applicant  through  sub- 
sidiary companies  for  the  supply  of  electric  current.  The 
borough  has  a  large  mileage  of  water  front  and  many  miles 
of  railroad,  which  make  possible  the  development  of  large 
manufacturing  and  commercial  districts  as  well  as  residen- 
tial sections.  The  population  by  the  last  census  was  about 
275,000,  but  the  possibilities  of  growth  are  such  with  the 
construction  of  tlie  new  rapid  transit  lines  that  the  con- 
sumption of  electricity  will  rapidly  increase  and  fully  absorb 
the  capacity  of  any  one  company  and  staff  of  electrical  en- 
gineers. If  the  (luestion  were  merely  whether  a  small  por- 
tion of  the  borough  should  be  annexed  to  the  area  of  supply 
of  a  larger  company,  the  problem  would  be  entirely  different ; 
but  with  the  future  of  this  great  borough  in  mind,  the  econ- 
omies which  would  result  from  the  generation  of  current  in 
Manhattan  for  the  whole  Borough  of  Queens  would  be  small 
as  compared  with  the  saving  in  cost  of  generatioir  at  a  plant 
more  centrally  located  in  the  Borough  of  Queens  itself. 

However,  if  it  is  more  economical  to  maintain  one  large 
system  and  supply  all  of  Queens  from  a  single  station  located 
in  Manhattan,  what  is  to  prevent  the  Queens  company  from 
purchasing  current  from  The  New  York  Edison  Company, 
just  as  certain  railway  companies  buy  current  from  the 
electric  supply  companies?  And  this  is  quite  feasible  with- 
out stock  ownership  through  a  holding  company. 

-- al'^ 
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When  asked  whether  increased  efficiency  and  cheaper  cost 
of  production  would  result  in  a  decrease  in  the  rates  charged 
for  electric  current,  Mr.  Carter  stated  that  he  had  no  reason 
to  think  that  the  rates  would  be  reduced  at  the  present  time. 
It  is  evident,  therefore,  that  all  of  the  financial  benefits 
which  would  accrue  from  consolidation  would  go  to  the  Con- 
solidated company,  and  none  to  the  consumers.  And  if,  as 
Mr.  Carter  stated,  the  prices  to  consumers  are  determined 
more  largely-  by  conditions  under  which  the  current  is  dis- 
tributed than  under  which  it  is  generated,  and  if  the  differ- 
ence would  be  very  small  between  cost  of  generation  under 
separate  management  and  cost  under  stock  control,  it  must 
follow  that  the  net  saving  referred  to  is  not  large  and  that 
the  consumers  would  not  appreciably  benefit.  Further,  if 
the  Queens  Electric  Company  is  to  be  maintained  as  a  sep- 
arate company,  and  it  cannot  be  merged  or  consolidated 
until  all  the  stock  is  acquired,  which  thus  far  the  company 
has  been  unable  to  secure,  the  corporate  expenses  Will  not 
be  eliminated. 

II. 

Little  need  be  said  upon  the  second  point,  for  it  is  ad- 
mitted that  the  plant  and  facilities  at  present  are  adequate ; 
and  thus  far  there  has  been  no  difficulty  in  securing  reason- 
able extensions.  If  the  same  policy  were  to  be  applied  to 
the  electric  company  that  Mr.  Carter  suggested  for  the  gas 
company  (note  discussion  above  where  this  point  was  con- 
sidered), it  is  obvious  that  the  past  policy  of  the  company 
has  been  more  generous  than  the  future  policy  would  be, 
and  that  pioney  can  be  secured  if  it  is  only  to  be  used  for 
the  construction  of  lines  that  pay. 

III. 

It  is  suggested  by  the  petitioner  that,  if  the  purchase  of 
the  stock  is  approved,  consumers  will  be  guaranteed  against 
any  interruption  of  service  which  might  follow  an  accident 
to  the  present  works.  But  there  is  to-day  an  arrangement 
between  The  New  York  Edison  Company  and  the  Queens 
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Electric  Company  whereby  service  would  be  furnished  to 
the  latter  iu  case  of  accident,  and  auch  arrangement  has 
been  made  while  the  companies  are  independent.  Other 
companies  have  made  Bimilar  arrangements,  which  show 
that  it  is  practicable  for  a  break -down  connection  to  be  made 
without  stock  ownership.  If  the  planta  were  consolidated 
and  all  of  Manhattan  and  Queens  supplied  from  one  power 
station,  it  would  be  necessary  to  maintain  reserve  plant  in 
order  to  avoid'  interruption  of  service  in  case  of  accident, 
and  it  is  possible  that  the  maintenance  of  two  plants,  sep- 
arated by  a  considerable  distance,  but  having  a  connection 
which  could  be  used  in  case  of  accident  to  either  one,  would 
be  a  better  guaranty  against  interruption  of  service  than 
would  a  combination  of  both  into  one  single  station. 

IV. 

The  statements  made  under  this  heading  in  connection 
with  the  acquisition  of  the  stock  of  the  gas  company  apply 
mutatis  mutandis  with  equal  force  to  the  electric  company, 
and  probably  it  would  be  easier  for  the  Queens  Electric  Com- 
pany to  secure  funds  than  it  would  be  for  the  gas  company. 
The  former  has  a  much  larger  area  of  supply,  much  greater 
possibilities  of  development,  and  is  as  favorably  situated 
from  a  franchise  point  of  view. 

Objections  to  Holding  Companies. 

It  should  be  recalled  that  the  Consolidated  company  has 
not  been  able  to  secure  options  upon  all  of  the  common  and 
preferred  stock  of  the  electric  company,  and  the  applicant 
objects  to  a  condition  in  an  order  of  approval  which  would 
require  it  to  purchase  all  or  none  of  the  capital  stock.  These 
facts  have  an  important  bearing  upon  several  phases  of  the 
problem.  ■  As  long  as  there  is  a  minority  interest  which  the 
Consolidated  Company  does  not  control,  that  minority  in- 
terest may  be  affected  adversely  by  the  majority  and  in  pe- 
culiar ways. 

For  example,  if  the  policy  should  be  followed  which  has 
been  suggested,  namely,  to  purchase  more  and  more  current 
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from  Tbe  Xew  York  Edisoii  Company  and  finally  to  dis- 
mantle the  Queeus  plant,  the  price  wliieh  the  Queens  com- 
pany would  pay  the  Edison  eonipany  would  become  a  very 
important  factor.  If  the  price  were  high,  the  Edison  com- 
pany would  make  a  larye  profit,  which  would  go  to  the  Con- 
solidated company,  as  the  latter  owns  the  stock  of  The  New 
York  Edison  Company.  But  if  the  price  to  the  Queens  com- 
pany were  low,  its  profits  would  be  reduced;  but  the  Con- 
solidated company  would  not  be  affected  even  though  such 
profits  were  reduced,  because  what  it  lost  in  that  direction 
it  would  more  than  make  up  through  the  profits  from  Tbe 
New  York  Edison  Company.  The  minority  stockholders, 
however,  would  have  no  source  from  which  to  recoup  them- 
selves, and  they  w(mld  he  forced  to  .bear  their  losses.  As 
the  Consolidated  ■  company  would  own  a  majority  of  the 
voting  stock,  it  could  elect  its  own  board  of  directors  for  the 
Queens  company,  and  all  contracts  maile  l)etween  the  two 
companies  would  virtually  be  determined  by  the  Consoli- 
dated company  and  the  minority  stockholders  outvoted. 
Thus,  the  ways  in  which  the  minority  might  suffer  would  not 
be  one,  but  many. 

This  is  not  mere  speculation.  It  has  happened  time  and 
time  again,  and  doubtless  was  one  of  tbe  considerations  which 
led  the  Railroad  Securities  Oommissitm,  of  which  President 
Hadley  waS  Chairman,  to  say  in  its  report  to  President  Taft 
in  November,  1911,  as  follows: 

"Any  artificial  stimulus  to  these  intercorporate  hold- 
ings is  a  imi)lic  evil.  Where  a  railroad  controls  tiie  op- 
erations of  auotlier  railroad  by  owning  a  majority  of 
its  stock,  or  where  a  holding  company  controls  the  op- 
erations of  several  roads  in  tbe  same  manner,  we  have 
all  the  disadvantages  of  consolidation,  without  getting 
all  of  its  advantages.  We  get  tbe  centralization  of  fi- 
nancial power;  we  do  not  get  all  the  economy  of  opera- 
tion which  should  go  with  it. 

"Apart  from  this  general  danger,  we  open  the  way  to 
several  specific  evils. 

"Where  a  railroad  controls  the  operations  of  another 
road  by  the  ownership  of  a  majority  of  its  stock,  there 
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is  coDstant  danger  that  the  minority  holders  will 
not  l>e  fairly  treated.  The  road  thus  purchased  has  be- 
come part  of  a  large  system,  and  is  operated  by  the 
representatives  of  the  whole  system.  It  is  almost  cer- 
tain that  the  advantage  of  the  whole  will  be  preferred 
to  the  separate  interests  of  the  part  in  matters  of  opera- 
tion, traffic  and  finance. 

"Again,  the  existence  of  two  or  more  companies  un- 
der the  name  management,  having  separate  organizations 
but  united  control,  invites  the  concealment  of  financial 
transactions  by  th6  shifting  of  charges  from  one  com- 
pany to  another.  We  have  already  shown  how  this 
may  happen  in  the  construction  of  a  new  road.  It  is 
equally  possible  in  the  operation  of  an  old  one. 

"A  further  effect  of  intercorporate  holdings  is  to 
change  contingent  charges  into  fixed  ones.  A  railroad 
company  buying  the  stock  of  another  company  'almost 
always  issues  collateral  trust  or  other  bonds  to  pay  for 
it;  in  other  words,  it  puts  the  stocks  into  its  own  treas- 
ury and  sells  the  bonds  to  the  public.  As  long  as  the 
road  is  prosperous  this  change  does  little  harm.  In 
fact,  it  may  appear  to  do  good.  When  a  company 
has  been  able  to  buy  a  five  per  cent,  stock  by  the  issue  of 
its  own  four  and  a  half  per  cent,  bonds,  there  is  an  ap- 
parent profit  of  one-half  per  cent,  annually  on  the  trans- 
action to  the  company  and  an  apparent  reduction  in 
total  charges  which  it  must  meet.  But  with  any  diminu- 
tion in  traffic,  the  bad  effect  of  the  change  is  at  once 
obvious.  The  interest  on  the  Imnds  remains  a  fixe<i 
charge  against  the  company.  The  effect  of  a  loss  of  divi- 
dends would  have  been  felt  chiefly  by  the  individual 
stockholders;  a  default,  or  even  a  threatened  default, 
of  interest  has  an  effect  on  the  credit  and  confidence  of 
the  country  as  a  whole,  and  may  precipitate  a  financial 
crisis." 

COMI'ETrriOX   BETWEEN   SERVICES  ELIMINATED. 

itut  even  if  tlie  Consolidated  Gas  Company  had  an  option 
upon  all  of  the  stock  of  the  Queens  Electric  Company  and 
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were  to  adopt  some  plan  which  would  remove  the  other  diffi- 
culties, one  would  remain  which,  in  m;  opinion,  is  far  more 
important  that  any  other — one  which  does  not  apply  to  the 
acquisition  of  stock  of  the  gas  company  and  one  which  aloue 
is  sufficient  to  cause  the  Commission  to  disapprove  this  part 
of  the  application,  even  though  all  of  the  advantages  would 
follow  which  Mr.  Carter  has  pictured  and  none  of  the  dis- 
advantages which  have  been  suggested. 

If  the  application  were  to  be  granted,  the  Consolidated 
Gas  Company  would  control,  through  the  ownership  of  the 
majority  of  stock  in  the  Queens  Electric  Company,  the  supply 
of  electricity  in  all  of  the  Borough  of  Queens  except  a  very 
small  portion  in  the  southeast  corner.  It  would  also  control 
the  gas  supply  in  Wards  No.  1  and  No.  3  and  franchises 
for  the  supply  of  gas  in  other  districts.  Through  its  con- 
trol of  these  subsidiary  companies,  it  would  be  able  to  de- 
termine the  policy  of  each,  the  extent  to  which  new  proc- 
esses, inventions  and  methods  should  be  introduced,  the  vigor 
with  which  each  service  should  be  pushed  as  against  the 
otherj  and  the  degree  to  which  electricity  would  be  allowed 
to  compete  with  gas  or  vice  versa.  Is  it  desirable  that  such 
conditions  should  exist,  and  that  the  Commission  should 
approve  a  plan  which  will  bring  them  about? 

The  beneficial  effects  of  fair  competition  in  industry  and 
commerce  are  too  well  known  to  need  enumeration.  The 
dangerous  and  disadvantageous  results  attending  unregulated 
monopoly  are  so  well  understood  that  tlie  term  is  under  gen- 
eral opprobrium,  and  it  is  only  where  competition  has  failed 
to  protect  the  interests  of  the  public  and  of  the  consumer 
that  pec<mrse  lias  liccn  had  to  regulated  monopoly.  In  other 
words,  competition  is  the  iiorm,  to  which  we  cling  with  te- 
nacity, remembering  the  wonderful  development  of  trade, 
industry  and  commerce  which  has  followed  in  its  wake,  and 
regulated  monopoly  is  the  exception  and  the  substitute  only 
where  experience  has  clearly  denfonstrated  that  competition 
is  inapplicable  and  monopoly  inevitable. 

The  gas  industry  and  the  electric-supply  indiistry  have 
been  recognized  by  this  Commission  as  belonging  to  the  class 
where  ordinarily  competition  witliiu  the  industry  is  unsnc- 
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cessful  and  where  public  regulation  must  take  the  place  of 
unregulated  monopoly  if  these  industrlee  are  to  remain  in 
private  bands.  This  decision  has  been  reached,  not  because 
regulated  monopoly  may  be  advantageous  to  gas  or  electric 
corporations,  but  because  the  interests  of  the  public  and  of 
the  consumers  are  not  safeguarded  under  unregulated  monop- 
oly, or  under  such  ineffectual  competition  as  usually  obtains. 
Further,  competition  means  expense  and  iQconvenieuce  to 
the  public  through  the  duplication  oC  services  in  the  streets, 
avenues  and  public  highways,  increased  cost  of  street  main- 
tenance due  to  a  more  frequent  disturbance  of  street  sur- 
faces, the  duplication  of  plant  and  property  and  a  larger 
investment  upon  which  consumers  must  earn  a  profit,  and 
a  high  operating  charge  because  of  uneconomical  manage- 
ment, etc.  It  is  almost  inevitably  followed  by  monopoly, 
the  financial  advantages  of  which  are  such  as  to  force  hostile 
and  competing  companies  into  some  sort  of  an  amicable 
agreement  i  and,  no  matter  what  inducements  have  been  made, 
or  what  stringent  prohibitions  against  monopoly  have  been 
enacted  into  laws  and  ordinances,  the  tendency  toward  mo- 
nopoly has  been  general,  and  in  many  cities  monopoly  has 
become  firmly  established. 

Aa  a  result  of  these  facts  and  conditions,  public  regula- 
tion is  being  widely  adopted.  No  company  is  to  be  given  a 
legal  monopoly  to  the  exclusion  of  every  other  company  sup- 
plying the  same  service ;  but  the  idea  is  growing  that  tlie  rea- 
sons, which  would  justify  action  by  a  public  authority  per- 
mitting a  gas  company  to  enter  the  field  which  is  already 
adetjnately  and  efficiently  supplie<l  by  existing  gas  com- 
panies, or  an  electric  company  to  compete  with  existing 
electric  companies  which  are  properly  serving  the  public, 
must  be  important  and  weighty. 

The  fundamental  question  as  to  the  portion  of  the  applica- 
tion now  being  considered  is  not  whether  gas  companies 
supplying  the  same  area  should  be  allowed  to  consolidate, 
but  whether  companies  supplying  competing  services, 
namely,  gas  and  electricity,  should  be  permitted  to  come 
under  a  single  control.  In  answer,  it  should  first  be  pointed 
out  that  the  arguments  which  are  made  in  favor  of  monopoly 
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in  each  of  these  industries  do  not  apply  to  monopolistic  con- 
trol of  both  industries.  The  plant  and  facilities  of  a  gnH 
company  are  entirely  different  from  those  of  an  electric- 
.suppiy  company.  Each  mnut  have  its  separate  generat- 
ing plant,  its  distribution  system,  its  organization,  its  staff 
of  engineers,  experts  and  employees,  etc.  The  plant  and 
facilities  nsed  by  the  gas  company  could  not  be  used  by  an 
electric  company  even  if  both  were  under  the  same  control ; 
and  the  eliminatitm  of  inconvenience  to  the  public  causal 
by  the  duplication  of  projterty  in  the  streets,  interruptions 
of  traffic  and  injury  to  paving  could  not  be  urged  as  a  reason 
for  unity  of  control,  becaiise  the  distributing  system  of  the 
gas  company  is  entirely  separate  and  distinct  from  that  of 
the  electric  company,  and  consolidation  would  not  lesseu 
street  work. 

Secondly,  it  is  possible  that  in  a  small  city  where  the 
demand  for  gas  or  electricity  would  be  liraite<l,  tiiere  might 
be  certain  economies  in  labor  and  general  exi)ense  through 
the  combination  of  gas  and  electric  undertakings  under  one 
company.  Such  a  company  might  be  able  to  secure  more 
competent  engineering  advice  and  expert  assistance  in  other 
lines  at  less  expense  than  two  companies  could,  each  operat- 
ing separately.  Kuf  it  is  obvious,  and  it  has  iK'en  so  held 
by  public  authorities,  tliat  there  must  be  strong  and  convinc- 
ing reasons  and  important  advantages  to  the  public,  coming 
from  such  consolidation,  or  the  two  industries  which  are 
naturally  competitors  should  be  kept  separate.  (See  Ap- 
plication of  the  WntcrtoH'H  lAyht  &  Poirer  Voinpain/  and  the 
Watertuirn  Gas  Company,  1  P.  S.  C.  R.  [2nd  Dist.  N.  Y.], 
496,  503;  A ppliration  of  the  Wat/iie  County  Gas  and  Electru: 
Company,  2  P.  S.  C.  R.  [2nd  Dist.  N.  Y.],  500.) 

But  the  argument  which  might  1*  effective  in  the  case  of 
very  small  companies  does  not  apply  to  the  case  in  hand, 
for  the  ('onsolidafed  Oas  Company,  or  rather  its  subsidiary, 
The  New  York  Edison  Company,  has  a  large  territory  and 
a  large  output.  The  Queens  Electric  ('oinpany,  upon  the 
other  hand,  already  lias  a  considerable  output,  and  its  busi- 
ness is  growing  rapidly.  It  cannot  be  argued  that  either  one 
of  these  companies  is  so  small  that  it  needs  the  assistance 
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of  tlie  other.  Each  is  of  sufficient  size,  or  soon  will  be,  to 
sapport  an  efficient  organization  witliout  consolidation  with 
any  other  company,  and  each  is  quite  sufficient'  to  absorb 
.  the  time  and  attention  of  a  complete  and  competent  staff  of 
men. 

In-  the  third  place,  control  of  gas  and  electricity  by  a 
single  company,  or  of  separate  companies  supplying  these 
services  through  a  holding  company,  may  retard  the  natural 
development  of  each,  prevent  the  rapid  introduction  of  new 
processes,  inventions  and  methods,  and  repress  the  keen 
rivalry  which  competition  between  the  two  services  would 
naturally  produce.  Fear  that  a  company  supplying  a  com- 
petitive service  may  secure  an  advantage  is  a  most  effective 
stimulus,  and  even  a  far-reaching  system  of  public  regula- 
tion efficiently  administered  is  not  so  effective  as  self-in- 
terest spurred  on  by  competition.  Such  a  vital  force  ought 
not  to  be  eliminated,  unless  there  are  overpowering  reasons 
demanding  such  action.  The  tendency  of  monopoly  is  to- 
wards apathy,  delay  in  adopting  inventions  which  will  im- 
prove service,  but  not  increase  income,  indifference  to  the 
needs  and  demands  of  consumers,  and  lack  of  responsive- 
ness to  changing  conditions  which  alert  management  shonld 
constantly  show.  When  competitive  services  are  brought 
under  single  control,  monopoly  is  at  its  worst,  for  it  lia.s 
eliminated,  not  only  competition  between  those  supplying 
the  same  service,  Imt  competition  between  those  supplying 
competitive  services. 

Gas  and  elerti-icity  are  in  large  measure  substitutional  and, 
therefore,  competitive  services.  If  the  two  are  kept  under 
separate  management,  each  company  will  naturally  strive 
to  outdo  the  other,  to  increase  the  use  of  its  service  and  to 
persuade  the  public  that  its  service  is  the  better.  In  this 
process,  each  will  naturally  watcli  for  the  latest  inventions 
and  adopt  them  at  the  earliest  possible  moment.  Each  will 
study  to  evolve  more  economical  processes  and  methods, 
and  each  will  push  its  business  regardless  of  the  other,  with 
the  result  that  the  public  will  be  well  served  and  that  both 
gas  and  electricity  will  be  kept  up  to  date.  But  it  is  obvions 
that,  if  both  are  under  one  control,  both  will  lag.    It,  because 
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uf  new  diecoveries  or  inventions,  either  one  appears  to  have 
an  advantage  over  the  other,  there  will  be  a  strong  tendency 
upon  the  part  of  the  controlling  company  to  restrict  and  re- 
tard natural  development. 

The  Massachusetts  Board  of  Gas  and  Electric  Light  Com- 
missionerB  has  had  several  cases  similar  to  the  one  under 
discussion,  and  in  no  case  has  it  authorized  a  gas  company 
to  engage  in  the  electric  business  when  the  population  of 
the  area  in  question  exceeded  45,000  and  in  most  instances 
it  has  been  lees.  Its  genera!  attitude  is  reflected  by  its  ac- 
tion in  denying  the  application  of  the  Worcester  Gas  Light 
Company  to  purchase  the  property  of  the  Worcester  Elec- 
tric Light  Company,  of  which  it  says  in  a  special  report  to 
the  Legislature  on  the  consolidation  of  gas  and  electric  coai- 
panies  (House  Document  No.  301, 1908) : 

"The  policy  of  tlie  Legislature  in  favor  of  permitting 
such  consolidations  of  gas  with  electric-light  companies 
as  result  from  authorizing  gas  companies  to  supply  elec- 
tricity has  remained  unchanged  for  twenty  years.  The 
limitations  imposed  by  the  Board  upon  itself  in  exer- 
cising its  discretion  in  the  Worcester  case,  already 
alluded  to,  have  been  acquiesced  in  by  the  companies 
ever  since ;  and  for  the  past  sixteen  years,  in  fact,  there 
has  been  but  little  disposition  shown  on  the  part  of 
gas  and  electric  companies  both  serving  the  same  ter- 
ritory to  consolidate.  The  Board  is  still  of  the  opinion 
that  the  basis  for  the  Worcester  decision  is  sound,  and 
should  be  followed.  While  there  may  be  some  public 
advantage  in  bringing  under  one  control  in  small 
municipalities  both  the  gas  and  electric  supply,  this  is 
chiefly  because  otherwise  each  service  must  be  provided 
by  small  corporations,  relatively  weak  financially,  with 
a  lower  standard  of  eflSciency  and  a  higher  relative  cost 
of  operation.  The  same  advantage  does  not  exist  in 
bringing  under  one  control  the  gas  and  electric  com- 
panies of  the  large  cities  of  the  Commonwealth.  These 
companies,  operating  independently,  are  strong  enough 
to  give  the  public  the  benefit  of  economical  and  efficient 
operation.    While  perhaps  only  in  a  small  degree  actual 
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competitors,   the  natural  rivalry  is  stimulating  in  a 
high   degree    to   l»oth   managements,   with    substantial 
benefits  to  the  public.    In  any  case  the  fact  that  a  com- 
pany is  supplying  both  gas  and  electricity  adds  to  the 
difBculty  of  determining  the  proper  price  to  be  charged 
for  either  product." 
The  Massachusetts  Commission  on  the  cost  of  living,  in 
its  report  to  the  Legislature,  May,  1910,  testifies  to  the  benefit 
to  consumers  resulting  from  the  State's  policy  of  maintain- 
ing competition  between  gas  and  electricity.     The  Commis- 
sion aays  (page  165)  : 

"It  is  also  significant  that  the  decline  of  the  price  of 
gas  and  electricity  has  followed  a  sharp  competition 
between  the  gas  and  electric  light  companies,  and  that 
this  competition,  which  it  is  the  policy  of  the  State  to 
maintain,    has    stimulated    inventive    genius,    and    has 
resulted  in  the  improvement  of  the  manufacture,  dis- 
tribution and  use  of  both  gas  and  electricity,  and  also 
in  a  better  business  organization  of  the  companies." 
The  part  of  the  application  which  requests  permission  to 
purchase  the  stock  of  the  New  York  and  Queens  Electric 
Light  and  Power  Company  should,  therefore,  be  denied. 

Etrsna,  Commissioner  (also  dissenting  in  part) :     I  con- 
cur in  the  Opinion  filed  by  Commissioner  Maltbie. 
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In  the  MArrEK  of  the  Complaint  op  Krankel  Brothers 
AGAINST  The  New  York  Edison  Company,  Defendant. 
Case  No.  1661. 

Decided  May  2j,  iim. 

Service— Electrical  Corporations — "Break-down  Senrice" — Refnaal  to 
Continue  Service  at  "Break-down"  Rates  to  Private  Plant  Selling  Cur- 
rent to  Other  Consumeri. — The  complainants  maiataiited  and  operated 
in  (heir  building  a  prirate  cltfctric  [ilact,  with  which  they  produced  the  elec- 
tricity re(|uired  fur  that  building.  The  conipkinanls  made  a  contract  with 
the  defendant,  The  N.  Y.  E,  Co.,  for  "break-down  service"  to  the  complain- 
ants' private  plant,  and  obtained  a  contract  for  this  at  the  rate  specified  in 
the  "break-down  rider"  contained  in  the  defendant's  published  tariffs. 
Thereafter  the  complainants  made  a  contract  with  the  owners  of  the  Phipps 
Tenements,  located  in  the  same  block  with  the  complainants'  building,  where- 
by Ihe  complainants  supplied  electric  current  lo  ihe  Phipps  Tenements  at 
a  rate  fifteen  (I5>  per  cent,  lower  than  the  schedule  rates  of  the  defendant. 
The  Phipps  Tenements  had  theretofore  been  supplied  with  electricity  by  the 
defendant.  Thereupon  the  defendant  sent  the  complainants  a  notice  of  can- 
cellation of  its  contract  with  the  complainants  and  intention  to  discontinue 
the  service.  The  complainants  tiled  a  complaint  with  the  Commission,  de- 
manding that  the  defendant  lie  required  to  continue  the  service. 

Held:  That,  when  this  Commission,  in  1908.  required  the  electrical  cor- 
porations to  establish  "'break-down  service,"  including  under  the  one  title 
supplemental  and  auxiliary  service  as  well,  the  Commission  realized  that  it 
would  be  possible  for  a  customer  to  shut  down  his  own  plant  when  most 
expensive  for  him  to  operate  and  switch  on  the  N.  Y.  E.  service;  but  it 
was  not  contemplated  that  advantage  would  be  taken  of  this  action  to  re- 
quire The  N.  Y.  E.  Co.  to  supply  emergency  or  auxiliary  service  to  a  com- 
peting company, 

DiBCriminations  and  Preferences — Electrical  Corporations — Refusal  to 
Suppljr  "Break-down  Service"  to  a  Competing  Plant  Not  Coming  within 
the  Conjunctional -Service  Rider. — The  N.  Y.  E.  Co.  is  not  guilty  of  un- 
lawful discrimination  or  prejudice,  in  refusing  to  supply,  at  "hreak-dowji 
service"  rates,  the  supply  of  "reserve,  auxiliary  or  break-down  service"  to 
the  proprietors  of  a  private  electric  plant  who  sell  electric  current  as 
competitors  of  The  N,  Y.  E.  Co.  to  consumers  not  within  the  terms  of 
the  "conjunctional-service  rider." 

Contracts  Affecting  Rates  or  Service — Electrical  Corpora tiona — Can- 
cellation hy  Companj'  for  Violation — Change  in  Consiunei's  Status  so  as 
to  Hake  Service  Unauthorized  by  Published  Schedules. — The  complain- 
ants had  a  cijnlract  with  The  N.  Y.  E,  Co,  for  "reserve,  auxiliary  and 
break-down  service"  based  on  the  "conjunctional-service  rider"  of  that  com- 
pany's published  rate  schedule.    This  "rider"  authorized  the  combination  of 
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the  electric  service,  under  one  contract  in  the  case  of  buildings  not  more 
than  100  feet  apart  and  under  a  common  leasehold  or  ownersbip.  After 
the  making  of  their  contract  the  complainants  undertook,  themselves,  to 
supply  current,  procured  in  part  under  their  contract  with  The  N.  Y.  E.  Co., 
to  a  building  not  under  common  leasehold  or  ownership  with  their  own. 

Held:  That  The  N.  Y,  E.  Co.  was  acting  within  its  rights  in  giving  notice 
of  cancellation  of  the  contract  and  discontinuance  of  the  service,  and  had 
no  authority  or  right,  under  its  rate  schedule  as  published,  to  do  anything 
else. 

Discrimination  and  Preferences — Electrical  Co  rpo  rations — Clusifica- 
tion  of  Consumers — "Conjunctional  Service" — "Break-down  Service"  to 
Consumers  Selling  Current — "Competitor"  Defined. — It  seems  reasonable 
to  differentiate,  for  rale-making  purposes,  the  electrical  corporation  doing 
a  Kcneral  business,  the  private  plant  selling  electricity  to  other  consumers 
in  the  same  block,  and  the  consumer  who  sells  current  to  consumers  out- 
side the  building  or  buildings  which  he  owns  or  rents,  from  the  person  who 
merely  manufactures  current  for  his  own  use  and  that  of  his  tenants,  and 
P.  S.  C.  L,,  §  2,  sub-div.   13,  explicitly   recognizes  this  line  of   demarcation. 

Competition  between  Public  Service  Corporations — Electrical  Corpo- 
rations— ^"Competing  Companies" — Common  Stock  Ownership. — Although 
nominally  independent  and  superficially  competing,  the  U.  E.  L.  &  P.  Co.  and 
The  N.  Y.  E.  Co.  are  both  controlled  by  the  C.  G.  Co.  through  the  ownership 
of  stock  and  essentially  are  not  "competing  companies"  in  the  usual  mean- 
ing of  the  term,  and  it  is  the  substance,  rather  than  the  form,  whic4)  the 
Commission  must  consider  in  determining  whether  a  certain  retiuiremeht  is 
reasonable  or  unreasonable. 

Rates  and  Charges — Regulations  and  Practices— Electrical  Corpora- 
tion— "Con iimctional- Service  Rider" — Common  Ownership  of  I.easebold 
— Combining  of  Consumption  to  Get  Lower  Rates — Violation  of  Rate 
Schedule,— The  "conjunctionaUservice  rider"  in  the  tariff  schedule  of 
The  N'.  Y,  E.  Co..  allowing  consumption  to  be  combined  for  buildings  lo- 
cated not  more  than  lOO  feet  apart  and  under  a  common  ownership  or  lease- 
hold, plainly  means  that  such  combination  will  not  be  allowed  under  other 
conditions,  and  The  N'.  Y'.  E.  Co.  is  obviously  violating  its  published  schedule 
of  rates  in  furnishing  electricity  to  any  customer  at  rates  determined  by 
combining  consumption  in  bis  building  with  the  consumption  in  any  other 
building  located  at  a  distance  of  more  than  IfW  feet,  or  not  owned  or  leased 
by   him. 

Certificate  of  Public  Convenience  and  Necessitj' — Electric  Plant — 
Necessity  of  Certificate  for  the  Supply  of  Electricity  within  a  Single 
Block. — The  complainants  owned  an  electric  plant  which  supplied  cur- 
rent to  their  own  and  an  adjoining  building.  Both  buildings  were  within 
the  same  block,  and  no  street  lines  were  crossed  or  iiyaded  by  wires,  poles. 
or  conduits.  It  was  urged  that  the  complainants  were  required  under  the 
Public  Service  Commissions  law,  to  apply  to  the  Commission   for  a  certifi- 

Held;  That  the  matter  was  not  necessarily  at  issue  in  this  proceeding,  and 
no  opinion  is  expressed  in  regard  to  it. 
Hearings  closed  April  21,  1913.    Opinion  adopted  May  27,  1913. 
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Tlie  complainants  asked  that  tbe  defendant  be  compelled 
to  continae  furnishing  electric  -current  to  the  complainants 
on  the  hasis  of  "reserve,  auxiliary  or  break-down"  service, 
pursuant  to  the  so-called  "break-down  rider"  contained  in 
the  defentlant'a  tariff  schedule. 

The  Order  entered,  on  May  27,  1913,  dismissed  tbe  com- 
plaint. 

The  further  facts  as  to  the  matter  appear  in  the  Opinion 
adopted. 

Appbarangss  : 

Henry  H.  Whitman,  for  the  Commission. 

Arthur  S.  Luria  and  Percival  R.  Moses,  for  the  complain- 
ants. 

Beardsley,  Hemmens  &  Taylor,  by  Henry  J.  Hemmens  and 
Robert  G.  Redlefsen,  for  The  New  York  Edison  Company. 

Maltbib,  Commissioner: 

The  complainants  are  the  owners  of  a  building  located 
at  No.  318  East  32d  street  in  the  Borough  of  Manhattan. 
A  building  known  as  the  Phipps  Teuem^ts  is  located  south 
of  the  complainants'  building  and  fronts  on  Ea^t  3lBt  street. 
The  complainants  maintain  and  operate  in  their  building 
a  private  electric  plant,  with  which  they  produce  the  elec- 
tricity required  for  that  building. 

The  PhippB  Tenements  were  formerly  supplied  with  elec- 
tric current  by  The  New  York  Edison  Company;  but  not 
long  ago  the  Edison  service  was  discontinued  and  a  contract 
was  made  with  the  complainants,  under  which  the  Phipps 
Tenements  have  been  and  are  now  supplied  with  current 
from  the  private  plant  in  the  complainants'  building,  at 
rates  fifteen  per  ce'flt.  lower  than  the  schedule  rates  of  the 
Edison  company.  As  the  two  buildings  are  located  in  the 
same  block,  the  wire  feeder  by  which  current  is  carried 
from  one  to  the  other  does  not  cross  or  enter  any  public 
street. 

Among  the  provisions  which  The  New  York  Edison  Com- 
pany has  established  in  its  published  rate  schedule  is  a  so- 
called  "break-down  rider"  designed  for  customers  who  have 
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private  electric  planta  oq  tlieir  premises.  Tbis  service  is 
described-  by  the  company  as  "a  reserve,  auxiliary  or  break- 
down" service,  and  the  service  connection  is  so  arranged  that 
a  customer  can  receive  only  a  specified  quantity  of  electric 
current  at  any  one  time.  The  customer  is  required  to  pay 
at  least  f30  per  anaum  for  each  kilowatt  of  "maximum  de- 
mand" desired  by  him  and  allowed  by  the  company's  "auto- 
matic maximum-demand  switch"  installed  on  his  premises. 
The  charges  for  current  are  computed  at  the  regular  sched- 
ule rates  paid  by  other  consumers,  but  no  additional  pay- 
ment above  the  maximum  demand  charge  is  made  unless  the 
bills  at  such  rates  exceed  the  maximum-demand  charge;  then 
the  consumer's  total  payment  is  at  the  regular  rates  for 
current. 

The  maximum-demand  charge  or  minimum  payment  is 
fixed  on  the  theory  that  the  use  of  the  company's  current 
will  not  be  continuous  and  may  not  even  be  frequent,  but 
that  sudden  and  heavy  demands  may  be  made  on  the  com- 
pany's service  when  an  emergency  arises,  and  that  the  con- 
sumer may  draw  upon  the  company's  supply  of  electricity 
at  his  convenience,  so  far  as  time  is  concerned,  and  also 
without  limit  as  to  quantity  within  the  maximum  demand 
which  he  hsCB  requested  and  for  which  he  pays  a  minimum 
charge.  The  customer's  use  of  the  service  is,  therefore,  not 
limited  to  occasions  of  emergency  either  by  the  terms  of  the 
contract,  or  by  any  system  of  regulation  or  control  provided 
by  the  Company;  and  it  is  not  uncommon  for  the  owners 
of  private  plants  to  suspend  their  operation  during  the  night, 
on  Sundays  and  holidays,  and  during  the  summer,  when 
little  current  is  needed,  or  when  it  is  inconvenient  or  ex- 
pensive to  operate  the  private  plant,  and  draw  upon  the 
supply  afforded  by  the  company. 

On  June  24,  1912,  a  contract  including  the  "break-down- 
agreement"  rider  was  made  between  the  complainants  and 
The  New  York  Edison  Company.  The  complainants  re- 
quested a  connection  which  would  allow  a  maximum  demand 
of  ten  kilowatts,  and  accordingly  were  required  to  pay  a 
minimum  charge  of  fSOO  per  annum.     For  several  months 
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after  the  installation  of  this  break-down  service,  the  com- 
plainants' plant  was  used  only  for  the  supply  of  current  to 
their  own  building;  but  later,  as  already  stated,  they  began 
to  supply  current  to  tlie  I'hipps  Tenements.  When  the  Edi- 
son company  learned  that  tlie  Phipps  Tenements  were  being 
supplied  from  the  complainants'  plant,  the  company  sought 
to  rescind  its  contract  with  the  complainants  and  discon- 
tinue the  service,  on  the  theory  that  the  complainants  had 
violated  the  provision  of  the  contract  that 

"no  change  shall  he  made  in  the  equipment,  or  in  the 
type,  size  or  number  of  lamps  or  other  appliances  con- 
nected therewith,  the  current  shall  not  be  used  except 
for  the  equipment  sclieduled  by  the  company's  inspect- 
ors; and  that  •     •     •     witlumt  the  previous  written 
consent  of  The  New  York  Edison  Company." 
In  this  connection  another  provision  of  the  Edison  com- 
pany's rate  seiiedule  should  be  noticed,  the  so-called  "con- 
junctional-service" rider,  which  is  as  follows: 

"It  is  furtiier  understood  and  agreed  that  in  view  of 
the  fact  tliat  the  buildings  enumerated  herein  are' sup- 
plied under  the  Wholesale  contract,  are  not  more  than 
100  feet  apart,  are  under  a  common  (ownership)  and 

{ leasehold) 
may  be  served  from  one  service,  the  current  re(iuire<l 
for  them  may  be  taken  collectively  in  determiniug  the 
rate  to  which   the  undersigned  is  entitled  under  this 
contract." 
The  cfmiplainants'  building  aud   the  Phipps  Tenements 
are  not  under  a  common  ownership  or  leasehold;  hence  this 
rider  would  not  apply,  even  if  there  were  a  wholesale  con- 
tract. 

On  Febmary  24,  1913,  the  Edison  company  sent  the  com- 
plainants a  letter  giving  notice  of  cancpll-ation  of  their  con- 
tract and  discontinuance  of  tlieir  service.  The  complainants 
immediately  filed  a  complaint  with  the  Commission,  asking 
that  the  Edison  company  be  recjiiired  to  continue  the  serv- 
ice. Pending  a  decision  on  tlie  matter  in  controversy,  the 
service  to  the  complainants  has  been  continued  without  in-  ■ 
terruption. 
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I.    Have  the  Complainants  Violated  the  Conteact? 

It  is  undisputed  that,  after  tlie  uiaking  of  tlie  contract" 
nitli  tlie  p]diHoii  company,  and  the  installation  of  the  break- 
down service  in  the  coniplainantH'  buildiiiy,  the  complain- 
ants extended  a  wire  from  the  electrical  distribution  system 
in  their  building  to  the  distribution  system  in  the  Phipps 
Tenements,  and  that  by  means  of  tliis  connection  numerous 
electric  lamps  or  other  appliances  located  in  the  Phipps 
Tenements  were  added  to  the  equipment  existing  when  the 
contract  was  made.  There  is  no  claim  that  the  company's 
written  consent  was  ever  given  to  the  changes  thus  made. 
Although  something  has  been  said  in  the  testimony  about 
an  "implied"  consent  or  a  waiver  of  the  requirement  of 
written  consent,  we  think  that  no  facts  have  been  shown 
which  would  prevent  tlie  company  from  insisting  on  the 
terms  of  the  contract.  It  follows  that  the  company  was 
acting  within  its  rigltts  when  it  gave  notice  of  cancellation 
of  the  contract  and  discontinuance  of  the  service. 

II.    Abe  the  Compi^inants  Entitled  to  Consent? 

We  are  of  the  opinion  that,  under  the  rate  schedule  pub- 
lished by  the  Edison  company  and  filed  with  the  Commis- 
sion, the  company  has  no  authority  to  give  its  consent  to 
the  changes  made  by  the  complainants  in  their  installation^ 
and  to  continue,  under  one  contract,  the  service  which  has 
been  used  for  the  Phipps  Tenements  as  well  as  the  com- 
plainants' building.  The  only  provision  in  the  schedule  re- 
ferring to  such  a  case  is  the  "conjunctional  service"  rider 
which  has  been  quoted  above,  under  which,  in  case  of  a 
wholesale  contract,  there  may  be  a  combination  of  the  elec- 
tric service  in  buildings  not  more  than  100  feet  apart  and 
under  a  common  ownership  or  leasehold.  This  rider  can 
have  no  meaning  unless  it  is  interpreted  to  forbid  the  com- 
bination of  service  in  buildings  which  are  more  than  100 
feet  apart,  or  are  not  under  a  common  ownership  or  lease- 
hold. Since  the  building  of  the  complainants  and  the  Phipps 
Tenements  are  under  entirely  separate  ownership  and  man- 
agement, it  is  plain  that  the  complainants  were  not  entitled 
to  a  combination  of  the  service  in  these  buildings  under  one 
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contract,  with  the  reduction  of  rates  which  would  thereby 
be  secured. 

If  it  is  true,  as  claimed  by  the  complainants,  that  the 
Edison  company  is  now  furnishing  a  break-down  service  to 
one  or  more  other  consumers  under  conditions  substantially 
the  same  as  those  surrounding  the  service  given  to  the  com- 
plainants, this  conclusion  will,  of  course,  be  equally  appli- 
cable in  those  cases,  and  the  company  is  acting  illegally  in 
so  doing. 

ni.    Should  the  Edison  Company  be  Rbquibbd  to  Con- 
tinue TO  Serve  the  Complainants? 

The  Edison  company  contends  that  this  question  should 
be  answered  in  the  negative,  that  a  supply  company  should 
not  be  required  to  furnish  an  emergency  or  auxiliary  service 
to  a  competitor,  and  that  a  customer  who  maintains  a  private 
electric  plant,  and  supplies  not  only  himself,  but  his  neigh- 
bore,  must  be  considered  a  competitor,  even  though  his  busi- 
ness be  confined  within  the  limits  of  a  single  block.  The 
complainants  urge  that  the  essential  purpose  of  break-down 
service  is  to  afford  emergency  and  auxiliary  service  to  com- 
petitors of  an  electric  company;  that  the  owner  of  a  private 
plant  who  merely  supplies  his  own  needs  is  a  competitor; 
and  that  the  selling  of  electricity  to  third  parties  outside 
of  his  own  premises  introduces  no  new  principle. 

There  are  really  two  ways  in  which  the  problem  might 
be  solved  to  the  satisfaction  of  the  complainants,  viz.,  either 
to  require  that  the  present  break-down-service  contract  be 
extended  to  cover  the  kind  of  service  desired  by  the  com- 
plainants, or  to  establish  a  new  form  of  contract  or  rate  for 
such  service.  It  is  obvious, -however,  that  the  fundamental 
question  is  whether  the  company  should  be  required  under 
any  rate,  or  under  any  form  of  contract,  to  supply  the  com- 
plainants with  the  service  under  the  conditions  described; 
for,  if  this  question  is  answered  in  the  negative.  It  would 
be  futile  to  discuss  the  nature  or  character  of  a  rate  for 
such  service. 

First,  a  few  words  as  to  the  conditions  under  which  the 
present  break-down-service  contract  was  established.     Al- 
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though  certain  of  the  electric  companieB  in  New  York  City 
supplied  break-down  service  to  a  limited  extent  before  the 
creation  of  this  Commission,  the  present  break-down  ridei's 
and  rates  of  The  New  York  Edison  Company  are  the  rt^ult 
of  an  inTeatigation  made  by  the  Commission  soou  after  it 
took  office.  The  Edison  company  had  declined  to  give  break- 
down service  except  where  old  contracta  were  outstanding, 
The  Commission  decided  that  the  furnishing  of  nucli  seiv- 
ice  would  be  reasonable  and  proper,  and  the  Edison  com- 
pany complied  with  this  finding  by  filing  appropriate  riders 
containing  the  rates  above  mentioned.  But,  in  the  Opinion 
of  the  Commission,  given  as  a  result  of  the  investigation  (see 
1  P.  S.  O.  K.  [1st  Diet.  N.  Y.]  130),  no  judgmenl  was  ex- 
pressed as  to  the  reasonableness  of  the  proposed  rates;  and 
it  was  distinctly  stated  that  the  conclusion  of  the  Commis- 
sion related  only  to  private  electric  plants  maintained 
merely  for  the  use  of  their  owners  or  proprietors.  The 
following  language  was  used : 

"The  requirement  that  break-down  service  be  supplied 
does  not  imply  that  one  supply  company  shall  provide 
current  for  another  company  at  less  than  a  fair  price. 
Further,  the  private  electric  plants  are  not  competitors, 
for  they  do  not  distribute  current  beyond  their  own 
premises." 
It  appears  in  this  case  that  the  complainants  took  a  cus- 
tomer away  from  the  Edison  company  and  are  supplying 
that  customer  at  rates  fifteen  per  cent  below  the  company's 
rates.     It  is  conceivable  that  private  plants,  one  in  each 
block,  might  thus  secure  a  considerable  part  of  the  busi- 
ness which  is  now  conducted  by  the  Edison  company;  and 
if  that  company  were  required  to  supply  break-down  serv- 
ice to  block  plants,  the  latter  wojild  operate  when  conven- 
ient and  require  the  Edison  company  to  carry  the  load  when 
most  expensive  or  inconvenient  to  the  block  plants.     The 
complainants  state  that  they  need  break-down  service  for 
use  at  night  or  at  other  limes  when  little  current  is  requirpd. 
and  when  it  is  cheaper  to  let  their  private  plant  lie  idle  and 
to  draw  on  the  Edison  company's  snpply.    When  we  required 
the  companies  to  establish  break-down  service,  including 
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under  tbe  one  title  supplemental  and  auxiliary  service  am 
well,  the  Commission  realized  that  it  would  be  possible  for 
a  customer  to  shut  down  his  on*n  plant  when  moat  expcn»iv<.> 
for  him  to  operate  and  switch  on  Edison  service.  Itut  ii 
was  not  coutemplated  that  advantage  would  be  taken  of  tliis 
actiou  to  require  the  Edison  company  to  supply  euiergenvy 
or  auxiliary  service  to  a  competing  company. 

We  think  it  is  obvious  that  It  would  not  be  reasonable 
or  proper  that  one  supply  company  be  required  to  furnish 
stand-by  service  to  another  and  to  take  over  temporarily  the 
duty  of  supplying  its  customers,  particularly  when  such  com- 
pany would  find  it  inconvenient  or  expensive  to  supply  tUem. 
When  applied  to  two  large  companies  serving  tlie  same  area 
and  competing  for  supremacy,  the  unreasonableness  of  the 
suggestion  becomes  apparent.  Now,  admittedly,  there  are 
some  points  of  similarity  between  a  company  supplying 
electricity  generally  and  a  person  who  has  his  own  private 
plant,  and  between  these  two  stand  the  block  plant  and  the 
person  supplying  adjoining  buildings  which  he  does  not  own 
or  rent.  But  the  line  must  be  drawn  somewhere,  and  it 
seems  reasonable  to  differentiate  the  company  doing  a  gen- 
eral business,  the  block  plant  and  the  person  selling  current 
to  persons  outside  of  his  own  premises  from  the  person  who 
merely  manufactures  current  for  his  own  use  and  that  of 
his  tenants.  This  line  of  demarcation  is  recognized  by  the 
Public  Service  Commissions  Law.  It  defines  an  electrical 
corporation  as  a  "corporation  •  *  "  owning,  operating 
or  managing  any  electric  plant  except  where  electricity 
is  generated  or  distributed  by  the  producer  solely  on  or 
througii  private  property  for  railroad  or  street-railroad  pur- 
poses, or  for  its  oiiwi  use  or  the  use  of  its  tenants  and  not  for 
sale  tn  others." 

The  complttinantH  have  referred  to  the  connection  between 
the  systems  of  the  United  Electric  Light  &  Power  Company 
and  The  New  York  Edison  Company,  claiming  that  the  re- 
lation between  these  'two  companies  as  to  inter-company 
supply  in  case  of  break  down,  or  in  any  other  instance  where 
it  would  be  desirable  for  eitlier  to  secure  some  current  from 
the  other,  is  very  similar  to  the  relation  which  the  complain- 
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ants  ask  to  have  established  between  them  and  the  Edison 
company.  It  is  true  that  the  areas  of  supply  of  the  United 
and  Edison  t'onipanies  overlap,  and  superficially  they  may 
be  said  to  be  competing  companies;  but  both  are  controlled 
by  the  Consolidated  Gas  Company  through  the  ownership 
of  stock.  Although  nominally  independent,  essentially  they 
are  not  competing  companies  in  the  usual  meaning  of  the 
term,  and  it  is  the  substance  rather  than  the  form  that  the 
(Commission  must  consider  in  determining  whether  a  certain 
requirement  \a  reasonable  or  unreasonable.  If  the  United 
company  were  under  separate  management  and  control,  and 
were  really  competing  with  the  Edison  company  in  the  same 
territory,  it  might  be  the  duty  of  the  Commission  to  require 
the  Edison  company  to'  establish  the  same  relation  between 
it  and  the  complainants  that  it  has  established  with  the 
United  company,  but,  under  the. circumstances  as  they  exist, 
we  see  no  reason  for  the  issuance  of  such  an  Order. 

The  complainants  have  cited  certain  decisions  of  the  courts 
to  support  their  contention.  One  is  of  the  Circuit  Court  of 
Api)eals  for  the  Third  Circuit:  Dclairarc  d-  Atlantic  Tele- 
ifraph  d  Telephone  Co.  v.  fitute  of  Delaware  e.r  rel.  Postal 
Telegraph  tf  Cablie  Co..  50  Fed.  Rep.  677.  This  was  an  ap- 
plication by  the  Postal  company  for  mandamus  to  compel 
the  Delaware  &  Atlantic  Co.,  a  local  telephone  company,  to 
place  a  telephone  in  the  office  of  the  Postal  company.  The 
local  company  had  placed  a  telephone  in  the  office  of  the 
Western  Union  Telegraph  Co.,  which  was  used  by  the  Wes- 
tern Union  for  telephoning  its  incoming  messages  and  for 
receiving  its  outgoing  messages.  The  court  held  that  the 
hfcal  company  should  not  discriminate  between  the  two  tele- 
graph companies,  and  should  be  reciuired  to  put  a  telephone 
in  the  office  of  the  Postal  company. 

The  decision  in  Bell  Telephone  Company  of  Philadelphia 
V.  Cotnnionirealth  ex  rel.  Italtitnore  t(-  Oliia  Trlef/raph  Co., 
3  Atl.  Rep.  825  (Pa.  Sup.  Ct.  1886),  is  quite  similar.  The 
Baltimore  &  Ohio  Telegraph  Co.  asked  for  mandamus  to 
compel  the  Bell  Company  of  Philadelphia  to  give  it  tele- 
phone service.  It  appeared  that  the  local  company  gave 
telephone  service  to  the  Western  Union  Telegraph  Company. 
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It  was  decided  that  there  could  he  no  diaorimi nation  and 
that  service  should  be  given  to  all  telegraph  companies  if 
given  to  any.  The  decisijm  was  also  based  on  a  provision 
in  the  Pennsylvania  statute  under  which  the  Bell  Company 
of  Philadelphia  was  incorporated. 

In  the  case  of  Olinton-Dvnn  Telephone  Co.  v.  Carolina 
Telephone  and  Telegraph  Co.,  74  S.  E.  Rep.  636  (decided  . 
by  the  Sup.  Ct.  of  No.  Carolina  in  1912),  the  Carolina  Com- 
pany's assignors  had  allowed  a  physical  connection  to  be 
made  with  the  Clinton-Diinn  Telephone  Company's  system. 
This  had  been  used- for  a  considerable  time,  and  the  business 
of  the  two  companies  and  of  the  public  had  become  adjusted 
to  the  arrangement.  When  an  attempt  was  made  to  discon- 
tinue this  connection,  the  Clinton-Dunn  company  resisted, 
and  the  court  held  that  the  connection  should  not  be  dis- 
continued. It  was  said  that,  ■while  the  duty  of  the  telephone 
company  may  not  require  it  to  allow  physical  connection 
with  other  systems;  yet,  after  this  has  been  done  and  the 
service  has  been  given  for  some  time,  it  cannot  be  discon- 
tinued. 

None  of  these  eases  is  upon  all  fours  with  the  pending 
proceeding.  Each  is  a  telephone  case,  and  that  industry  is 
by  nature  quite  different  from  the  distribution  of  electric 
current.  The  extent  to  which  a  subscriber  is  connected 
with  other  subscribers  determines  very  largely  the  value  of 
the  service  rendered,  but  in  the  case  of  an  electric-supply 
company  the  consumer  cares  little  as  to  the  number  of  other 
customers  connected  with  the  distribution  system  so  long 
as  he  receives  current  in  adequate  amount,  with  regularity 
and  at  a  reasonable  price. 

Two  of  the  cases  relate  to  discrimination,  and  it  is  con- 
ceded that,  if  the  Edison  company  had  a  form  of  contract 
under  which  it  supplied  other  private  plants  of  a  similar 
character  and  operating  under  conditions  similar  to  those 
of  the  complainants,  it  would  be  the  duty  of  the  Edison  com- 
pany to  supply  the  complainants.  The  general  rule  regard- 
ing discrimination  would  apply. 

The  third  case  above  cited  relates  to  the  discontinuance  of 
a  connection  which  had  been  made  voluntarily,  and  which 

■■■"■ 1>'^ 


Fbankkl  ItKos.  vn.  Nkw  York  EdisoM  Co.         4[H 

bad  existed  for  some  time.  There  is  nottiing  in  the  opinioQ 
to  indicate  that  the  two  companies  were  competing  in  the 
local  field,  or  that  the  questions  involved  in  the  case  before 
the  Commission  were  similar  to  those  at  issue  in  the  North 
Carolina  case. 

The  complainants  have  referred  to  the  decision  in  the  case 
of  Central  New  York  Telephone  and  Telegraph  Co.  v.  Averill 
et  at,  199  N.  Y.  128.  The  company  had  pat  its  telephone 
apparatus  in  the  hotel  of  the  defendants,  and  installed  there 
a  private  exchange.  The  contract  provided  that  the  de- , 
Fendants  should  not  allow  an;  other  telephone  service  in  the 
hotel.  Some  years  later,  when  a  competing  company  was 
organized,  the  defendants  proposed  to  Install  the  apparatus 
of  the  new  company,  and  suit  was  brought  to  obtain  an  in- 
junction against  such  action.  The  Court  of  Appeals  held 
that  the  exclusive  feature  of  the  contract  was  void  as  against 
public  policy,  and  based  its  decision  "on  two  grounds:  (1) 
That  the  contract  was  in  restraint  of  trade  in  that  it  pre- 
vented all  customers  of  the  rival  telephone  system  from  hav- 
ing communication  with  the  defendants'  hotel  and  the  per- 
sons living  and  stopping  in  it;  and  (2)  that  its  tendency 
was  to  prevent  competition.  The  greater  emphasis  was 
placed  on  the  first  ground. 

This  case  is  not  parallel  with  the  Frankel  case.  As  stated 
the  telephone  is  a  different  sort  of  utility  from  an  electric 
plant.  A  contract  in  restraint  of  competition  in  case  of  a 
telephone  company  would  be  a  hardship  on  the  public  in 
general  by  restricting  free  communication  between  individ- 
uals in  the  community.  There  is  no  such  element  in  the  case 
of  the  electric  company,  and  the  Edison  company  has  not 
undertaken  to  prevent  Frankel  Brothers  from  operating  a 
plant,  or  even  from  supplying  the  Phipps  Tenements.  It 
has  merely  insisted  that,  if  it  is  to  do  a  competitive  busi- 
ness, it  must  assume  the  entire  burden. 

Other  Questions  Pbbsbntkd. 

The  complainants  have  strongly  urged  as  a  reason  why 
they  should  be  given  breat-down  service  under  existing  con- 
ditions the  fact  that  in  certain  instances  a  wholesale  ens- 
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tomer  of  the  Edison  company  is  allowed  by  tliat  company  to 
Bell  electric  current  to  neiglihoring  buildings  located  in  the 
name  bloi-k,  combiuing  the  c(msumption  of  tliose  buildings 
with  tbe  consumption  on  bis  own  premises  in  order  to  get 
a  lower  rate  under  tbe  company's  schedule.  It  is  claimed 
that  those  wholenale  customers  who  resell  a  part  of  the  cur- 
rent received  from  the  Edison  company  are  competitors  of 
that  company  just  as  truly  as  tbe  complainants  are,  and 
that  it  is  unjust  discrimination  to  deny  to  the  complainants 
\Vhat  is  allowed  to  other  competitors.  The  Edison  company 
replies  that  it  is  legally  powerless  to  prevent  tbe  resale  of 
electricity  by  its  wholesale  customers,  and  that,  while  sucll 
customers  may  become  tbe  company's  competitors  in  a  cer- 
tain sense,  buyiug  at  wholesale  rates  aud  selling  at  higher 
rates  to  third  ]>arties  who  might  otherwise  ileal  directly  with 
the  company,  it  is  still  the  com|)any's  electricity  which  is 
l>eing  supplied. 

This  is  a  matter  which  has  not  before  been  brought  to  tbe 
attention  of  the  Commission,  and  it  is  with  some  surprise 
that  we  learu  that  wholesale  customers  are,  with  the  ac- 
quiescence of  the  Edison  company,  reselling  current  to  con- 
sumers ill  their  several  localities.  Upon  the  general  pro- 
priety or  reasonableness  of  such  a  practice,  we  express  no 
opinion  in  this  case,  us  tbe  matter  is  not  before  us.  But 
we  must  here  point  out  the  ol)vio»s  fact  tiiat  the  Edis(m 
company  is  violating  its  published  schedule  of  lates  in  fur- 
nishing electricity  to  any  customer  at  rates  determined  by 
combining  consumption  in  bis  building  with  tbe  consump- 
tion in  any  other  building  located  at  a  distance  of  more  tiian 
l(K)  feet,  or  ni)t  owned  or  leased  by  him.  As  above  i»ointed 
out,  the  "conjunctional  service"  rider  in  tbe  ciniipany's 
schedule,  allowing  consumptitm  to  be  combine<l  for  build- 
ings IcK'ated  not  more  than  100  feet  apart  and  under  a  com- 
mon ownership  or  leasehold,  plainly  means  that  such  com- 
l)inati<m  will  not  be  allowed  under  oilier  conditions.  The 
plea  tliat  the  ccnupany  is  without  power  to  enforce  this  rule 
in  the  case  of  wholesale  customers  is  not  valid.  If  it  can- 
not be  enforced,  or  is  not  to  Ik"  enforced,  it  should  be  with- 
drawn from  the  published  schedule.     But,  so  long  as  it  is 
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a  part  of  any  contract,  it  should  be  enforced.  It  is  not 
proper  for  the  company  to  involte  a  clause  against  one  con- 
sumer and  disregard  another  clause  applicable  to  another 
consumer.  The  clause  of  the' standard  form  inroked  against 
the  complainants,  forbidding  any  change  in  or  addition  to 
the  equipment  of  the  customer,  and  forbidding  the  use  of 
the  current  except  for  the  equipment  scheduled  by  the  com- 
pany's inspectors,  without  the  written  consent  of  the  com- 
pany, should  be  effectual  against  any  other  customer.  Viola- 
tion of  the  company's  schedule  must,  of  course,  be  stopped. 
Upon  the  reasonableness  of  the  clause  in  question,  we  do  not 
express  any  opinion  at  the  present  time,  as  the  matter  has 
Tiot  been  fully  presented  to  the  Commission. 

In  this  proceeding,  the  question  has  also  been  referred  to, 
whether  the  complainants,  as  proprietors  of  a  plant  supply- 
ing electricity  to  the  public  within  a  single  block,  are  re- 
quired, under  the  Public  Serice  Commissions  Law,  to  apply 
to  the  Commission  for  a  certificate  of  public  convenience 
and  necessity,  or  for  permission  to  engage  in  the  business  of  . 
supplying  electricity.  This  matter  is  not  necessarily  at 
issue  in  this  proceeding,  and  we  express  no  opinion  in  re- 
gard to  it. 

The  complaint  should  be  dismissed. 


In  the  Mattes  of  the  Application  op  the  Twenty-tiiiru 
.Street  Railway  Company  under  Section  8  of  the 
Railroad  I^aw  and  Section  55  of  the  Public  Service 
Commissions  Law  for  the  Consent  of  the  Commis- 
sion TO  THE  Creation  and  Delivery  of  a  Mortgage 
FOR  11,500,000  upon  All  of  Its  Property  and  Fran- 
chisbs,  and  to  the  issuance  of  fl,500,000  op  bonds 
Thereunder. 

Case  No.  1584.     • 

Decided   May  2j.   igi^. 

laanance  of  Stock  and  Bonds— Purposes  for  Which  Securities  May 
Be  luued — Street  Railroad  Corporation — Refunding  of  Obligation  In- 
curred in  Changing  Motive  Power.— In  view  of  the  peculiar  facts  exisi- 
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ing  in  the  present  case,  the  Commission  is  warranted  in  consenting  to  the 
creation  of  a  mortgage  of  $1,500,000  upon  [he  property  and  franchises  of 
the  23d  St.  Ry.  Co.  and  the  issuance  of  ?1,500.000  of  bonds  thereunder,  tor 
the  purpose  of  refunding  to  that  extent  of  a  certain  note  for  $2,204,929.92, 
an  obligation  claimed  to  have  been  incurred  in  changing  the  motive  power 
on  the  petitioner's  street  surface  railroad,  provided,  however,  that  an  amorti- 
zation fund  is  accumulated  so  that  the  obligations  of  the  company  are  re- 
duced within  a  comparatively  short  time   from  $2,500,000  to  $1,400,000. 

luuance  of  Stock  and  Bonds. — Purposea  for  Which  Securitiea  Are 
Isiuable — Refunding  of  Indebtedness  Incurred  for  Renewal  or  Replace- 
ments of  Property — Duty  of  CommiHion. — Under  the  decision  of  the 
New  York  Court  of  Appeals  in  People  ex  ret.  Binghamton  Light,  Heat  & 
Power  Co.  V.  Public  Service  Commission,  for  the  Second  District  (203  N. 
V.  7),  it  is  incumbent  upon  the  Commission,  before  approving  the  issue  of 
lionds  for  the  discharge  or  refunding  of  obligations: 

(t)     To  ascertain  the  purposes   for  which  the  expenditures  were 

(2)  To  determine  whether  all  represented  permanent  improve- 
ments of  the  plant  or  renewals  and  replacements  of  obsolete  or 
worn-out  property.  • 

(3)  To  segregate  all  expendiltires  for  maintenance,  renewals  and 

replacements,  and  to  permit  the  capitalization  of  only  such  expendi- 
tures as  represent  permanent  improvements. 

The  principle  laid  down  in  the  Binghamton  case  is  sound  finance,  and 
should  be  followed  by  the  companies. 

Hearings  closed  January  7,  1913.     Opinion  adopted  May  27,  1913. 

The  facta  as  to  the  application  of  the  Twenty-third  Street 
Railway  Company  are  set  out '  at  length  in  the  Opinion 
adopted. 

No  Order  was  entered  at  the  time  of  the  adoption  of  the 
Opinion,  but  the  conclusion  reached  in  the  last  three  para- 
graphs of  the  Opinion  were  referred  to  the  petitioner  and 
the  respective  companies  in  interest,  that  they  m^ht  con- 
sider and  advise  the  Commission  as  to  the  lines  along  which 
they  considered  the  Order  should  properly  proceed,  in  con- 
formity with  the  Opinion. 

Harry  M.  Chamberlain,  for  the  Commission. 

Parker,  Hatch  &  Sheehan,  by  Samii^l  F.  Moran  and 
Charles  H.  Werner,  for  the  petitioner, 

James  L.  Quackexihush,  Richard  Reid  Rogers,  and  A.  J. 
Kenyan,  for  the  New  Yort  Railways  Company. 

John  J.  Moore,  in  person,  in  opposition. 

Strong  &  MeUen,  hy  Chase  Mellen  and  Paul  Megreto,  for 
the  receivers  of  The  Central  Park,  North  and  East  River 
Railroad  Company. 
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Brainard  Tolles,  for  the  Second  Avenue  Railroad  Com- 
pany. 
Maltbib,  Commissioner: 

This  is  an  application  of  the  Twenty-third  Street  Rail- 
way Company,  a  street  surface  railroad  corporation,  for  the 
consent  of  the  CommlHiion,  under  Section  8  of  the  Railroad 
Law  and  Section  55  of  the  Public  Service  CommissionB  Law, 
to  the  creation  and  delivery  of  a  mortgage  for  |1,500,000 
upon  all  its  property  and  franchises,  and  to  the  issuance 
of  f  1,500,000  of  bonds  thereunder,  for  the  purpose  of  refund- 
ing an  obligation  claimed  to  have  been  incurred  in  changing 
the  motive  power  on  said  company's  railroad. 

A  proper  consideration  of  the  present  application  has 
necessitated  the  decision  of  several  questions  of  law.  Most 
of  tbese  questions  were  involved  in  suits  already  pending 
and  practically  closed  in  the  United  States  courts,  but  which 
have  not  been  pressed  to  final  argument  and  decision.  Yet 
the  applicants  ask  the  Commission  to  pass  upon  the  pending 
application  before  these  suits  are  decided,  which  reverses  ' 
the  proper  procedure.  The  Commission  ought  not  to  be  re- 
quired to  decide  questions  of  law.  In  circumstances  such 
as  those  here  presented,  it  is  the  duty  of  a  company  intend- 
ing to  present  an  application  to  the  Commission  to'  refrain 
from  presenting  such  applicatiOD  until  after  procuring  a 
determination  by  the  courts  of  the  questions  of  law  then 
pending  in  the  courts.  In  the  present  case,  no  such  deter- 
mination has  been  made,  and  the  Commission  is  obliged  to 
assume  the  burden  of  deciding  those  questions,  or  to  refuse 
its  approval  until  the  suits  are  decided.  It  is  only  because 
of  our  desire  to  facilitate  an  early  settlement  that  the  latter 
course,  which  is  clearly  the  more  logical,  is  not  followed. 

INCOEPOBATION   AND  PbANOHISB. 

The  Twenty-third  Street  Railway  Company  was  incor- 
porated on  June  29,  1872,  for  the  purpose  of  constructing, 
maintaining  and  operating  a  double-track  railroad  through, 
upon  and  along  Twenty-third  street  from  the  North  River 
to  the  East  River  in  the  City  of  New  York.     On  July  11, 
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1872,  it  became  the  owner  of  the  necessary  authority  to  con- 
struct, maintain  and  operate  the  road.  This  authority  was 
acquired  by  asaignnient  from  one  Sidney  A.  Yeoiuans,  who 
had  theretofore  acquired  such  authority  from  the  Comptrol- 
ler of  the  City  of  New  York  pursuant  to  acts  of  the  Legisla- 
ture passed  in  1869  and  1872  (Chap.  823,  L.  1869,  and  Chap. 
521,  L.  1872). 

The  amount  paid  to  the  City  of  New  York  by  Mr.  Y'eomans 
for  the  francliise  was  |150,000. 

Original  Constrtiction  and  Operation. 

The  Twenty-tliird  Street  Railway  Company  constructed 
a  double-track  railroad  through  the  whole  length  of  Twenty- 
third  street  witli  the  exception  of  that  part  of  Twenty-third 
street  between  Itroadway  and  Fourtli  avenue,  where  The 
Forty-second  street  and  Grand  Street  Ferry  Kailroad  Com- 
pany had  already  constnicted  double  tracks  under  a  grant 
made  in  1860 ;  that  part  of  Twenty-third  street  between  First 
■  avenue  and  Avenue  A,  where  The  Central  Park,  North  and 
East  River  Railroad  Company  had  already  constructed 
double  tracks  under  a  grant  made  in  1860;  and  that  part  of 
Twenty-third  street  between  Second  avenue  and  First 
avenue,  where  the  Second  Avenue  Railroad  Company  had 
already  constructed  a  single  track  under  a  grant  made  in 
1852  and  confirmed  in  1854.  In  this  last  location  the 
Twenty-third  Street  Railway  Company  removed  the  exist- 
ing track  from  the  center  of  the  street  to  the  southerly  side 
of  the  street  m  as  to  be  in  line  with  its  eastbound  track, 
and  constructed  a  single  track  on  the  northerly  side  of  the 
street  to  form  part  of  its  westbound  track.  The  right  to 
remove  the  existing  track  from  the  center  of  the  street  to 
tiie  southerly  side  thereof,  and  to  use  the  track  s{)  removed 
as  part  of  the  line  of  the  Twenty-third  Street  Railway  Com- 
pany was  acquired  by  the  latter  company  by  agreement  dated 
September  13,  1872.  For  the  use  of  the  track  the  Twenty- 
third  Street  Railway  Company  agreed  to  pay  $150  a  year, 
and  the  Second  Avenue  Railroad  Company  agreed  to  main- 
tain the  track  at  its  own  expense.  The  right  to  use  the 
double  tracks  of  The  Forty-second  Street  and  Orand  Street 
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Ferry  Railroad  Company  between  Broadway  and  Fourth 
avenue  was  acquired  by  tbe  Twenty-third  Street  Railway 
Company  by  agreement  dated  September  30,  1878.  For  tbe 
use  of  tbe  tracks  the  Twenty-third  Street  Railway  Company 
agreed  to  pay  |250  a  year  from  December  4,  1872,  the  date 
on  which  tbe  Twenty-third  Street  Railway  Company  began 
to  use  the  tracks.  The  right  to  use  the  double  tracks  of  The 
Central  Park,  North  and  East  River  Railroad  Company 
between  First  avenue  aud  Avenue  A  was  acquired  by  the 
Twenty-third  Sti-eet  Railway  Company  by  agreement  dated 
December  26,  1872.  Under  this  agreement  the  Twenty-third 
Street  Railway  Company  acquired  certain  other  rights  to 
be  described  later.    The  annual  rental  was  fixed  at  |350. 

The  entire  line  in  Twenty-third  street  from  river  to  river 
seems  to  liave  been  put  in  operation  in  December,  1872, 

TlIIRTY-FOlIBTH   StBEBT   EXTENSION. 

By  Chapter  100  of  the  Laws  of  1873,  a  franchise  was 
granted  to  tbe  Twenty-third  Street  Railway  Company  for 
an  extensiou  of  its  line  from  a  connection  with  the  main  line 
on  Twenty-third  street  northwardly  through  Second  avenue 
with  double  tracks  to  Twenty-eighth  street,  thence  east- 
wardly  through  Twenty-eighth  street  with  single  track  to 
First  avenue,  thence  northwardly  along  First  avenue  with 
single  track  to  Twenty-ninth  street,  thence  continuing  north- 
wardly along  First  avenue  with  double  tracks  to  Thirty- 
fourth  street,  returning  through  Tweuty-ninth  street  with 
sin^e  track  from  First  avenue  to  Second  avenue,  and 
through  Second  avenue  with  single  track  from  Twenty-ninth 
street  to  Twenty-eighth  street.  The  company  was  authorized 
to  use  the  tracks  of  other  railroad  companies  already  con- 
structed on  portions  of  this  route,  on  making  agreements 
with  the  owners,  or,  failing  in  that,  on  acquiring  the  right 
in  the  manner  provided  by  the  General  Railroad  Law.  The 
only  tracks  constructed  by  the  Twenty-third  Street  Railway 
Company  on  this  route  were  the  single  track  in  Twenty- 
eighth  street  from  Second  avenue  to  First  avenue  and  the 
single  track  on  Twenty-ninth  street  from  First  avenue  to 
Second  avenue.    The  right  to  use  the  double  tracks  in  Sec- 
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ODd  avenue  from  Tweutj-third  street  to  Twenty-eighth 
street  and  one  of  the  tracks  extending  up  Second  avenae 
from  Twenty-eighth  street  to  Twenty-ninth  street  was  ac- 
quired by  agreement  with  the  Second  Avenue  Bailroad  (com- 
pany dated  June  12,  1879,  the  rental  to  be  fSOO  a  year. 
The  right  to  use  one-  of  the  tracks  in  First  avenue  from 
Twenty-eighth  street  to  Twenty-ninth  street  and  the  double 
tracks  in  First  avenue  from  Twenty-ninth  street  to  the  mid- 
dle of  the  block  between  Thirtieth  and  Thirty-flrat  streets, 
was  acquired  by  the  agreement  with  The  Central  Park,  North 
and  East  Biver  Bailroad  Company  dated  December  6,  1872, 
hereinbefore  referred  to.  The  right  to  use  the  double  tracks 
in  First  avenue  from  Thirtieth  street  to  the  middle  of  the 
block  between  Thirty-third  and  Thirty-fourth  streets  was 
acquired  by  agreement  with  The  Dry  Dock,  East  Broadway 
and  Battery  Bailroad  Company,  dated  July  31,  1873,  the 
rental  provided  for  being  fSOO  a  year. 

The  Twenty-third  Street  Bailway  Company  began  to 
operate  the  extension  about  1874.  The  evidence  shows  that 
tracks  were  laid  east  from  First  avenue  over  private  prop- 
erty between  Thirty-third  street  and  Thirty-fourth  street  to 
the  East  Thirty-fourth  Street  ferry,  and  that  in  this  way  cars 
were  operated  to  and  from  the  ferry.  Cars  are  still  operated 
to  and  from  the  ferry,  but  not  over  the  same  route,  the 
present  operation  being  up  Second  avenue  to  Thirty-fourth 
street,  and  thence  east  through  Thirty-fourth  street  to  the 
ferry,  returning  by  the  same  route.  This  method  of  opera- 
tion has  been  in  force  since  about  1891. 

Lease  of  Boad. 

By  lease  dated  April  25,  1893,  the  Twenty-third  Street 
Railway  Company  leased  all  its  railroads,  property  and 
franchise  to  the  Houston,  West  Street  and  Pavonia  Ferry 
Railroad  Company  for  the  entire  period  of  the  lessor's  cor- 
porate life.  On  or  about  November  29,  1893,  the  Houston, 
West  Street  and  Pavonia  Perry  Railroad  Company  and  cer- 
tain other  railroad  corporationa  were  consolidated  into  a 
new  corporation  known  aa  the  Metropolitan  Street  Railway 
Company,  which  thereupon  succeeded  to  the  rights  of  the 
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Houston,  West  Street  and  Pavonia  Ferry  Railroad  Com- 
pany under  the  lease  dated  April  25,  1893.  Recently,  by 
foreclosure  and  sale  and  transfers,  the  rights  of  the  Hoas- 
ton,  West  Street  and  Pavonia  Ferry  Railroad  Company 
under  the  lease  passed  to  the  Kew  York  Railways  Company 
which  now  operates  the  railroad  of  the  Twenty-third  Street 
Railway  Company.  The  New  York  Railways  Company  is 
a  reorganization  of  the  Metropolitan  Street  Railway  Com- 
pany. Pending  the  reorganization,  the  road  was  operated 
by  the  receivers  of  the  Metropolitan  Street  Railway  Com- 
pany. 

Change  op  Motive  Power. 

In  October,  1892,  The  Broadway  and  Seventh  Avenue 
Railroad  Company  had  acquired  a  franchise  to  extend  its 
line  from  Broadway  and  Twenty-third  street  easterly  through 
Twenty-third  street  to  Lexington  avenue,  and  thence  north- 
erly on  Lexington  avenue.  In  May,  1894,  that  company 
and  the  Metropolitan  Street  Railway  Company,  its  lessee, 
applied  to  the  Board  of  Railroad  CommissionerB  for  the 
approval  of  the  use  of  cable  power  upon  that  extension.  The 
application  was  granted  by  Order  of  July  5,  1894. 

In  April  of  the  following  year,  1895,  the  Twenty-third 
Street  Railway  Company  and  the  Metropolitan  Street  Rail- 
way Company,  its  lessee,  made  application  to  the  Board  of 
Railroad  Commissioners  for  permission  to  change  the  motive 
power  from  horses  to  cable  traction  on  the  railroad  in 
Twenty-third  street  between  the  North  River  and  the  Bast 
River.  The  application  was  granted  by  Order  of  May  1, 1895. 
The  Order  recited  that  the  necessary  consents  of  property 
owners  had  been  obtained. 

The  Metropolitan  Street  Railway  Company  began  the  con- 
struction of  a  cable  road  in  Twenty-third  street,  but  the 
actual  work  done  seems  to  have  been  confined  principally 
to  that  portion  of  Twenty-third  street  between  Broadway  and 
Lexington  avenue.  Inasmuch  as  joint  operation  was  contem- 
plated in  that  portion  of  Twenty-third  street  between  Broad- 
way and  Lexington  avenue,  the  Metropolitan  Street  Railway 
Company  placed  in  the  street  between  those  points  yokes 
'"  '  ■■■■"■■■  " ,>'^ 
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of  sufficient  width  to  receive  the  tracks  and  cables  of  both 
the  Twenty-third  Street  Railway  Company  and  The  Broad- 
way and  Seventh  Avenue  Railroad  Companj.  At  that  time, 
experiments  with  operation  by  underground  currents  of 
electricity  were  being  made,  and  the  work  waa  done  in  such 
a  way  that  the  structure  could  be  adapted  to  the  use  of 
either  cable  power  or  underground  current  of  electricity- 
Tracks  and  cables  tor  the  use  of  The  Broadway  and  Sev- 
enth Avenue  Railroad  Company's  line  were  actually  put 
down  and- installed,  and  caps  were  operated  by  cable  over 
that  company's  route  up  Broadway  to  Twenty-third  street, 
through  Twenty-tliird  street  to  Lexington  avenue,  and  thence 
up  LexiDgton  avenue.  Tracks  and  cables  for  the  use  of  the 
Twenty-third  Street  Railway  Company  were  not  put  down 
and  installed  for  tlie  reason  that  that  line  never  was  com- 
pleted for  the  use  of  cable  traction. 

In  January,  1896,  the  Metropolitan  Street  Railway  Com- 
pany and  the  Twenty-third  Street  Railway  Company  pro- 
cured from  the  Board  of  Railroad  Commissioners  an  Order 
granting  permission  to  change  the  motive  power  on  Twenty- 
third  street  I>etweeii  the  North  River  and  the  East  River 
from  horses  to  an  underground  current  of  electricity.  The 
Order  recited  that  the  necessaiy  consents  of  property  owners 
had  been  pocured.  Thereafter,  the  Metropolitan  Street  Bail- 
way  Company  procured  the  necessary  municipal  permits  and 
equipped  the  line  for  operation  by  underground  current  of 
electricity.  The  Order  of  the  Board  of  Railroad  Commis- 
sioners, the  consents  of  property  owners,  and  the  permits 
of  the  local  municipal  authorities  all  were  procured  in  the 
name  of  the  Twenty-third  Street  Railway  Company. 

Cost  of  Electrification. 

In  electrifying  that  part  of  the  line  between  Broadway 
and  Lexington  avenue,  the  Metropolitan  company  made  use 
of  the  yokes  and  conduits  that  bad  been  put  down  in  con- 
nection witli  the  proposed  cable  operation.  On  the  bearing, 
there  was  some  testimony  to  the  effect  that  one-half  the 
cost  of  putting  down  those  yokes  and  conduits  was  charged 
to  The  Broadway  and  Seventh  Avenue  Railroad  Company, 
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or  to  The  Forty-aecond  Street  and  Grand  Street  Ferry  Bail- 
road  Company,  and  that  only  oiie-lialf  the  cost  was  charged 
to  the  Twenty-third  Street  Railway  Company.  However, 
the  testimony  on  this  point  is  not  entirely  clear.  With  this 
possible  exception,  the  entire  cost  of  electrification  on 
Twenty-third  street  from  river  to  river  seems  to  have  been 
charged  to  the  Twenty-third  Street  company  by  the  Met- 
ropolitan company,  at  least  large  sums  were  charged  against 
the  former  company  from  time  to  time.  On  June  27,  1907, 
just  four  days  before  the  Public  Service  Commission  took 
office,  the  officers  of  the  Twenty-third  Street  company  "at 
the  request  of  the  Metropolitan  Street  Railway  Company" 
executed  a  promissory  note  dated  April  30,  1907,  and  read- 
ing as  follows  (see  petition)  : — 

"12,204,929.92/100  April  30,  1907. 

"FOR  VALUE  RECEIVED,  we  promise  to  pay  to  The 
Mercantile  Trust  Company,  or  order,  on  July  1,  1910, 
at  the  office  of  said  Trust  Company  in  the  City  of  New 
York,  the  sum  of  Twenty-two  hundred  &  four  thousand 
nine  hundred  &  twenty-nine  &  92/100  dollars,  with  in- 
terest thereon  from  July  1,  1907,  at  the  rate  of  five  per 
cent,  per  annum,  payable  semi-annually  on  each  July 
first  and  January  first  thereafter. 

"Twenty-third  Street  Railway  Company^ 
"By 

"H.  H.  Vreeland,  President, 
(Seal)  "Charles  E.  Warren,  Treasurer." 

The  resolution  adopted  at  a  special  meeting  of  the  board 
of  directors  upon  the  same  day  reads  (see  Bill  of  Complaint 
in  Demurrer  Book  in  the  Matter  of  the  Twenty-third  Street 
Ry.  Co.,  Complainant,  v.  Metropolitan  St.  Ry.  Co.,  etc..  De- 
fendants) : 

"Resolved,  that  on  the  cancellation  of  all  existing 
notes  representing  said  advances  this  company  issue  and 
deliver  to  the  Metropolitan  Street  Railway  Company  in 
accordance  with  tlie  obligation  assumed  by  this  com- 
pany in  the  lease  of  its  property  and  franchises,  bear- 
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ing  date  April  25,  1893,  to  HoustoD,  West  Street  and 
Pavonia  Ferry  Bailroad  Companj,  to  all  the  rights 
and  obligations  of  which  the  Metropolitan  Street  Rail- 
way Company  has  succeeded,  its  promissory  note  or 
notes  payable  to  the  Mercantile  Trust  Company  for  the 
said  amount  of  f2,204,929.92,  payable  July  1,  1910,  at 
the  office  of  The  Mercantile  Trust  Company,  bearing 
interest  from  July  1,  1907,  at  the  rate  of  5  per  cent 
per  annum,  payable  semi-annually  on  each  January 
first  and  July  first  thereafter." 

■    The  provisions  of  the  lease  referred  to  in  this  resolution 
are  doubtless  the  following: 

"But  it  is  expressly  understood  and  agreed  that  the 
party  of  the  s^ond  part  shall  not  by  this  lease  acquire* 
any  authority  to  add,  without  the  consent  of  the  party 
of  the  first  part  first  had  and  obtained,  to  the  funded 
debt  of  the  party  of  the  first  part,  except  for  betterments, 
changes  of  motive  power,  extensions  or  branches,  upon 
liens  subsequent  to  those  assumed  by  this  lease,  or  in 
any  way  to  incur  for  the  par^  of  the  first  part  any 
additional  obligations  except  such  as  occur  in  the  or- 
dinary operation  of  the  business  of  the  demised  rail- 
road and  property. 

"Whenever  it  shall  be  deemed  by  the  party  of  the 
second  part  expedient  to  extend  the  line  or  lines  of  the 
railroad  hereby  demised,  or  to  acquire  additional  real 
-  estate,  or  to  construct  additional  buildings  for  the  op- 
eration of  said  railroad,  or  to  make  betterments  on  said 
railroad  for  change  of  motive  power  or  otherwise,  then 
upon  request  of  the  party  of  the  second  part  the  party 
of  the  first  part  shall  authorize,  execute  and  deliver  to 
the  party  of  the  second  part  the  negotiable  bonds  of  the 
party  of  the  first  part,  in  the  usual  form,  for  the  amounts 
the  expenditure  of  which  shall  be  required  for  such  ex- 
tension, acquisition,  construction  or  change;  and  upon 
the  like  request,  the  party  of  tlie  first  part  shall  secure 
such  bonds  by  a  mortgage  or  mortgages  upon  all  its  prop- 
erty and  franchises. 
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APPI,.  of  TWENTY-TIIIBD  STREET  By.   CO.  503 

"The  proceeds  of  the  obligations  so  issued  shall  be 
applied  solely  to  tlie  betterments  for  which  the  same 
are  issued,  and  the  principal  and  interest  thereof  shall 
be  included  among  the  obligations  which  the  party  of  the 
second  part  shall  provide  for  and  pay  under  the  pro- 
risions  of  this  lease." 

Natube  op  Peesbnt  AppCioation. 

Lest  one  infer  that  the  action  taken  upon  June  27,  1907, 
represents  a  settlement  between  two  distinct  parties,  each 
naturally  guarding  its  own  interests,  it  should  be  stated  that 
upoD  that  date,  indeed  from  1896  until  the  Metropolitan 
company  went  into  the  hands  of  receivers  in  the  fail  of  1907, 
most  of  the  directors  and  officers  of  the  Twenty-third  Street 
company  were  directors  of  the  Metropolitan  company.  The 
receivership  period  resulted  in  the  election  of  a  new  set  of 
directors  aAd  new  officers  by  the  Twenty-third  Street  com- 
pany, and  the  bringing  of  a  suit  in  equity  in  the  United 
States  District  Court  for  the  cancellation  of  the  note  on 
substantially  two  grounds:  (1)  That  the  officers  of  the  cor- 
poration who  made  the  note  had  no  authority  to  make  the 
note;  and  (2)  that  there  had  been  included  in  the  items 
charged  against  the  Twenty-third  Street  Railway  Company 
amounts  which  were  not  properly  capital  charge.  The  Mer- 
cantile Trust  Company  filed  a  cross-bill  in  said  suit  de- 
manding judgment  for  the  face  of  the  note  and  interest  from 
Its  date.  The  defendants  claimed  to  be  able  to  identify  ex- 
penditores  upon  the  properties  of  the  Twenty-third  Street 
Railway  Company  as  proper  capital  charges  of  over  {1,750,- 
000,  but  I  do  not  understand  that  either  party  asserts  that 
12,200,000  were  spent  upon  Twenty-third  street  alone.  How- 
ever, before  the  case  was  called  for  trial,  a  settlement  was 
agreed  upon,  according  to  which  the  Twenty-third  Street 
Railway  Company  would  issue  50-year,  five  per  cent,  bonds 
to  the  amount  of  $1,500,000,  "provided  the  consent  and  ap- 
proval of  this  Commission  is  had"  (see  petition),  it  being 
agreed  that  that  amount  was  the  amount  for  which  the  note 
should  be  held  a  valid  obligation  of  the  Twenty-third  Street 
Railroad  Company  and  these  bonds  to  be  issued  to  refund 
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such  obligation.  Upoa  their  issuance  they  are  to  go  to  the 
holders  of  the  note  in  lieu  of  said  note,  which  is  to  he  de- 
livered up  and  cancelled"  {see  brief  of  counsel  for  New 
York  Railways  Company).  The  companies  have  agreed  that 
the  bonds  shall  be  dated  January  1,  1912,  and  due  fifty  years 
from  that  date,  with  interest  at  five  per  cent,  per  annum. 
If  tlie  bonds  are  issued  and  delivered  they  will  fall  under 
the  covenants  of  the  lease  of  April  2o,  1893,  which  provide 
for  the  assumption  by  tlie  lessee  of  the  debts  and  liabilities 
of  the  lessor. 

JuHisiacTioN  OF  Commission. 

The  present  application  is  made  under  Section  35  of  the 
Public  Service  Commissions  Law  for  the  purpose  of  pro- 
curing an  Order  from  the  Commission  authorizing  the  issu- 
ance of  such  bonds.  Under  that  section,  a  common  carrier, 
railroad  corporation  or  street  railroad  corporation  may  is- 
sue stocks,  bonds,  notes  or  other  evidence  of  indebtedness 
payable  at  periods  of  more  than  twelve  months  after  the 
date  thereof  when  necessary  for  the  acquisition  of  property, 
the  construction,  completiou,  extension  or  improvement  of 
its  facilities,  or  for  the  improvement  or  maintenance  of  its 
service,  or  for  the  discharge  or  lawful  refunding  of  its  ob- 
ligations, "provided  and  not  otherwise  that  there  shall  have 
been  secured*  from  the  proper  commission  an  Order  author- 
izing such  issue,  and  the  amount  thereof,  and  stating  the 
purposes  to  which  the  issue  or  proceeds  thereof  are  to  l>e 
.  applied,  and  that  in  the  opinion  of  the  commission,  the  money, 
property  or  labor  to  he  procured  or  paid  for  by  the  issue  of 
such  stock,  bonds,  notes  or  other  evidence  of  indebtednes.-^ 
is  or  has  been  reasonably  required  for  the  purposes  specified 
in  the  Order,  and  that,  except  as  otherwise  permitted  in  the 
Order  in  the  rase  of  bonds,  notes,  and  other  evidence  of  in- 
debtedness, such  purposes  are  not,  in  whole  or  in  part,  rea- 
sonably chargeable  to  operating  expenses  or  to  Income." 

The  claim  Is  made  by  counsel  for  the  New  York  Railways 
Company  and  by  counsel  for  the  Twenty-third  Street  Rail- 
way Company  that  the  Commission  must  grant  the  applica- 
tion; that,  if  Section  55  of  the  Public  Service  Commissions 
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I^w  should  be  construed  as  authorizing  the  CommisBion 
to  deny  the  application,  that  section  would  be  unconstitu- 
tional as  impairing  the  obligation  of  a  contract,  to  wit,  the 
lease  of  April  25, 1893.  This  proposition  cannot  be  sustained. 
The  lease  it  is  true,  provided  for  the  issuance  of  bonds  by 
the  Twenty-tliird  Street  Railway  Company  upon  request 
of  the  lessee,  but  apparently  the  Metropolitan  Street 
Railway  Company  never  asked  for  the  issuance  of 
any  bonds.  On  the  contrary,  it  seems-  to  have  asked 
for  a  promissory  note.  At  all  events,  it  received  and 
accepted  a  promissory  note,  and  its  successor,  the  New  York 
Railways  Company,  still  contends  that  the  note  is  a  valid 
and  subsisting  obligation  of  the  Twenty-third  Street  Bail- 
way  Company.  In  these  circumstances,  it  seems  clear  that 
the  obligation  contained  in  the  lease  of  April  25,  1893,  was 
satisfied  by  the  tender  and  acceptance  of  the  promissory 
note.  It  follows  that  there  is  in  this  case  no  question  of  the 
impairment  of  any  obligation  contained  in  the  lease.  The 
present  application  is,  therefore,  purely  and  simply  an  appli- 
cation for  authority  to  issue  bonds  for  the  purpose  of  re- 
funding an  obligation,  namely,  the  amount  dne  on  the  note, 
which,  it  has  been  agreed,  is  f  1,500,000 ;  and  the  application 
must  be  considered  on  its  merits. 

The  case  of  People  ex  rel.  ftinghamton  lAght,  Heat  d  Power 
Company  v.  Public  Service  Commission  for  the  Second  Dis- 
trict (203  N.  Y.  7)  is  in  point.  The  relator  in  that  ease,  an 
electrical  corporation,  prior  to  the  establishment  of  the  Pub- 
lic Service  Commission,  had  issued  f650,000,  par  value,  of 
stock  and  f500,000  of  bonds.  On  February  17,  1909,  the  re- 
lator applied  to  tlie  Public  Service  Commission  for  the  Second 
District  for  approval  of  a  proposed  issue  of  |50,000  of  ad- 
ditional stock  and  |680,000  of  bonds,  the  intention  being  to 
use  f500,000  of  the  new  bonds  to  retire  the  bonds  then  out- 
standing, of  an  equal  amount,  and  to  use  the  proceeds  of  the 
remaining  |180,000  of  bonds  and  of  the  proposed  stock  to 
discharge  promissory  notes  amounting  to  |158,000  and  as 
much  as  possible  of  the  company's  floating  indebtedness  then 
amounting  to  f86,315.76. 
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The  Commisaion  made  an  Order  autlLOrizmg  an  issue  of 
bonds  sufficient  to  yield  $158,000,  to  be  used  to  pay  the  in- 
debtedness represented  b;  the  notes  mentioned.  But,  aa 
these  expenditures  had  been  made,  in  whole  or  in  part,  for 
the  renewal  or  replacement  of  old  and  obsolete  plant,  the 
Commission  imposed  the  condition  that  the  capital  stock 
should  be  reduced  bj  flOO,000,  and  that  sum  credited  to 
fixed  capital. 

The  relator  then  instituted  proceedings  in  certiorari  to 
review  this  decision,  but  the  decision  was  duly  affirmed  by 
the  Appellate  Division  in  the  Third  Department,  and  au 
appeal  was  taken  by  the  relator  to  the  Court  of  Appeals.  In 
the  unanimous  opinion  of  the  Court  of  Appeals  (the  opinion 
being  written  by  Judge  Chase),  it  was  held  that,  under  Sec- 
tion 69  of  the  Public  Service  Commissions  Law,  even  be- 
fore the  amendment  of  1910,  it  was  not  allowable  for  the 
Commission  to  approve  the  issuance  of  securities  for  the 
discharge  or  refunding  of  indebtedness  incurred  for  renewal 
or  replacements  of  property  or  for  the  payment  of  operating 
or  other  charges  which  ought  to  be  paid  out  of  income.  The 
Court  said : 

"The  question  as  to  what  expenditures  are  a  proper 
basis  for  permanent  capitalization  is  an  important  one, 
always  a  proper  and  necessary  subject  for  consideration, 
not  alone  by  the  directors  of  a  corporation,  but  by  any 
commission  that  has  authority  to  grant  or  withhold  its 
consent  to  the  issue  of  new  stock  or  bonds  which  are 
to  become  a  part  of  the  corporation's  permanent  capi- 
talisation. 

"Wholly  apart  from  the  claim  of  the  commission  that 
tliis  case  must  be  determined  upon  the  statute  as  it  dow 
exists,  and  assuming  for  the  purpose  of  what  we  are 
here  saying  that  the  relator  is  right  in  claiming  that  this 
api>cal  must  be  determined  upon  the  statute  as  it  ex- 
isted on  the  day  when  the  original  petition  herein  was 
filed,  we  are  nevertheless  of  the  opinion  that  it  was  the 
duty  of  the  Commission  to  determine  whether  the  stock 
and  bonds  proposed  by  the  relator  were  to  secure  money 
to  pay  floating  indebtedness  incurred  in  the  ordinary 
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miming  expenses  of  the  corporation. 

"It  is  said  by  the  relator  tliat  the  Public  Service  Com- 
miasionB  Law  as  it  existed  in  1909  did  not  make  any 
distinction  between  expenditures  for  operating  purposes 
and  expenditures  for  permanent  improTements,  but  pro- 
vided generally  for  the  issue  of  stocks,  bonds,  notes  or 
other  evidence  of  indebtedness  payable  at  periods  of 
more  than  twelve  months  after  the  date  thereof  'when 
necessary  for  the  acguisition  of  property,  the  construc- 
tion, completion,  extension' or  improvement  of  its  plant 
or  distributing  system,  or  for  the  improvement  or  main- 
tenance of  its  service  or  for  the  discharge  or  lawful  re- 
funding of  its  obligationa.' 

"Omitting  from  that  part  of  the  statute  just  quoted 
the  words  in  italics  it  would  then  clearly  refer  to  the 
permanent  improvement  of  the  plant  or  distributing 
system,  and  not  to  mere  renewals  or  replacements.  The 
words  in  italics,  although  of  broader  meaning  than  those 
not  in  italics,  should  be  construed  in  connection  with 
them,  and  in  view  of  one  of  the  paramount  purposes  of 
the  legislature  in  establishing  the  commissions,  which 
waB  to  protect  and  enforce  the  rights  of  the  public. 
The  contention  of  the  relator  would  enable  any  cor- 
poration to  pay  for  labor,  fuel  and  other  supplies  con- 
stituting the  most  ordinary  of  all  operating  expenses 
by  obligations  extending  less  than  twelve  months  and 
then  apply  from  time  to  time  to  the  commission  for 
authority  to  issue  stock  or  bonds  for  the  payment  of 
such  obligations  and  insist  upon  the  same  as  a  matter 
of  right,  without  limit. 

"It  will  not  be  denied  that  fuel  and  such  other  ma- 
terials as  are  consumed  from  day  to  day  and  the  labor 
incurred  in  daily  maintenance  should  be  paid  for  from 
the  earnioga  of  the  corporation  as  a  part  of  its  running 
expenses  prior  to  the  payment  of  interest  upon  bonds 
or  dividends  upon  capital  stock.  A  reasonable  consid- 
eration of  the  interests  of  a  corporation  and  the  ultimate 
good  of  its  stock  and  bondholders,  and  a  regard  for  the 
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investing  pnblic  and  that  fair  dealing  wliicli  should  be  ob- 
served in  all  business  transactions,  reciuire  that  luacliinps 
and  tools  paid  for  and  charged  to  capital  account  but 
which  necessarily  beconie  obsolete  or  wholly  worn  out 
within  a  period  of  years  after  the  same  are  purchased 
or  installed,  should  be  renewed  or  replaced  by  setting 
aside  from  time  to  time  an  adequate  amount  in  the  na- 
ture of  a  sinking  fund  or  that  hj  some  other  system  of 
financing  the  corporation,  put  upon  the  purchaser  from 
the  corporation  the  expense  not  alone  of  the  daily  main- 
tenance of  the  plant  bnt  a  just  proportion  of  the  ex- 
pense of  renewing  and  replacing  that  part  of  the  plant 
which  although  not  daily  consumed  must  necessarily 
be  practically  consumed  within  a  given  time.  If  that 
is  not  done  and  renewals  and  replacements  are  con- 
tinually added  to  the  capital  account  the  capital  ac- 
count must  necessarily  become  more  and  more  out  of 
proportion  to  the  real  value  of  the  property  of  the  cor- 
poration." 
Under  this  decision  of  the  Court  of  Appeals,  it  is  incumlwnt 
npon  the  Commission,  before  approving  the  issue  of  bonds: 

(1)  To  ascertain  the  purposes  for  which  the  expenditures 
were  made. 

(2)  To  determine  whether  all  represented  permanent  im- 
provements of  the  plant  or  renewals  and  replacements  of 
obsolete  or  worn-out  property. 

(3)  To  segregate  all  expenditures  for  maintenance,  re- 
newals and  replacements,  and  to  permit  the  capitalization 
of  only  such  expenditures  as  represent  permanent  improve- 
ments. 

Purposes  of  Expbnditukes. 

The  note  which  is  to  be  refunded  is  said  to  represent  the 
cost  of  electrification  of  the  Twenty-third  Street  line  from 
river  to  river.  But  an  exact,  complete  and  accurate  record 
of  actual  cost  is  lacking.  The  Twenty-third  Street  company 
and  the  New  York  Railways  Company  have  already  spent 
much  time  in  attempting  to  determine  from  the  records  avail- 
able what  amount  the  Metropolitan  company  {the  predeces- 
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HOP  of  the  New  York  Railways  Company)  actually  spent 
upon  the  Twenty-third  Street  line,  and  the  sum  of  $1,500,000 
was  accepted  by  the  Twenty-third  Street  company,  and  it 
agreed  to  issue  bonds  for  that  amount  upon  condition  that 
the  issuance  of  bonds  for  that  amount  should  be  approved 
by  the  Commission.  It  is  astounding  that  there  should  be 
such  lack  of  accurate  records  and  such  confusion  of  accounts 
as  appears  from  the  record  in  this  proceeding.  No  vouchers 
have  been  produced  showing  the  original  expenditures  and 
bearing  the  approval  and  endorsement  of  proper  officials. 
Apparently,  the  only  records  consist  of  general  entries  in 
a  few  books  and  a  limited  number  of  "cost  sheets."  Even  the 
original  ledgei^  and  journals  of  the  Metropolitan  company 
have  been  destroyed. 

In  its  petition,  the  Twenty-third  Street  company  says  that 
"it  has  not  operated  its  railroad  since  tlie  date  of  making 
its  lease  in  1893,  and  that  *  "  •  its  books  are  not  in 
such  shape  that  it  can  make  a  complete  statement  of  its  finan- 
cial condition"  as  required  by  the  rules  of  the  Commis-, 
sion,  and  that  it  "is  unable  to  submit  a  statement  of  the 
cost  of  existing  property  as  required  by  Rule  XIV  for  the 
reason  that  since  1893  the  company  has  not  kept  any  books 
of  account"  However,  considerable  light  is  thrown  upon 
certain  phases  of  the  question  by  such  records  as  are  avail- 
able. 

Tback  Ownbeship. 

The  first  point  to  be  noted  in  this  connection  is  that  the 
Twenty-third  Street  company  does  not  own  all  of  the  electric 
track  in  Twenty-third  street  from  river  to  river,  and  that,  if 
fl,500,000  is  the  cost  of  electrification  of  the  entire  line,  a 
smaller  amount  represents  the  property  owned  by  the  Twenty- 
third  Street  company.  Obviously,  any  expenditures  made 
by  the  Metropolitan  company  in  property  which  does  not 
belong  to  the  Twenty-third  Street  company  should  not  be 
charged  to  this  company. 

Notwithstanding  the  fact  that  one  of  the  original  tracks 
on  Twenty-third  street  between  First  avenue  and  Second 
avenue  admittedly  belonged  to  the  Second  Avenue  Railroad 
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Coiiipauj,  that  botli  the  original  tracks  between  First  avenue 
and  Avenue  A  adiuittedlj  belonged  to  The  Central  Park, 
North  and  Eat^t  River  Railroad  Company,  and  ttiat  both 
the  original  tracks  between  Broadway  aod  Fourth  avenue 
admittedly  belonged  to  The  Forty-second  Street  and  Grand 
Street  Ferry  Railroad  Company,  the  Twenty-third  Street 
Railway  Company  now  claims  that  it  owns  the  entire  double- 
track  railroad  in  Twenty-third  street  from  river  to  river. 
It  bases  this  claim  iii>on  the  fact  that  it  had  a  franchise 
through  the  entire  street,  that  at  the  time  the  road  was  elec- 
trified the  lines  of  all  the  companies  mentioned  were  under 
lease  to  the  Metropolitan  Street  Railway  Company,  that  ap- 
proval by  the  Hoard  of  Railroad  Commissioners  of  the  change 
of  motive  power,  the  consents  of  property  owners,  and  the 
necessary  permits  of  the  city  authorities  to  open  the  street 
for  the  purpose  of  electrifying  the  line,  all  were  procured 
in  the  name  of  the  Twenty-third  Street  Railway  Company, 
and  that  the  cost  of  electrifying  the  entire  line  was  charged 
to  the  Twenty-third  Street  Railway  Company.  These  facts 
are  interesting,  but  not  controlling,  particularly  in  view  of 
the  fact  that  the  Twenty-third  Street  Railway  Company  has 
included  in  its  proposed  mortgage  all  the  track  agreements 
with  other  companies  under  which  it  acquired  the  right  to 
operate  over  the  original  tracks  of  those  companies. 

Notice  of  the  <'laim  made  by  the  Twenty-third  Street  Rail- 
way Company  was  given  to  the  companies  mentioned  with  a 
view  to  ascertaining  their  position  in  the  matter.  The  Sec- 
ond Avenue  Railroad  Company  appeared  upon  the  hearing 
and  claimed  title  to  one  of  the  tracks  in  Twenty-third  street 
I)etween  First  and  Second  avenues;  The  Central  Park,  North 
and  East  River  Railroad  Company  (now  the  Belt  Line  Rail- 
way Corporation)  appeared  upon  the  hearing  and  claimed 
title  to  the  tracks  in  Twenty-third  street  between  First  ave- 
nue and  Avenue  A.  The  Forty-second  Street  and  Grand 
Street  Ferry  Railroad  Company  did  not  appear  upon  the 
hearing,  but  addressed  a  letter  to  the  Commission  stating, 
in  substance,  that  it  did  not  desire  in  this  proceeding  to  take 
any  position  either  one  way  or  the  other  on  the  qnestion  of 
track  ownership. 
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The  importance  of  a  determinatioQ  of  the  questioD  of  track 
ownership  is  illustrated  hy  the  fact  that  on  a  recent  appli- 
cation of  the  Mid-Crosstown  Railway  Company,  Inc.,  (suc- 
cesBor  of  the  Twentj-eiglith  and  Twenty-ninth  Streets  Cross- 
town  Railroad  Company)  for  authority  to  issue  securities 
that  company  claimed  to  own  all  the  tracks  in  Twenty-eighth 
and  Twenty-ninth  streets,  including  the  tracks  in  both  those 
streets  between  First  and  Second  avenues.  Ou  investigation 
the  Commission  found  that  tlie  tracks  in  those  streets  between 
First  and  Second  avenues  belonged  to  the  present  applicant, 
the  Twenty-third  Street  Railway  Company,  and  rejected  the 
claim  of  the  Mid-Crosatown  company  to  those  tracks.  On 
the  present  application  the  Twenty-third  Street  Railway 
Company  has  established  its  title  to  those  tracks,  and  the 
Commission  cannot  refuse  to  permit  this  company  to  use  the 
tracks  as  a  basis  of  its  capitalization.  If,  therefore,  the 
Commission  had  permitted  tlie  Mid-Crosstown  company  to 
use  these  same  tracks  as  a  basis  of  its  capitalization,  the  re- 
sult would  be  that  the  same  tracks  would  be  capitalized  twice 
by  two  different  companies. 

Similarly,  the  Belt  Line  Railway  Corporation  has  made 
an  application  in  which  it  claims  absolute  title  to  the  tracks 
and  conduits  in  Twenty-third  street  between  First  avenue 
and  Avenue  A  (Case  No.  1606),  and  this  Commission  has 
approved  an  issue  of  stock  and  bonds  upon  the  basis  of  its 
ownership  of  Ihese  tracks.  If  that  action  was  proper,  the 
Twenty-third  Street  company  may  not  capitalize  the  same 
tracks. 

The  question  of  track  ownership  most  be  determined,  there- 
fore, as  between  the  various  claimants,  any  one  of  which  may 
come  in  at  any  time  and  ask  for  authority  to  issue  securities 
on  the  basis  of  its  claim  to  ownership. 

The  mere  fact  that  at  the  time  the  tracks  in  Twenty-third 
■  street  were  electrified,  the  necessary  consents  and  permits 
were  procured  in  the  name  of  the  Twenty-third  Street  Rail- 
way Company,  and  that  the  total  cost  of  electrification  was 
charged  to  the  Twenty-third  Street  Railway  Company  by  its 
lessee,  the  M»(tropolitan  Street  Railway  Company,  is  not 
conclusive  on  the  question  of  ownership,  in  view  of  the  fact 
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that  at  tliat  time  the  lines  of  all  the  otlier  companies  men- 
tioned were  al^o  under  lease  to  the  Metropolitan  Street  Rail- 
way Company,  and  in  view  of  the  further  fact  that  the 
Twenty-third  Street  Railway  Company  has  included  in  its 
proposed  mortgage  the  contracts  under  which  it  originally 
acquired  the  right  to  operate  over  the  tracks  of  the  other 
companies,  thereby  recognizing  these  contracts  as  still  valid 
and  subsisting.  The  disputed  sections  of  track  above  men- 
tioned cannot  be  considered  as  belonging  to  the  Twenty-third 
Street  Railway  Company,  but  miist  be  considered  as  the 
property,  respectively,  of  the  Second  Avenue  Railroad  Com- 
pany, the  Belt  Line  Railway  Corporation  and  The  Forty- 
second  Street  and  <irand  Street  Ferry  Railroad  Company. 

With  tliese  exceptions  the  Twenty-third  Street  Railway 
Company  owns  all  the  tracks  in  Twenty-third  street  from 
river  to  river.  It  (iwns  also  the  single  horse-oar  track  in 
Twenty-eightli  street  between  First  and  Second  avenues  and 
the  single  horse-car  track  in  Twenty-ninth  street  between 
First  and  Second  avenues.  It  owns  also  certain  real  estate 
and  buildings  and  track  in  buildings. 

The  record  does  not  show  what  part  of  the  amount  of  the 
11,1)00,000  is  represented  by  property  belonging  to  other  com- 
panies, but,  if  it  be  apportioned  according  to  mileage,  the  net 
amount  attributable  to  the  Twenty-third  Street  company 
would  be  about  ?1,200,000. 

Permanent  Improvements  vs.  Renbwai,s. 

Whatever  may  have  been  the  assumed  cost  of  reconstruc- 
tion and  electrification,  it  is  necessary  to  determine  to  what 
extent  it  represents  permanent  improvements  and  to  what 
extent  renewals  and  replacements. 

The  Twenty-third  Street  company  originally  operated 
horse  cars,  and  upon  June  30,  1891,  before  its  lines  bad  been 
leased  or  electrification  begun,  its  assets  and  liabilities  were 
as  follows,  in  condensed  form: 
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Condensed  Balance  Sheet  as  of  June  30,  1891. 


Payment  to  city  for  franchise ?150,000.00 

Roadbed,  superstructure  and  rails 451,334.57 

Buildings  and  fixtures 254,866.93 

Horses  and  harness    106,513.96 

Cars    -. 94,650.00 

Investments 12,623.00 

Cash    72,585.50 

Bills  receivable  ' 35,000.00 

Supplies  and  sundries 6,587.28 

Total     11,184,161.24 

liabilities 

Capital  stock    1600,000.00 

Funded  debt  400,000.00 

"          "    —interest  accrued  6,666.66 

Open  accounts  and  sundries  63,247.23 

Arrears,  percentages  and  license  fees  (due  City) 

on  Bleecker  St.  line  56,635.32 

Surplus    57,612.03 

Total     11,184,161.24 

According  to  this  statement,  the  Twenty-third  Street  com- 
pany had  an  investment  of  about  |1,057,000  in  horse-car  track, 
cars,  horses,  harness,  land,  buildings,  fixtures,  and  franchise 
— practically  equivalent  to  the  par  value  of  the  stocks  and 
lK)nds  outstandiug,  viz.,  fl,000,000.  All  of  the  horses, 
harness  and  cars  have  disappeared ;  they  are  not  to  be  found 
in  the  present  inventories  of  the  property.  All  of  the  surface 
track  has  been  removed  except  two  short  stretches  in  28th 
and  29th  streets.  Mr.  Jewett,  the  engineer  of  the  New  York 
Railways  Company,  estimated  the  reproduction  cost  new 
of  these  tracks  to  be  |9,000.  The  estimate  of  Mr.  Wilder,  tlie 
Commission's  engineer,  is  about  ?10,700.  The  buildings  and 
fixtures  have  been  changed,  but  the  franchise  is  still  in  force. 
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Although  it  is  not  possible  to  determine  with  absolute 
certainty  from  the  record  in  this  case  exactly  what  property, 
which  was  in  existence  in  1891,  is  still  in  use,  it  can  be  done 
within  certain  limits.  Mr.  Jewett  and  Mr.  Wilder  have  pre- 
pared inventories  and  appraisals  of  the  existing  property, 
and  it  is  obvious  that  a  comparison  of  their  testimony  with 
the  balance  sheet  of  1891  will  show  to  what  extent  the  old 
still  exists  or  has  disappeared  from  service.  As  electrifica- 
tion did  not  begin  until  1897,  and  as  consents  for  this  work 
were  not  obtained  from  the  Railroad  Commission  and  prop- 
erty owners  until  after  1891,  one  may  eliminate  from  con- 
sideration at  once  all  electric  conduit  track  ducts,  manholes, 
cables,  feeders,  side  tracking,  removal  of  obstructions,  paving 
over  obstructions,  building  equipment  and  everything  else 
connected  with  electrification.  (For  details  and  segrega- 
tion of  these  various  items,  see  Tables  I  and  II,  inp-a.)  The 
only  other  items  of  importance  are  land,  buildings  -and  the 
surface  track  in  28th  and  29th  streets.  The  estimates  of 
such  as  were  in  existence  in  1891  are  as  follows; 

Cost  to  reproduce  Present 

new  value 

Jevxtt  Wilder  Wilder 

BaUdings    f  »30,146  *8,755 

<  165,780 

Real  estate  |  68,369  68,369 

Surface  track 9,000  14,090  10,714 

Total    $74,780        |112,605        $87,838 

Of  course  it  is  possible  that  some  of  the  material  from 
the  old  horse-car  track  may  have  been  utilized,  but  if  |100, 
000  be  taken  as  the  fair  value  of  the  property  not  displaced, 
the  company  will  certainly  be  generously  treated. 

The  only  intangible  items  which  may  have  come  down  from 
the  period  prior  to  1891  are  represented  by  the  cost  of  the 
franchise  and  of  organization  of  the  company.  Even  the  con- 
sents of  the  Railroad  Commission  and  the  property  owners 
for  the  construction  of  an  electric  line  were  obtained' after 
1891  and  appear  in  the  cost  of  electrification.    The  consents 
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for  horse-car  operation  became  as  useless  as  the  Bystem  it- 
self when  electricity  was  substituted  for  horses.  The  amount 
paid  to  the  city  for  the  franchise  ,is  definitely  known  to  be 
f  150,000,  but  there  is  no  record  of  the  actual  amount  spent 
in  organizing  th.e  company. 

In  his  estimate  of  reproduction  cost  new,  Mr.  Jewett  in- 
cluded 1100,000  for  "organization  and  development,"  but 
produced  no  records  of  actual  cost  for  any  part  of  it.  It 
was  admitted  to  be  a  pure  estimate,  and  no  details  were 
(riven.  The  Twenty-third  Street  company  is  a  small  com- 
pany; its  tine  is  very  short,  about  five  mites  in  length.  I 
cannot  see  how  a  company  with  such  a  small  line  could 
have  spent  flOO,000  legitimately  for  organization  expenses, 
and  in  other  directions  connected  with  the  initiation  of  the 
company  which  is  not  now  operating.  Certainly,  one-half  that 
sum  would  be  considered  a  generous  allowance. 

If  all  of  the  physical  property  of  the  Twenty-third  Street 
company  which  it  owned  in  1891  lias  disappeared  except 
that  which  has  a  present  value  of  {100,000,  and,  if  the  only 
intangible  items  which  remain  amount  to  (200,000,  it  is 
evident  that  there  has  been  a  shrinkage  in  such  assets  from 
»1,057,000  to  ¥300,000— a  loss  of  f750,000,  or  certainly  not 
less  than  f700,000.  When  the  electric  conduit  line  was  built,, 
therefore,  the  cost  represented  replacements  to  the  extent  of 
1700,000  to  1750,000. 

The  accounting  systems  prescribed  by  the  Interstate  Com- 
merce Commission,  the  two  Public  Service  Commissions  of 
this  state  and  those  of  other  states,  require  that  when  any 
property  is  withdrawn  from  service,  whether  abandoned  or 
replaced,  the  original  cost  of  such  property  shall  be  credited 
to  a  capital  account  and  the  cost  of  property  which  replaces 
the  old  charged  to  a  capital  account.  In  no  case  is  it  legiti- 
mate to  permit  the  cost  of  the  old  to  remain,  and  to  add  to 
it  the  cost  of  the  new.  The  Twenty-third  Street  company 
should  have  written  off  |750,000,  or  whatever  the  amount 
actually  was,  by  charging  that  amount  to  a  reserve  fund. 
It  clearly  was  improper  to  increase  its  liabilities  by  issuing 
a  note  for  over  {2,200,000,  without  writing  off  anything  to 
represent  the  property  displaced. 
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Further,  the  money  obtained  from  the  sale  of  horses,  cars, 
harness,  and  materiaLs  displaced  should  hav6  been  deducted 
trom  the  total  cost  or  credited  to  capital,  but  there  ia  no 
evidence  to  show  that  there  was  any  such  settlement  or  entry 
on  the  books  of  Twenty-third  Street  company.  In  1891, 
the  cars,  horses  and  harness  stood  on  the  books  at  over 
1200,000. 

The  Twenty-third  Street  company  cannot  plead  lack  of 
adequate  income  from  which  to  accumulate  a  depreciation 
fund  of  1750,000  for,  regardless  of  what  it  earned  prior  to 
1893,  the  company  has  now  for  nearly  20  years  received 
annually  18  per  cent,  upon  the  par  value  of  the  stock,  under 
the  lease  of  1893.  Within  this  period  it  could  easily  have 
accumulated  f750,000  or  |1,000,000,  and  Still  have  paid  10 
per  cent,  or  more  upon  its  capital  stock  every  year. 

Rephouuction  Cost  Nevf. 

There  is  still  another  method  of  determining  to  what  ex- 
tent bonds  should  be  authorized,  viz.,  by  comparing  assets 
with  liabilities.  Ordinarily,  a  beginning  is  made  with  a  de- 
termination of  the  actual  original  cost;  but,  as  already 
pointed  out,  there  are  no  accurate  and  complete  records  of 
actual  cost.  Mr.  Jewett  and  Mr.  Wilder  have  had  access 
to  such  records  as  there  are,  but  each  has  been  obliged  to 
depend  largely  upon  estimates.  Mr.  Jewett's  estimate  of  the 
present  cost  to  reproduce  the  entire  property  new  is  ap- 
proximately |!1,960,000  (see  Table  I). 

Table  I — Company's  Estimate  of  Cost-to-Kbprodidcb-New. 

1.  "Original  cost"   |1,015,799 

2.  "Commissions" — (Contractor's  profit    (lO^fc) .        101,580 

3.  "Field  cost"  f  1,117,379 

4.  (a)   "Office  engineering"    1     % 

(b)   "City  inspection"    Wi% 

(i;)  "Yard  rentals,  etc."    1     % 

(d)  "Interest" 9     % 

(p)   "Legal  Rprvices,  consents,  insurance 
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and  damages"   10     % 

221/2  9fc  ?251,410 

5.     "Full  cost"  $1,368,789 

G.     Increase  in  prices  of  labor  and  materials  from 

1898  to  present    (15%)    152,370 

7.  (a)  Ducts  $98,134 

(b)  Cables 54,678 

(c)  Track  in  buildings 15,127 

(d)  Real  estate 52,500 

(f)  Buildings  50,734 

(g)  Surface  track 9,000  280,173 

8.  Total  of  above  items $1,801,332 

9.  Tracks  removed 90,000 

10.  Net  amoont $1,711,332 

11.  "Franchise" 150,000 

12.  "Organization  and  development"   100,000 

13.  Total  reproduction  cost  to  present $1,961,332 

Table  II — BEPBonucTiON  Cost  of  Pbopbbty — New  Estimate 
OF  Commission's  Engineers. 

1.  Buildings  and  structures  $79,770 

2.  Building  equipment 4,281 

3.  Straight  conduit  track    ^3,036 

4.  Extra  allowance  for  double-slot  construction.  8,133 

5.  Special  work,  conduit  track 116,666 

6.  Excavation,  conduit  track 68,042 

7.  Ducts  and  manholes 113,493 

8.  Distribution  system  82,380 

9.'    Paving,  conduit  track 67,850 

10.  Removal  of  obstructions 73,689 

11.  Paving  over  obstructions 36,755 

12.  Side  tracking 51,639 

13.  Paving,  surface  track 5,718 

14.  Straight  surface  track 4,070 
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15.  Special  work  surface  track 4,302 

16.  Real  estate 68,369 

Total    11,038,193 

Mr.  Wilder'H  estimate  of  |1,038,000  is  summarized  in  Table 
II.  It  does  not  cover  all  of  the  items  included  by  Mr.  Jewett, 
such  as  cost  of  franchises,  interest  and  taxes  during  con- 
struction, property  owners'  consents,  and  organization  ex- 
penses. Eliminating  these  items  from  Mr.  Jewett'a  estimate, 
the  net  difference  between  the  two  appraisals  is  found  to  he 
approximately  f500,000.  The  principal  difference  lies  In 
the  fact  that  Mr.  Jewett  has  appraised  all  of  the  property 
in  23d  street  between  the  North  and  East  rivers.  Mr. 
Wilder's  appraisal  includes  only  property  of  the  Twenty- 
third  Street  company,  and  omits  the  stretches  of  track 
which,  in  our  opinion,  are  the  property  of  other  companies. 
The  other  important  differences  relate  principally  to  work 
of  which  there  is  no  record.  Upon  such  items,  it  is  apparent 
that  there  may  be  great  difference  of  opinion  of  engineers, 
and  it  is  difficult  to  determine  which  is  the  more  nearly 
correct.  While  some  allowance  will  be  made  for  these  un- 
certainties, it  should  be  understood  that  any  company  which 
does  not  keep  its  records  in  proper  shape  cannot  expect  a 
public  body  to  approve  appraisals  and  estimates  which  ap- 
pear extravagant,  have  no  foundation  except  the  opinion  of 
an  engineer  employed  by  the  company,  and  which  are  not 
approved  and  confirmed  by  the  opinions  and  investigations 
of  the  engineers  of  the  Commission. 

Omitting  cost  of  franchises,  interest  and  taxes  during  con- 
struction, property  owners'  consents,  legal  expenses  and 
organization  expenses  for  later  consideration,  fl,100,000 
fairly  represents,  in  our  opinion,  the  cost  of  construction  of 
the  physical  property  of  the  company. 

The  amount  to  be  allowed  for  the  franchise  is  definite — 
1150,000. 

The  cost  of  consents  for  electrification  from  the  Railroad 
Commission  and  abutting  property  owners  is  unknown,  and 
Mr.  Jewett  gives  no  separate  estimate,  but  attributes  |55,ftft0 
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to  "consents  and  legal  expenses."  Upon  the  basis  of. actual 
cost  on  Columbus  and  Lexington  avenues  and  the  allow- 
ances in  previous  decisions  of  the  Commission,  the  cost  oa 
23d  street  would  not  exceed  |25,()U0,  including  a  reasonable 
allowance  for  attorney's  fees  in  connection  therewith. 

Metropolitan  St.  Ry.  Co.  ReorganizatioUj  3  P.  8.  C.  K.  [1st 
Dist.  N.  Y.]  113. 

Application  of  Mid-Croastown  Ry.  Co.,  3  P.  S.  C.  R.  [lat 
Dist.  N.  Y.]  416. 

The  allowance  for  organization  expenses  and  other  items 
connected  with  the  establishment  of  the  company  has  already 
been  considered  and  fixed  at  f50,000. 

Mr.  Jewett  has  also  included  $55,000  in  his  estimates  for 
insurance  and  damages  during  electrification — another  item 
without  any  supporting  data.  It  seems  too  high;  f35,000 
is  considered  ample. 

Interest  and  taxes  during  construction  were  computed  by 
Mr.  Jewett  at  about  fl00,000,  upon  the  basis  of  a  two-year 
construction  period.  The  actual  time  from  the  beginning 
of  work  until  cars  were  running  was  about  one  year  and 
seven  months.  Following  the  method  adopted  by  the  Com- 
mission in  previous  decisions,  interest  and  taxes  would 
amount  to  about  |80,000. 

2nd  Reorganization  Plan  of  3rd  Ave.  R.  R.  (Jo.,  2  P.  8. 
C.  B.  [1st  Dist.  N.  Y.]  347. 

Metropolitan  St.  Ry.  Co.  Reorganization,  3  P.  S.  C.  R. 
[l8t  Dist.  N.  Y.]  113. 

Application  of  Mid-Crosstoion  Ry.  Co.,  3  P.  S.  C.  B.  [1st 
Dist  N.  Y.]  416. 

Qas  and  Electric  Rates  Charged  hy  the  Queens  Borough 
Gas  and  Electric  Co.,  2  P.  S.  C.  R.  [Ist  Dist.  N.  Y.]  544. 

Mayhew  v.  Kings  County  Lighting  Company,  2  P.  S.  C.  R. 
[Ist  Dist.  N.  Y.]  659. 

Combining  all  these  elements,  a  fair  estimate  of  the  cost 
to  reproduce  the  property  of  the  Twenty-third  Street  com- 
pany in  a  new  condition  would  lie  f  1,440,00ft,  distributed  as 
follows: 
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Physical  property   f  1,100,000 

Franchise — actual  cost   150,000 

Property  owners'  consents,  etc 25,000 

Oi^anization,  development,  etc 83,000 

Interest  and  taxes  during  construction.  80,000 

Total    fl,440,000 

This  amount  may  be  rounded  off  at  fl,450,000. 

Present  Value. 

The  above  estimates  make  no  allowance  for  depreciation: 
they  assume  that  the  property  is  new;  but,  as  a  matter  of 
fact,  it  ia  not  new,  most  of  it  being  nearly  15  years  old,  and 
some  older.  Clearly  it  does  not  have  the  same  value  that 
it  would  have  if  it  were  new.  This  phase  of  the  subject  has 
been  fully  discussed  elsewhere. 

Re  2nd  Reorganization  Plan  of  Srd  Ave.  R.  R.  Co.,  2  P.  S. 
C.  R.  [Ist  Dist.  N.  Y.]  347. 

Re  Metropolitan  St.  Ry.  Uo.  Reorganization,  3  P.  S.  C.  B. 
[1st  Dist.  N.  Y.]  113. 

Re  Application  of  Mid-Crosstown  Ry.  Co..  3  P.  S.  C.  B. 
[IstDiat.  N.  Y.]  416. 

The  applicant  did  not  submit  any  estimate  of  the  deduc- 
tion to  be  made  for  depreciation  or  present  condition.  But 
one  was  prepared  by  the  engineer  of  tlie  Commission,  whicli 
totaled  nearly  #250,000.  If  the  increase  in  prices  of  ma- 
terials since  1898  is  to  be  considered,  the  decrease  in  value 
due  to  wear  and  tear,  age,  etc.,  must  also  be  a  factor. 

Analysis  of  Liabilities. 

Turning  now  to  the  liability  side  of  the  ledger,  there  is 
first  to  be  noted  the  capital  stoeic,  par  value  }600,000.  This 
is  said  to  have  been  issued  at  par. 

On  May  1,  1873,  the  Twenty-third  Street  Railway  Com- 
pany executed  a  mortgage  upon  its  property  to  Darius  R. 
Mangam,  Trustee,  to  secure  the  payment  of  250  bonds  of 
11,000  each  (total,  ?250,000),  payable  May  1,  1893,  with  in- 
terest at  the  ratr  ot  7  per  cent,  per  annum,  payable  semi- 
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annually  on  the  first  days  of  May  and  November  in  eacli 
year.  The  time  of  payment  of  said  bonds  was  thereafter  by 
agreement  extended  until  the  first  day  of  January,  1909,  the 
company  having  the  right  from  time  to  time  during  such  ex- 
tended period  to  declare  due  and  payable  the  bonds  then 
outstarding  and  to  pay  the  same  on  any  interest  day,  pro- 
vided not  more  than  fifty  bonds  should  be  so  declared  or 
paid  in  *>ny  one  year. 

In  adf^ition  to  the  bonds  issued  under  said  mortgage,  the 
petitioner  issued  150  debenture  bimds  of  fl,000  each  (total, 
1150,000.00  dated  January  1,  188fi,  payable  January  1,  1906, 
with  interest  at  the  rate  of  5  per  cent,  per  annum. 

By  the  terms  of  the  company's  lease  to  the  Houston,  West 
Street  and  Pavonia  Ferry  Railroad  Company,  the  lessee  for 
itself,  its  successors  and  assigns,  assumed  and  agreed  to  pay 
all  the  lawful  debts  and  obligations  of  the  lessor  of  every 
kind  and  description,  and  to  carry  out  and  perform  all  the 
agreements  of  the  lessor  and  all  its  contracts. 

During  the  years  1902  to  1906,  both  inclusive,  at  the  re- 
quest of  the  Metropolitan  Street  Railway  Company,  the  peti- 
tioner duly  called  for  payment  its  said  f250,000  mortgage 
bonds,  150,000  of  those  bonds  being  called  for  payment  in 
each  of  those  years.  Notice  to  the  holders  of  the  bonds  was 
given  by  advertisement  in  certain  newspapers  published  in 
New  York  City.  Each  of  the  advertisements  stated  that  the 
Twenty-third  Street  Railway  Company  would  pay  to  the 
holders  of  the  bonds  drawn  for  payment  the  face  value  there- 
of with  interest  to  July  1  of  the  year  in  which  the  call  was 
made,  "on  presentation  and  surrender  of  the  same  with  un- 
matured coupons  attached  to  the  Morton  Trust  Company, 
No.  38  Nassau  Street,  New  York  "  •  ";  the  said  bonds 
having  been  drawn  for  payment  in  accordance  with  the  pro- 
visions of  such  bonds."  Each  of  the  advertisements  was 
signed  by  Charles  E.  Warren,  Secretary  of  the  Twenty-third 
Street  Railway  Company.  The  bonds  were  held  by  James 
J.  Belden  and  others,  of  Syracuse,  New  York.  After  each 
notice  that  fifty  of  the  bonds  had  been  called  for  payment, 
the  bonds  railed  for  payment  were  sent  through  a  Syracuse 
bank  to  the  First  National  Bank  of  New  York  and  were 
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presented  by  that  bank  to  the  Morton  Trust  Company  for 
payment.  On  each  presentation  the  Morton  Trust  Company 
paid  the  amount  due  on  the  bonds  presented.  It  retained 
the  bonds  in  its  possession  except  the  last  fifty  bonds  wbidi 
were  delivered  by  it  to  the  Metropolitan  Street  Railway 
Company  and  were  in  the  possession  of  tliat  company  wlien 
it  went  into  the  hands  of  receivers.  They  are  now  in  the 
possession  of  said  receivers.  The  first  real-estate  and  re- 
funding mortgage  of  the  New  York  Railways  Company  pro- 
vides for  the  issuance  of  bonds  under  said  mortgage  to  pur- 
cliase  or  acquire  said  fifty  bonds,  it  being  provided  in  and 
by  said  mortgage  that  the  bonds  so  acquired  shall  thereafter 
he  held  in  trust  by  the  trustee,  as  purchaser,  as  part  of  its 
security  for  the  bonds  issued  and  to  be  issued  under  said 
mortgage  {see  Article  Second,  Section  3,  Subdivision  (b) 
and  Section  4,  Subdivision  (b)  and  (d)  ).  The  remaining 
200  bonds  are  now  pledged  with  the  Guaranty  Trust  Com- 
pany of  New  York  (successor  of  the  Morton  Trust  Com- 
pany)  as  security  for  the  bonds  issued  and  to  be  issued  under 
said  first  real-estate  and  refunding  mortgage  of  tlie  New 
York  Railways  Company  {see  Mortgage,  Lot  9,  Parcel  3) 
The  150  debenture  bonds  were  paid  at  their  maturity  by 
the  Siorton  Trust  Company,  and  were  retained  in  its  posses- 
sion, and  are  now  pledged  with  the  Guaranty  Trust  Com- 
pany  of  New  York  {successor  of  tlie  Morton  Trust  Com^ 
pany)  as  security  for  the  bonds  issued  and  to  be  issued 
under  the  first  real-estate  ■  and  refunding  mortgage  of  the 
New  York  Railways  Company  (see  Mortgage,  Lot  9,  Parcel 

Tlie  Twenty-third  Street  Railway  Company  claims  that 
neither  said  mortgage  l»onds  nor  said  debentures  constitute, 
or  can  l)e  considered  an  outstanding  obligation  of  the 
Twenty-third  Street  Railway  Company,  but  that  the  same 
have  been  paid  under  tlie  provisions  of  the  lease  of  April 
25,  1893,  and  has  brought  suit  in  equity  in  the  United  States 
Circuit  Court  to  have  it  declared  that  said  mortgage  boiid^ 
and  said  debentures  have  been  paid,  and  to  have  it  decrecl 
that  said  bonds  and  debentures  should  be  delivered  up  and 
cancelled,  and  that  the  mortgage  under  which  the  bonds 
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were  issued  be  satisfied  and  discharged  of  record.  The  dc 
fendanta  in  tbat  suit  contend  that  tbe  bonds  and  debenture's 
were  not  paid,  but  were  purchaaed,  and  that  the  intention 
iu  acquiring  tbeiu  was  tbat  they  might  be  deposited  with  the 
Morton  Trust  Ooinpany  as  trustee  as  additional  security  for 
bonds  issued  under  tbe  mortgage  and  deed  of  trust  executed 
by  the  Metropolitan  Street  Railway  Company  to  tbe  Morton 
Trust  Company,  as  trustee,  on  March  21,  1902.  The  taking 
of  testimony  in  that  suit  has  been  closed,  but  no  determina- 
tion has  been  reached.  However,  the  pleadings  in  the  case 
and  tbe  testimony  taken  and  exhibits  received  in  evi- 
dence on  tbe  trial  thereof  were  offered  and  received  in  evi- 
dence on  the  hearing  before  the  Commission  in  the  present 
case.  This  is  one  of  the  suits  referred  to  at  the  beginning 
of  this  opinion,  which  should  have  been  disposed  of  before 
tbe  present  application  was  made.  It  is  impossible  to  fore- 
cast what  tbe  decision  of  the  Court  will  be,  but,  until  there 
is  a  final  adjudication  of  tbe  question,  we  shall  consider  that 
the  said  bonds  and  debentures  are  outstanding  obligations. 

The  mortgage  and  deed  of  trust  executed  by  the  Metro- 
politan Street  Railway.  Company  to  the  Morton  Trust  Com- 
pany as  trustee,  on  March  21,  1902,  very  carefully  provided 
for  the  certification  and  disposition  of  bonds  to  take  care 
of  outstanding  bonds.  It  first  defined  two  classes  of  such 
bonds,  namely,  those  which  were  liens  on  property  owned 
by  tbe  Metropolitan  Street  Railway  Company  itself,  which 
were  called  "outstanding  old  bonds,"  and  those  which  were 
liens  on  the  property  of  lessor  companies,  which  were  called 
"collateral  bonds."  The  bonds  and  debentures  issued  by  the 
Twenty-third  Street  Railway  Company  were  among  the  "col- 
lateral iHinds"  named  in  the  mortgage.  The  mortgage  then 
provided  that,  if  the  Metropolitan  Street  Railway  Company 
should  tender  to  the  trustee  any  of  said  "outstanding  old 
bonds"  or  "collateral  bonds"  with  all  the  unmatured  coupons 
thereupon  appertaining,  the  trustee  should  in  exchange 
therefor  certify  and  deliver  to  the  Metropolitan  Street  Rail- 
way Company  an  equal  number  of  bonds  under  this  new 
mortgage.  As  an  alternative  the  mortgage  provided  as 
follows : 
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"At  any  time  or  times  on  or  after  the  maturity  of 
any  of  the  outstanding  old  bonds,  or  collateral  bonds, 
or  within  twelve  months  before  such  maturity,  the  Rail- 
way (Jompany  may  sell  refunding  bonds  in  order  to  pro- 
vide tlie  means  to  purchase  or  pay  such  outstanding  old 
bonds,  or  to  purchase  such  collateral  bonds,,  as  shall  not 
theretofore  have  been  delivered  to  the  Trustee  and  held 
by  it  under  this  indenture,  and  which  have  matured,  or 
are  about  to  mature  within  twelve  months,   and  tlie 
Trustee  shall  certify  and  deliver  to  the  Railway  Com- 
pany, or  upon  its  order,  refunding  bonds  hereunder  to 
a  face  amount  equal  to  the  face  amount  of  such  out- 
standing old  bonds  or  collateral  bonds  which  have  ma- 
tured, or  are  about  to  mature  within  twelve  months; 
provided  that  the  par  value  of  the  refunding  bonds  so 
certified  and  delivered  shall  simultaneously  lie  deposited 
in  cash  with  the  Trustee  in  exchange  therefor.    Out  of 
the  cash  so  received  by  the  Trustee,  it  shall,  on  demand 
of   the  Railway   Company  and    upon   delivery   to   the 
Trustee  of  the  outstanding  old  bonds  or  collateral  bonds 
so  paid  or  purchased  by  the  Railway  Company,  pay  to 
the  Railway  Company  a  snm  equal  to  the  par  amount 
of  the  bonds  so  paid  or  purchased." 
Neither  method  of  acquiring  outstanding  bonds  seems  to 
have  been    strictly    followed    in    this   case.      However ,  the 
alternative  method  is  substantially  the  one  that  was  fol- 
lowed.     The    Metropolitan    Street   Railway    Company    fur- 
nished the  trustee  with  the  necessary  funds   (in  exchange 
for  refunding  bonds)   and  the  trustee  itself  purchased  the 
bonds  and  debentures  of  the  Twenty-third  Street  Railway 
Company  directly  from  the  holders  thereof.     The  result  is 
the  same  as  if  the  alternative  method  had  been  strictly  fol- 
lowed.    The  important  thing  to  observe  is  the  distinction 
between  the  course  to  be  pursued  with  reference  to  "out- 
standing old  bonds"  and  the  course' to  be  pursued  with  ref- 
erence to  "collateral  bonds."     The  "outstanding  old  bonds" 
were  to  be  purchased  or  paid;  the  "collateral  bonds"  were 
to  be  purchased  only.    As  the  bonds  and  debentures  of  the 
Twenty-third  Street  Railway  Company  were  designated  in 
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the  mortgage  as  "collateral  bonds,"'  it  follows  that  the  bonds 
and  debentures  were  purchased  and  not  paid. 

Tne  mortgage  contained  also  provisionB  for  the  cancella- 
tion, at  the  request  of  the  Metropolitan  company,  of  out- 
standing old  bonds  acquired  by  tlie  trustee;  but  there  were 
no  auch  provisions  in  relation  to  the  cancellation  of  any 
collateral  bonds  acquired  by  the  trustee,  and  the  trustee 
was  forbidden  to  cancel  any  bonds  except  as  specifically 
provided.  The  mortgage  re<iuired,  also,  that  bonds  whicli 
should  be  acquired  by  tlie  trustee  under  the  mortgage  should 
be  stamped  so  as.  to  show  that  they  were  not  negotiable, 
but  were  held  by  the  trustee  as  purchaser  as  additional  se- 
curity for  the  payment  of  bonds  issued  and  to  be  issued 
under  the  mortgage.  There  was  nowhere  among  the  pro- 
risions  of  the  mortgage  anything  inconsistent  with  the  care- 
fully elaborated  plan  for  piircliasing  collateral  bonds  at 
maturity  with  cash  provided  by  tlie  trustee  through  the  sale 
of  refunding  bonds  and  keeping  tite  collateral  bonds  alive 
as  security  for  sach  new  bond. 

The  case  of  Farmers  Loan  d  Trust  Co.  v.  Ventral  I'ark, 
North  d  East  River  Railroad  Co.  et  ah,  181  Fed.  Rep.  595 
(affirmed,  193  Fed.  Rep.  963)  is  in  point.  The  Central  Park, 
North  &  Bast  River  Railroad  Company  bore  the  same  rela- 
tion to  the  Metropolitan  Street  Railway  Company  as  did 
the  Twenty-third  Street  Railway  Company.  The  wording 
of  its  lease,  so  far  as  concerned  the  assumption  by  the  lessee 
of  the  debts  and  obligations  of  the  lessor,  was  identically 
the  same  as  that  of  the  lease  executed  by  the  Twenty-third 
Street  Railway  Company.  On  December  1,  1872,  the  Cen- 
tral Park  company  gave  to  the  Farmers'  Loan  &  Trust  Com- 
pany, as  trustee,  a  mortgage  covering  all  its  franchises  and 
propCTty  to  Secure  the  payment  of  |1,200,000  represented  by 
an  imne  of  1,200  bonds  of  |1,000  each.  All  the  bonds  were 
irnned.  They  were  payable  December  1,  1902,  with  interest 
at  the  rate  of  7  per  cent,  per  annum,  payable  semi-annually. 
The  bonds  passed  into  the  hands  of  many  different  holders 
for  value.  For  some  years  the  coupons  were  paid  at  the 
New  Amiterdam  Bank,  but  a  short  time  before  maturity 
of  the  bonds,  notice  was  given  to  all  holders  who  came  to 
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the  bank  or  elsewhere  that  tbey  might  present  them  to  the 
Morton  Trust  Company  to  get  tlieir  cash  for  their  bonds 
and  inteivst.  All  the  bonds  were  there  presented.  Cash  lor 
the  full  amount,  principal  and  interest,  was  paid  to  each 
holder  by  the  Morton  Trust  Company,  which  thus  came  into 
possession  of  the  entire  issue.  The  fundamental  question  in 
that  case  was  whether  the  transaction  was  a  payment  of 
the  bonds  or  a  purchase  tliereof.  After  reciting  the  above 
facts  and  the  provisions  of  the  mortgage  of  the  Metropolitan 
Street  Railway  Company  to  the  Morton  Trust  Company  as 
trustee,  which  are  hereinliefore  recited,  the  Court  said: 

"There  is  a  very  plain  and  explicit  distinction  be- 
tween the  course  to  be  pursued  in  relation  to  these  two 
different  cI;if*Kes  of  i)onds.  The  'outstanding  old  bonds' 
are  to  be  pnrcbased  or  paid ;  the  'collateral  bonds'  are 
to  be  purchased  only.  The  reason  for  the  distinction  is 
manifest.  Extinguishment  of  an  'old  bond'  by  payment 
would,  by  removing  a  prior  lien,  increase  the  value  of 
the  property  mortgaged  to  the  Morton  Trust  Company ; 
extinguishment  of  a  'collateral  bond'  would  inure  solely 
to  the  benefit  of  the  lessor  company. 

"The  court  is  satisfied  that  what  took  place  was  what 
the  parties  to  the  refunding  mortgage  agreed  should 
take  place,  and  that  these  old  Central  Park  bonds  were 
not  paid  at  maturity,  but  were  acquired  by  the  trustee  by 
purchase  from  their  holders." 
In  view  of  the  provisions  of  the  mortgage  from  the  Metro- 
politan Street  Railway  Company  to  the  Morton  Trust  Com- 
pany as  trustee  with  reference  to  the  different  methods  to 
be  pursued  in  the  acquisition  of  "outstanding  old  bonds" 
and  "collateral  bonds,"  it  being  provided  that  "outstanding 
old  bonds"  might  be  purchased  or  paid,  but  that  "collateral 
bonds"  should  be  purchased  only ;  in  view  of  the  fact  that  the 
bonds  and   debentures  issued  by   the  Twenty-third  Street 
Railway  Company  were  specifically  designated  in  the  mort- 
gage as  "collateral  bonds" ;  and  in  view  of  the  decision  of 
the  United  States  Circuit  Court  upon  a  similar  state  of  facts 
in  the  case  of  Farmers  Loan  &  Trust  Companp  v.  Central 
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Park,  A^orth  &  East  River  Railroad  Co.,  et  al.  (aupra),  I 
am  of  the  opinion  that  the  bonds  and  debentures  issued  by 
the  Twenty-third  Street  Railway  Company  should  be  treated 
in  this  proceeding  as  still  outstanding  and  uncancelled. 

From  the  fact  that  the  $250,000  mortgage  bonds  of  the 
Twenty-third  Street  Railway  Company  were  "called  for  pay- 
ment" by  the  Tweuty-third  Street  Railway  Company  at  the 
request  of  the  Metropolitan  Street  Railway  Company, 
counsel  for  the  Twenty-third  Street  Railway  Company 
argues  that  the  bonds  must  be  deemed  to  have  been  paid. 
The  bonds  were  "called  for  payment,"  but  that  was  done 
apparently  in  order  to  get  the  holders  of  the  bonds  to  snr- 
reuder  them  and  accept  the  amount  due  on  them  before  the 
expiration  of  the  extended  time  of  payment.  Charles  E. 
Warren,  Secretary  of  the  Twenty-third  Street  Railway 
Company,  through  whom  the  bonds  were  called  for  payment, 
was  also  Vice-President  of  the  Metropolitan  Street  Railway 
Company  during  the  greater  part  of  the  time  within  which 
the  bonds  were  called  for  payment.  Moreover,  both  com- 
panies were  controlled  by  the  same  interests.  Whatever 
may  be  said  of  the  ethics  of  the  transaction  as  between  the 
Twenty-third  Street  Railway  Company  and  the  holders  of 
the  bonds,  it  certainly  cannot  be  said  that  the  Twenty-third 
Street  Railway  Company,  in  calling  the  bonds  for  payment, 
acted  on  the  assumption  that  the  bonds  were  to  be  really 
paid  and  cancelled.  Nor  can  it  be  said  that  the  Twenty- 
third  Street  Railway  Company  was  ignorant  of  the  terms 
and  conditions  of  the  mortgage  from  the  Metropolitan  Street 
Railway  Company  to  the  Morton  Trust  Company,  as  Trustee. 

So  far  as  concerns  the  f  50,000  of  bonds  that  were  delivered 
by  the  Morton  Trust  Company  to  the  Metropolitan  Street 
Railway  Company  that  transaction  is  explained  by  Mr. 
Warren.  Called  as  a  witness  for  the  complainant  in  the 
suit  in  the  United  States  Circuit  Court,  Mr.  Warren  tes- 
tified that  the  |50,000  of  bonds  were  surrendered  to  and 
held  by  the  Morton  Trust  Company  and  were  delivered  by 
it  to  the  Metropolitan  Company  "for  safe  keeping." 

Both  counsel  for  the  Twenty-third  Street  company  and 
counsel  for  the  Kew  York  Railways  Company  contend  that 
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the  Commissiou  in  the  MvtropuliUin  Reortjaiiization  Case 
(3  P.  S.  C.  K.  [1st  Dist.  N.  Y.]  113,  177)  treated  the  bonda 
of  the  Twenty-third  Street  Kailwaj  Company  as  not  oat- 
standing  for  any  purpose,  and  that  such  decision  is  res 
adjudivata.  This  is  an  erroneoTis  conclusion.  In  that  case 
the  Commission  was  dealing  with  the  reorganization  of  the 
Metropolitan  StWHit  Railway  Company  as  a  system,  includ- 
ing its  suhsidiary  companies,  of  which  the  Twenty-third 
Street  Railway  Company  was  one;  and  was  eouBidering  the 
total  amount  of  capitalization  against  the  whole  Metro- 
politan system.  In  determining  the  amount  of  capitaliza- 
tion of  the  reorganized  company,  viewed  as  a  system,  of 
course  it  was  not  necessary  for  the  Commission  to  inquire 
or  determine  whether  the  bonds  of  the  Twenty-third  Street 
company  were  outstanding  or  not.  If  they  were  outstand- 
ing, they  constituted  an  asset  of  one  company  and  a  lia- 
bility of  anotlier  within  the  same  system,  so  that  it  was 
just  as  well  for  the  purposes  of.  the  capitalization  of  the 
reorganized  company  to  omit  them  from  both  the  asset  and 
liability  side  of  the  statement.  If  tliey  had  been  inserted, 
the  net  result — the  difference  between  the  two  sides — would 
have  been  precisely  the  same.  It  was  simpler  to  omit  them, 
and  the  same  nnirse  was  followed  With  all  inter-company 
holdings  and  accounts  (see  particularly  pages  178  and  191 
of  Opinion). 

For  the  purpose  of  this  proceeding,  therefore,  tlie  capitali- 
zation of  tlic  Twenty- third  Street  Railway  Company  consists 
of  $GOO,000  i)ar  value  of  capital  stock,  $250,000  par  value 
of  mortgage  bonds  and  ^liiO.OOO  par  valne  of  debentures — a 
total  of  Jl,0(tO,000,  exclusive  of  the  note  to  iw  refunded  or 
any  oblipati<m  arising  therefrom.  If  bonds  of  a  par  value 
of  fl,500,00«  were  autliorized,  the  total  capitalizati<m  would 
be  »2,n00.000. 

Assets  ani>  Klmiii-iTiks  Comp.^hbd. 

It  is  now  possible  to  compare  both  sides  of  the  balance 
sheet  and  to  reach  a  conclusion  as  to  the  amount  which  may 
be  capitalized.     It  is  not  necessary  to  review  all  of  the  con- 
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elusions  wbich  have  been  readied,  but  it  is  important  to 
keep  in  mind  the  tollowing : 

Tbe  actual  cost  of  electrification  and  reconstruction  of 
the  road  has  not  been  established. 

Even  accepting  the  estimate  of  the  company's  engineer, 
including  the  cost  of  track  owned  by  other  companies,  in- 
crease in  cost  of  materials  since  construction,  large  over- 
head charges  and  other  intangible  items,  the  proposed 
.capitalization  would  exceed  by  |fj40,000  the  estimated 
present  cost  to  reproduce  new.  provided  the  company  were 
allowed  to  issue  (1,500,000  in  bonds.  According  to  the 
estimate  of  the  Commission's  engineer  the  excess  would  be 
much  greater. 

It  is  doubtful  whether  the  Twenty-third  Street  company 
can  be  required,  under  the  provisions  of  the  lease,  to  issue 
bondH  in  excess  of  the  original  cost  of  electrification  leas  the 
original  cost  of  the  property  displaced. 

In  view  of  the  derision  of  the  Court  of  Appeals  in  the 
Hinghamton  case,  it  is  doubtful  whether  the  Commission 
has  power  to  authorize  tbe  issuance  of  bonds  or  otlier  obliga- 
tions for  refunding  the  note  in  excess  of  the  original  cost  of 
electrification  less  the  original  cost  of  the  property  displaced. 
The  question  is  clearly  whether  only  a  part  .of  the  pro- 
posed issue  of  |i,500,000  should  he  authorized,  or  whether 
the  total  amount  should  be  authorized  with  provision  for 
amortization  through  which,  within  a  reasimable  time,  any 
overcapitalization  would  be  wiped  out.  Upon  this  point,  the 
statements  of  c^mnsel  for  the  applicant  company  are 
significant : 

"Now,  inasmuch  as  the  lessee  whom  Mr.  Rogers  repre- 
sents, in  addition  to  tbe  holders  of  the  note,  is  obligated 
to  pay  the  principal  and  interest,  and  would  be  obliged 
to  take  care  of  the  amortization,  of  course,  the  23d 
Street  company  would  fall  in  line  very  readily  in  that 
situation,  and  it  was  on  that  understanding  that  we 
came  here  in  the  way  we  have.     •     •     • 

"Now  I  want  an  objection  to  the  testimony  offered 
here  in  order  to  present  [preserve]  my  rights.  I  want 
it  noted  that  I  object  to  the  testimony  offered  by  Mr. 
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Rogers  in  connection  with  the  value  of  tliis  property, 
except  in  so  far  as  it  was  offered  to  enable  tlie  Com- 
mission to  malce  an  amortization  order  in  this  procee<1- 
ing. 

"The  Commission  understands  that  it  is  not  to  op- 
pose the  amortization  order.  I  do  not  object  to  it  on 
that  gronnd." 

The  present  case  is  peculiar  in  several  respects,  and  in  our 
opinion  the  Commission  is  warranted,  in  view  of  these  pe- 
culiar facts,  in  authorizing  the  refunding  of  the  note  to  the 
extent  of  |1,500,000,  provided  an  amortization  fund  is  ac- 
cumulated so  that  the  obligations  of  the  company  are  re- 
duced within  a  comparatively  short  time  from  |2,500,000 
to  f  1,400,000. 

There  are  several  ways  in  which  this  result  may  be  brought 
about.  It  is  uAnecessary  at  this  time  to  fix  upon  any  one 
or  to  discuss  each.  The  details  will  be  fixed  in  the  Order. 
The  earnings  of  the  line  are  sufficient  to  meet  such  a  charge. 

In  conclusion,  it  should  be  clearly  understood  that  the 
decision  in  this  case  furnishes  no  precedent  or  excuse  for 
the  capitalization  of  replacements  or  renewals.  The  facts 
are  so  exceptional  that  probably  another  tike  it  will  not 
come  before  the  Commission.  The  principal  laid  down  h\ 
the  Binghamton  case  by  the  Cciurt  of  Appeals  is  sound 
finance,  and  should  be  followed  by  all  companies. 
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for  purposes  of  785 

in  violation  of  law  646-648,  7S6-7S9 

powers   of   comanission   regarding    670,672-673 
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BONDS— ContiiUMd: 

issue — Continued: 

powers   of  commission   regarding-i-Continued : 
purpose  of  purchasing  stock  of  another  corporation,  approval 

denied 75W59 

stle; 

at  not  less  than  90%  of  par  value  S6&-561 

proceeds  for  extensions  and  bctt«rment£,  subject  to  approval 

of  commission  S67-568 

reports    565 

value,   n>arfcet,   considered   in    valuation   of   property . . .  70S,  710-713, 

716,729 
(See  also  Capital  Stock;  Capitalization;  Securities;  Stock.) 
BOOK  VALXra.- 

as  basis  for  valuation,  not  taken   ^9-680 

BRANCH  EXCHANGES: 

rates,  inink  lines  624 

BREAK-DOWN  SERVICE: 

rat-es  higher  than  ordinary  for 731 

BROOKINOS,  SOUTH  DAKOTA: 

toll  rates  between  Whibe  and  609-612 

BURLINGTON,  NORTH  CAROLINA: 

rartea  (or   S91-593 

BUSINESS: 
amount  of: 

considered  in  tilting  toll  rates  , 544,  556 

not  to  affect  rates  .* 609,  611-612 

rates  based  on  B38-S39 

(See  also  Rates.) 
BUSINESS  TELEPHONES: 

defined    572 

CAPITAL  ACCOUNTS: 

statement  of  investments   required  by  commission    659 

CAPITAL  STOCK: 

infonntation  as  to,  required  by  interstate  commerce  commisflion.655- 

657 

issue .673^6 

aipproval    of,    should    be    guarantee    of   company's    financial 

sUnding  661-662,670,  672-673 

consolidation  and  eirtensions  and  betterments,  for 559-565 

in  violation  of  law   646-648 

-powers  of  comgnission  over  ......... —  -  .■.■,..  ■ .  -670,  672-673 

sale: 

at  not  less   than  par   SGO 

holding  companies  ■.•■.-■■ 756-759 

reports 565 

value,  market,  considered  in  valuation  of  property. .  .705,  710-713,  716 
(See  also  Bonds;  Capitalization;  Securitks;  Stock.) 
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FAGB 

CAPITAL,  WORKING.     (See  Working  Capital.) 

CAPITALIZATION : 

over- capitalization  responsible  for  company's  failure  to  set  aside 

iteprcciation   reserve    664,  679 

restriction  of.  within  authority  of  commbsion 781-782,  791-792 

(See  also  Bonds;  Capital  Stock;  Secuntres;  Stock.) 

CARRIERS,  COHHON.     (See   Common   Carriers.) 

CERTIFICATES: 

"  public    convenience   and    necessity: 

granted  to  second  company  for  operation  in  territory  from 

whicb  existing  utility  withdraws 533-537 

granting   of,    not   neoessartly    approval    of   applicant's    rate 
schednte 537 

CESTOS,  OKLAHOMA: 

obligation   to   give  service    ..,..59&-S99 

CHADRON,  NEBRASKA: 

farm-line  rates   582 

CHURCHES: 

rates  704 

CLASSIFICATION:. 

approval  of  syseem  of  568-569,  S7I-574 

COLLATERAL  SECURITIES: 

bonds  itsed  as,  for  guaranteed  bonds,  order  for,  mc»dified 567-568 

COLLECTIONS: 

excess,  from  nnaothorized  rate  increa»e,  refund  for 599-601, 

701.  722.  725 

payment  in  advance  diminishes  expenses  of  621-622 

underoharges,  rates  less  than  scheduled  701,  724 

COMANCHE,  OKLAHOMA: 

adequate  service  at  reasonable  rates,  required  595-598 

COMMISSION  EXPENSES  .'727,  750 

COMMISSIONS: 

brokers'   743-744,  747 

routing   of   messages    537 

COMMON  BATTERY  SYSTEM.     (See  also  Grounded  Line  Sys- 
tem; Metallic  Circuit  System.) 

COMMON  CARRIERS: 

defined 665 

(See  also  Public  Utilities;  also  names  of  rarious  Carriers.) 

COMMON  LAW: 

utility  can  acctfpt  or  refuse  business  under 837,  840-841,  843 
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COMPETING  COMPANIES: 

consolidatton    781-835 

discrimination   in   rates   between    837 

extension  of  l:n>es  into  territory  already  served,  subject  to  an' 

thoirity  of  commission   646-647 

physical  connection  for  local  messages,  not  required 584-585 

protest  against  extension  of  lines  by,  notice  to  commission 647 

rates,  discrimination  between   837-846 

COHPETItlON: 

contracts  in  restraint  of,  not  approved  604^605 

contrary,  usually,  to  publk  policy 781,  789,  790 

regulation  preferable  to    700-701,708,716.720 

CONCESSIONS.     (See  Bastes.) 


CONNECTICUT— PUBLIC  UTILITIES   COMMISSION: 

jurisdiction  over  extension  of  lines  760,  762-764 

CONNECTING  COMPANIES.     (See  Physical  Connection.) 

CONSOLIDATION: 

advantages  arising  from,  no  allowance   for 727,750-751 

amortization    662,  667 

approval    of    565-566 

bond  issue  for-iicquisition  of  more  than  20?{i  of  anotiier  com- 
pany's stock,  not  approved  ., 756-759 

conkpeting    companies    781-835 

infonmation  as  to,  required  by  interstate  comnuerce  commission.  .656 
same  facilities  for  connections,  toll  service,  etc.,  after  purchase 

of  property  as  before  559,  561-562 

stock  and  bond  issues  for,  approval  of  557-565 

CONSTITUTIONALITY.     {See  Laws.) 

CONSTRUCTION: 

cost  considered  in  valuation  of  property  625,  628,  630 

interest  during; 

allowance  for  663,  682,  688-690,  692,  715, 

742,  747,  783,  860.  815 

not  made   623,628-629 

(See  also  Engineering;  Lines;  Plant;  Repairs;  ReplaoemeolB.) 

CONTINGENCIES: 

allowance  for  663,  682.  691,  747.  783,  800^1,  815 

not  made 623,  628-629 

CONTRACTORS: 

profits,  no  allowance  for 741-742,  783,  811-812,  815 

CONTRACTS: 

existing,  to  be  continued  in  force  after  purchase  of  property. 559,  564 
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CONTRACTS— Continued : 

intarchange  of  service,  agreeinent  in  restrainl  of  competition,  not 

approved    1504-605 

rates,  tilting,  based  on  amount  of  business 838-S39 

restraining  competition,  not  approved  604-605 

COST: 

construction,  considered  in  valuation  of  property 625,  6ZS,  630 

defined   700.  706 

equipment,  considered  in  fixing  rates  628,  630,  633-634 

extensions,  considered  in  valuation  of  property 726,  7A0,  745 

iDstrmnent  installation  and  removal,  factor  in  .fixing  rates. .  ..586-590 
original: 

as  basis  for  valuation 782,  792-795,  797,  809-810,  819,  821-822 

duty  of  connnission  to  ascertain  :  .662,  667-668 

factor  in  determining  value  of  property 700,  705,  708-709,  729 

repTodttction,  new: 
considered  in: 

computing   d^reciatton    632 

fixing  rates  662-663,  682-686,  692-69S 

valuarion  of  property   690-691,  701,  706,  708.  711,  715, 

718-720,  725-726.  747,  749.  782,  792-795,  798-803.  806-822 

minus   depreciation    782,  794,  801-802,  806«)7,  809,  816 

as  basis  for  rates  662-663,  668,  682-686,  692-695 

service: 

as  basis    for  rates    586-590 

considered  in  valuation  of  property 729,  739,  750 

less   than,   unjustifiable    699,721 

measure  of  value,  as  623,  629-630,  725,  729,  782.  811 

disapproval  of  661-663,  681,  692-695 

(See  also  Expenses.) 

COUNTY  OFFICES: 

free  or  reduced  rate  service  to,  prohibited 568,  571-572 

CREDIT: 

extension  of,  same  to  farm-line  and  exchange  subscribers 607-606 

CROSS-TALK.     (See  Eleelrical  Inberfcrcnoe.) 
CURRENT  EXPENSES.     (See  Expens«s.) 

DEBTS: 

bad   636,638,  714,  813.  823 

DBFIHITIONS: 

business  telephones    572 

common  carriers   665 

cost    TOO,  708 

depreciation  623,  632 

«xolnnges  657 

extension  telephones   569,  576 

going  value   823-624 
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DEFINITIONS— ContiniMd : 

maintcnanoe  '. 623 

present  vahie   700,706 

residence    telefriionea 572 

rural    telephones    572 

telephone  stations  658 

DEPOSITS: 

extension  of  lines  of  gas  companies,  for  773,  776,  778 

guarantee  for  payment  of  bills  727,  729,  752-753 

DEPRECIATION: 

abandoned  plant,  loss  from,  covered  by 700,  713-714,  722 

accrued,  no  allowance  for 623,  635 

allowance  for  701,706-711,714-715,718-719.725, 

727,  729,  734,  746,  794,  806-808,  816-819,  822,  834 

as  basis  for  rales  748 

computed  by  annual  ftercentages  varying  witb  difi«i«nt  items. 701-718 

defined  : 623,  632 

distinction  between  maintenance  and  623,  633 

ftiod  for: 

company's  failure  to  set  aside,  due  to  over- capitalization. 664,  679 

out  of  operating  expenxs 782 

rate: 

8%  on  reproduction  cost,  new,  deemed  sufficient  tor  mainte- 
nance and   664,  696 

4%  sinking  fund  806 

14%  allowance   for  interest  and    652 

9%  on  reproduction  cfst  new  for  maintenance  and.. -.663-664, 

685,  695 
6%  on  valuation  exclusive  of  peal  estate  and  plant  supplMa..^3. 

631-634,  638 

6%  or  7%  should  be  allowpd  for 649,  653 

3.5%  allowance  for  727,  746 

real  psfal«,  no  allowance  for ..623,  634 

replacements  charged  to   651 

treatment    in    valuation    cases    S07-S09 

(See  also  Amortization;  Reproduction  Cost;  Valuation  of  Prop- 
erty.) 

DESK  TELEPHONES: 

rabes    535-538.  651 

DESTRUCTION  OF  RECORDS: 

prohibited    660 

DEVELOPMENT: 

allowance   800.  815,  ffi3-824 

IKVvisicm   for  future    773 

approval    623,  630,  700.  722,  726,  740-741 

(See  also  Organization.) 
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DILLON.  SOUTH  CAROLINA: 

rate  increase  after  improvements  in  service  and  incre»M  in  num- 
ber of  subscribers  602-603 

DIRECTORIES: 

entries  in,  showing  subscriber's  profession,  rates  for  service.  .56S-J70, 

575-576 
names  , of  two  parties  using  same  telephone,  listed  in 582 

DISCONNECTIONS : 

cost,  factor  in  fixing  rates  S86-S90 

DISCONTINUED  SERVICE.    (See  Service.) 

DISCOUNT: 

parment  in  advance 624,  637,  639 

annual  rental  of  6Cff-6K 

prompt  payment,  for  771-772 

allowed  until  specified  number  of  subscribers  have  been  con- 
nected  602 

period  for,  extended  .'. 583-584 

proportion  to  amount  of  gas  consumed  703,  771-772 

(See  also  Penalties;  Refunds.) 

DISCRIMINATION: 

farm-line  and  exchange  subscribers  between   607-609 

rates    568.  S71-S72 

competing  companies  837-846 

infonnation  as   to,  required   by  interstate   commerce  com- 
mission    658 

localities  between    543-SS8 

prohibited    699,  703-705,  725,  728.  730-731 

stockholders  and  n on- stockholders,  between 605-606 

subscribers  and  non-subscribers,  between  ...609,  610^11,  616-617 

toll    543-558 

charge  for  switching  service,  deemed 58(^581 

refusal  to  give  servke  involves  no,  when  773,  778 

seitvice,  in  favor  of  company's  own  sub5crib«rs,  forbidden.  ..562-563 

stockholders  and  non-stockholders  between,  unlawful 617-620, 

641-644 
DISPUTED  BILLS.    (See  Bills:  non-payment.) 

DIVIDENDS; 

stock,  stockholders  must  rely  upon,  for  return  upon  investment.  .617, 

619^a  641-645 

used  for  improving  property    784,  809,  834 

(Sec  also  Return  upon  Investment.) 

DOCTORS: 

rates  for  business  and  residence  on  same  two-party  line 568-570, 

572,  575-577 
DONATIONS; 

paid   in    service    704 
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DUAL  SYSTEM  OP  TELEPHONES.     (See  also  Competition.) 

DUPLEX  LIKES.     (See  Party-Lines:  two-party;  Rates:  two-party 
line.) 

DUPLICATION  COST.     (See  also  Reproduction  Cost.) 

EARNINGS.     (See  ^Iso  Revenues.) 

ELECTRIC  LIGHT  AND  POWER  COMPANIES; 

consolidation  of  competing  781~835 

interference  with  telephone  service  on  grounded  rural  lines.  ..540-542 

rates:    770-772 

minimum   charge  changey]  to  yearly  instead  of  monthly.  ..768 
reduction 099-755 

ELECTRICAL  INTERFERENCE: 

grrounded   line  system   subject   to 540-542 

:  City  and 543-558 

EMPLOYEES: 

salaries,   considered   in  estimating   operating   expenses 636,638 

(See  also  Officers;  Operators.) 

ENOINEERINO: 

allowance  for 663,  682,  690,  692.  742,  747.  783,  799.  801,  81S 

not  made  623,  628-629 

EQUIPMENT: 

abandon«d,  loss  due  to: 

covered  by  depreciation  fund 700.  713-714,  722 

not  a  factor  in  valuation   726,  751-752 

considered   in   valiration    811,813,814-819 

cost,  considered  in  fixing  rates   628,630,633-634 

furnished  by  subscribers,  ruk  requiring,  unlawful.. 617-620,  641-644 

loaned   or   rented,    no   allowance    for .726,741,749 

(See   also   Facilities:    Instrtiinents.) 

ESTIMATES: 

value  of  property,  of,  should  not  be  accepted  without  investi- 
gation  6K-663,  66^670,  672 


EXCESSIVE  RATES.     (See  Rates.) 

EXCHANGE  OF  SERVICES.     (See  Interchange  of  Service.) 

EXCHANGE  RADIUS: 

established 535-536 

(See  also  Radius  for  Service;  Territory.) 
EXCHANOBS: 

defined    657 

(Seie  also  Offices;  Stations.) 
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EXISTING  CONTRACTS.     (See  Contracts.) 

EXPENSES: 

opermting  597 

considered  in: 

fodng  rates    624-625,  627.  635-641,  649,  652 

valuation    813,  821,  823 

message  instead  of  flat  switchit^  rates  to  secure 583 

paj-ment  in  advance  diminishes 621-622 

rate  increase  to  secure  538-539 

rates  should  be  adequate  for  reasonable  return  on  invest- 

meut  and  661,  667,  672 

statement  of,  required  by  interstate  connnerce  conHnission.  .659 
(S«e  also  Revenues.) 

EXTENSION  BELLS: 

rates  538,  579 

EXTENSION  OF  LINES: 

bond  sale  for  567 

competing  companies,  erf,  protest  to  commission,  against 647 

cost  of,  factor  in: 

determining  company's  obligation  to  make  776-777 

valuartion  of  property  726,  740,  745 

deposits  frdm  cnstomers  for  773,  776,  778 

lessor  to  make    532 

oblation   to   make,   when   required    563 

operation   in    territory  already  occupied  by   another  .company, 

for,  subject  to  authority  of  commission 646-647 

rate  increaM  to  secure  fund  for  641,  645 

required  by  public  convienience  and  necessity 760-765 

stock  and  bond  issue  for,  approval  of 559-565 

onpemtinenitive,  not  required  772-778 

utility's   obligation  to  give  proof  that  proposed   improvements 

have   been    made 675,678 

Get  Companies: 

deposits   from   customers   for    773,776,778 

(Sec  also  Bettemients.) 

EXTENSION  TELEPHONES: 

defined    569,  576 

rates    568,  576,  579,  6S(MS1 

business  651 

calling  and  talking  sets  624 

discount  for  payment  in  advance,  not  allowed  on 624 

residence    651 

talking  sets  624 

FACILITIES: 

additional,  defined  564 

(See  also  Equipment) 
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FAIR  RETURN.    (S«e  Return  upon  Investment.) 
FAIR  VALUE.    (See  Valuation  of  Property.) 

FARLEY'S  POINT,  N.  Y.: 

rates  for  summer  service  reduced  586-590 

FARH-LIHBS: 

agreement  not  to  build  or  operate  competing,  not  approved.  .6(M-603 

and  local  exohange  constitute  unit  of  service 607,  609,  612-614 

competition,  contracts   between  companies  in   restraint  of,  not 

approved    604-605 

free    service    between    exohangc    and    rural     aubscribers,    re- 
quired     S95-S96,  598 

grounded  circuit  syatem: 

induction  from  tlectric  light  lines 540-5^ 

rates    .' 538 

interchange   of  service   contracts   containing  agreement   in   re- 
straint of  competition,  not  approved  fi04-tiO5 

metallic  crroait  system  rates  538,  S82 

rates    S3S.  537-538,  582.  596 

charge  in  addition  to  terminal  fee,  unlawful 607-609,  612-615 

increase,  to  secure  sum  for  extensions  641,  645 

switching 635,  637.  639 

rules  governing  switching  service  to  independent  companies .  579-580 
subscribers  considered  sam«  as  local  exchange,  in  extension  of 

credH  607-608 

switching   service,   rules   governing 579-580 

(Sec  also  Switching  Service.) 

FLAT  RATES.     (See  Rates.) 

FLOATING  DEBTS: 

entail   hazard  to  corporation's   solvency    790 

FORMS: 

notice  of  extension  of  lines  648 

FRANCHISES: 

cost  of  securing,  allowance  for 712,  715 

not   n^de    726,742-743,747 

(See  also  Ordinances.) 

FREE  SERVICE: 

advertising,  in  exchange  for  779 

application   for,   denied    766-76ff 

city,   to    704 

discrimination  in  favor  of  stockholders   605-606 

forbidden    780 

information  as  to,  reqtiired  by  interstate  commerce  commission.  .657 
tnterohange  between  farm-lines  ■and  exchanges,  required.  S9S-596.  S98 

railway  stations,  county  offices,  etc.,  to,  prohibited 568,  S7I-S72 

stockholders,  to.  deemed  diacdmioation   
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FUEL: 

pouible   increase  in  cost,  no  allowaiKe  for 726,  744-745 

FULLBRTON,  NEBRASKA: 

discontinnaitce  of  grounded  line  service 576 

GAS  COMPANIES: 

deposits  for  extension  of  lines  773,  776,  778 

rates: 

appeal  from  ordinances  fixing 836 

GOING  VALUE: 

allowance  for.  not  made 700,  715-717,  726.  744.  747 

considered    in    valuation 7S3-784,  800,  802.  813,  815,  823-834 

defined    823-824 

17.5%  allowance  for,  deemed  unreasonabk    662.  676.  677 

GOVERNMENT  SCHOOLS: 

rates    702 

GROUNDED  LINE  SYSTEM: 

induction  from  electric  light  lines   540-542 

metallic  circuits  substituted  for  578.  649-650 

rates    538 

(See  also  Metallic  Circuit  System.) 

HOLDING  COMPANIES: 

control  of  capital  stock  of  other  corporations,  unlawful 7S6-759 

HOTELS: 

r«t«»    704 

INADEQUATE.     (Sec  Rates;  Service.) 

INCOME: 

statement  of,  required  by  interstate  commerce  commission 659 

(See  also  Expenses;  Revenues.! 

INCREASE.     (See  Facilities;  Rates;  Service.) 

INDEPENDENT  COMPANIES: 

rules  governing  switching  service  to  579-S80 

INDUCTION: 

grounded  line  system  subject  to  S40-S42 

INFORMATION.     (See  Inlerstate  Commerce  Commission.) 

INSPECTION.     (See  Accounts.) 

INSTALLATION.     (See  Instruments.) 

INSTRUMENTS: 

furnished  by  subscribers,  rule  requiring,  unlawful. ..617-620,  641-644 

installation  and  removal  cost,  factor  in  fixing  fates 586-590 

(See  also  EqtiiiMnenL) 

vni 
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INSURANCE: 

allowance    for    663,  682.  687-688,  692,  747,  783.  801,  815,  821 

not    made    623,628-629.636.638 

INTERCHANGE  OF  SERVICE: 

commission's  posilian  in  regard  to  general  contracts  for 534 

contracts  for,  containing  agreement  in  restraint  of  competition, 

not  approved  (M-dOS 

free,  between  farm-line  and  exchange  subscribers,  required.  .S95-S96, 

598 

newspapers  and   magazines  with,  tor  advertising   779 

sanve  or  additional   facilities   for,  after  consolidation..  .559,  561-562 
(See  also  Physical  Connection;  Switching  Service.) 

INTERCOMMUNICATING  SYSTEM: 

rates  to  subscribers  owning  and  maintaining  stations 579 

INTEREST: 

construction  during,  allowance  for 663,  682,  688-690,  692, 

715.  742.  747,  783.  800,  815 

not  made   623,  628-629 

deposits,  for: 

extension  of  lines,  on 777 

guarantee  of  payment  of  bills   727.  729,  753 

(See  also  Return  upon  InvestnKnt.) 

INTERFERENCE,  ELECTRICAL: 

grounded  line  system  subject  to   S40-S42 

INTERRUPTIONS  TO  SERVICE: 

refund   tor    S94 

INTERSTATE  COMMERCE  COMMISSION: 

inrvestigation  of  telephone  companies    655-^9 

INTER-ZONE  RATES: 

toll  reduction  543-558 

INVESTIGATIONS: 

expenses  of  727,  7S0 

interstate  commerce  commission,  by  65S-659 

INVESTMENTS: 

private  undej-takings,  in.  disapproval  of  726,  737-738 

JUNCTION  POINTS: 

designated  by  commission   5S9.  562-563 

JURISDICTION: 

appeal  from  ordinances  passed  before  the  creation  of  commis- 
sion not  within  commission's  836 

consolidation  within  commission's 781,  786.  788,  790-791 

extension   of  lines,  within   commission's 760,  762-764 

rate   and   service   regulation   within    commission's 786-789 

rate  fixing  of  public  utilities 622,  625-626,  699,  706 

rates  charged  for  advertising 837-838,  840.  844-845 

xviii 
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KANSAS— PUBLIC  UTILITIES  COHHISSION: 

power   to   adjudicate    purely    Usal    questions    between    utilities 
furnishing  different  kinds  o[  service 540-541 

LABOR: 

10%  of  cost  for  enghKering,  deemed  fair -. . . .  .663,  69fr^l 

LAWS: 

common,  utility  can  refuse  or  accept  business  under.  .837,  840-841,  843 
statutory,  utility  may  not  discriminate  between  customers  of  the 
same  class. under 837,  844 

LEASES: 

approval    of    531-533 

rental  equal  to  net  income  derived  from  operation 532 

property,  information  as  to,  required   by  interstate  commerce 
commission    658 

LEGAL  EXPENSES: 

aUowance  for 663.  682,687,  692,  783,  800-801,  813,  815 

not  made  743,  747 

chargeable  to  operating  expenses 714-715 

LIFE  OF  PLANT.     (See  Depreciation.) 

LIMITED  SERVICE.     (See  Rates.) 

LINCOLN,  NEBRASKA: 

rate  increase  following  consolidation  of  automatic  and  manual 
plants  in  the  Lincoln  zone,  disapproval  of 661-699 

LINES: 

built  by  subscribers: 

rule  requiring,  unlawful 617-620,  641-644 

switching  rate  for 535,  537 

extension: 

bond  sale  for   567 

cost  a  factor  tn: 

determining  company's  obligation  to  make 776-777 

valuation  of  property 726,  740,  745 

deposits  for,  to  gas  companies 773,  776,  778 

lessor  to  make  betterments  and 532 

obligation  to  make,  when   necessary 563 

protest   to   commission   against fM 

Tate  increase  to  secure  fund  for 641,  645 

required  by  public  convenience  and  necessity 760-765 

stock  and  bond  issue  for,  approval  of 559-565 

territory  already  occupied  by  another  company,  into,  sub- 
ject to  commission's  authority 646-647 

unremunerative,  not  required 772-778 

utility's  obligatian  to  give  proof  that  proposed  extensions 
have  been  made 675,  678 


TABX 

LINES — Contiiiued: 

approv&l  of   531-533. 

renta]  equal  to  net  income  derived  from  operation 532 

overloaded,  extension  of  lines  to  relieve  congeation  of 761-764 

toll,  Bgreciiicnl  not  to  build  competing,  not  approved 604-^05 

(See    Also     Farm- Lines;     Party- Lin«s;     Physical     Connection; 
Plant) 

LOAD: 

factor  in  fixing  rates 703 

off  peak   703 

LOCALITIES: 

diacrimiaation  in  rates  between 543-558 

(See  also  Rates.) 
LONG  DISTANCE  SERVICE.     (See  Rates:  toll;  Service:  toll.) 
LOSSES: 

payment  in  advance  protects  company  against 621-622 

MAGAZINES: 

free  service  to  employees  in  exchange  for  advertiiiiw 779 

UAINTEHANCE: 

allowance  for  636,  638 

defined    623 

distinction  between  -depreciation  and 623,  633 

8%  computed  on  reproduction  cost,  new,  deemed  sufficient  for 

depreciation  and   664,  696 

9%  allowance  for  depreciation  and 663-664,  685,  695 

HANAQERS: 

salaries: 

hifi^ier  than  usual,  unreasonable 595,  597-598 

included   in   operating   expenses S97 

HAPS: 

destruction   prohibited    660 

(See  also  Plans.) 
MATERIALS: 

allowance  for  628,  630,  636,  63S 

considered  in  valuation 669,  6SI 

10%   of  cost  for   engineeritig  deemed  an  unreasonable  allow- 
ance     663,  696 

(See  also  Supplies.) 
MERGER.     (See  Consolidation.) 
MERRILL,  WISCONSIN: 

rate  increase  upon  improvem'ent  in  service 649-654 

MESSAGES: 

local,  physical  connection  between  competing  companies  for  ex- 
change of,  not  required 584-585 
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HESSAOES— Continiwd: 

nirtea: 

non- subscribers,  to   605-606 

per  message,  substituted  for  flat  switching 583 

switching  charge  in  addition  to  t-emtinal  fee,  nnlawful. .612-615 

routing: 

commissions    537 

same  or  additional  facilities  for,  after  consolidation.  .559,  561-562 

MESSENGER  SERVICE: 

rates  in  addition  to  regular  switching  fee,  not  approved 607-609 

METALLIC  CIRCUIT  SYSTEM: 

rates    538,  582 

increase  over  those  changed  for  grounded  Itne  service..  .649-654 
substituted  for  grounded  circuits 578,  649-651,  653-654 

to  avoid  induction   from  electric  light  tines 540-542 

(See  also  Grounded  Line  System.) 

METERS: 

rentkl    cAiargcs    for,    abolished 728-729 

HILEAOE: 

basis  for  nitea: 

beyond   exchange   radius 535-537 

impracticable  to  base  toll  charges  on  exact  distance.  .544,  547, 
SSO,  553,  555 
MINIMUM  CHARGE: 

electrical  service,  for 702-703,  723-724,  7S3-754 

yearly  instead  oi  monthly,  reduces  cost  of  service 768-770 

MITCHELL,  SOUTH  DAKOTA: 

increase  in  long  distance  automatic  telephone  rates 622^1 

MONOPOLY: 

company  enjoying,  may  not  discriminate  between  customers  of 
the  same  class 837-838,  840^5 

investigation  of  telephone  companies  to  ascertain  whether, 
exists   655-659 

regulated  vs.  competition 700-701,  708,  716,  720 

MORTOAQES: 

approval  of  560 

MT.  COMFORT,  INDIANA: 

rate  increase   538-539 

MUNICIPAL  RATES.     (See  Rates.) 

NEBRASKA— RAILWAY  COMMISSION : 

criticism  of  methods  used  by,  in  rate  fixing  cases 661-698 

powers  of 661,  665-666 

NET  RATES.    (See  Rates.) 
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NEW  HAMPSHIRE— PUBLIC  SERVICE  COMMISSION: 

jurisdiction    781,  786-791 

NEWSPAPERS: 

discrimination  between  adv-ertisers  of  the  same  class 837-846 

free  *emce  to  emqiloyees  of,  in  exchange  for  advertising 779 

NIGHT  SERVICE: 

inadequate,  due  to  failure  of  operator  to  respond  to  bell 595-596 

NON-PAYMENT: 

pienalty  for: 

not   approved    607-608 

switching   bills    579^580 

toll  charges  within  specified  time  579-580 

refusal  of  service  at  regular  rates  because  of  837-839 

NON-STOCKHOLDERS : 

diacrimination  between  stockholders  and 605-606,  617-620,  641-444 

NON-SUBSCRIBERS: 

discrimination  in  toll  rates  ttelween  subscribers  and 609, 

610-611,  616^17 

messa^   rate   to    605-<S06 

(See  also  Subscribers.) 

NOTES.     (See  Bonds;  Securities;  Stock.) 

NOTICES: 

extension  of  lines  into   territory   already  occopied  by  vnother 
utility    646-648 

OCCUPATION  TAX  663,  682,  687.  692 

OFF  PEAK  LOAD.     (See  Load.) 

OFFICERS: 

salaries,   reduction   of.   advised,   to   decrease    expenses 701,721 

OFFICES: 

county,  free  or  reduced  rates  service  to,  prohibited 568,  S71-S72 

OHIO— PUBLIC  SERVICE  COMMISSION: 

jurisdiction    836 

OKLAHOMA— CORPORATION  COMMISSION: 

jurisdiction  over  rates  charged  for  advertising.  .837-838.  840,  844-845 
powers    over    excess    collections    from    unauthorized    rate    in- 
ca-ease    599-601 

OKLAHOMA— SUPREME  COURT: 

commission  order  upheld  by   599-«>l 

OKLAHOMA  CITY.  OKLAHOMA: 

refund  of  excessive  rate  collections  599^601 
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OPERATING: 

«xf>ettsei    597 

considered  in: 

fixing  rates    624-625.  627,  63S-641,  649,  652 

valuation  of  property  705,  720,  813,  821.  823 

items   properly    chargeable   to    714 

message  instead  of  flat  switching  rate  to  secitre 583 

payment    in    advance    dundnishes    621-622 

rale  increase  to  secure  538-539 

rates  should  be  adequat*  for  reasonable  return  i^ton  invest- 
ment and    661,667,672 

statement  of,  required  by  interstate  commerce  commission.. 659 

ratio    597 

revenues    597 

considered  in: 

fijung   lUtes    » 624-625,627,635-641 

valuation    813,  823 

statement  of,  required  by  interstate  commerce  commission.. 659 
(See  also  Service.) 

OPERATORS: 

competent,  must  be  employed   S95,  597 

salaries    includ«d    in    operation    expenses    597 

(See  a'lso  Employees.) 

ORDERS: 

modified,  for  bonds  issued  as  collateral    567-568 

violation   of,    fine 601 

ORDINANCES: 

appeal  from,  passed  before  creation  of  commission,  not  within 

commission's    jurisdiction    836 

(See  also  Franchises.) 

ORGANIZATION: 

allosraaoe    for    663.  682,  687.  692,  742,  747,  783,  801,  824 

(See  also  Development.) 

ORIGINAL  COST.     (See  Cost.) 

OVER-CAPITALIZATION.     (See  Capitalization.) 

OVERHEAD  CHARGES: 
allowance  for: 

1S?&   reasonable    783,  801-802,  805,  811-812,  817 

17.2%  of  reproduction  cost,  new 663,  683.  .685,  (»5,  697 

10%   to   12%   reasonable    812 

30%  considered  too  high   805,811 

12%  deemed  fair   684,  686,  697,  700,  720,  726,  741,  748-749 

21.7%  of  reproduction  cost,  considered  too  high 663,  683, 

685,  695,  697 
22.6%  of  present  value  d««m«d  too  high. .663,  683,  685,  695,  697 

contingencies    623.  628-629.  663,  682,  .691,  747,  783.  80fr«H,  815 

contractors'  profits  783,  811-81^  815 
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OVERHEAD  CHARGES— ContJiuwd: 

engrneenng    623,  628-629.  663.  682,  690,  692,  783.  799,  801,  81S 

insttrance    623,  628-629.  636.  638,  663.  682.  687-688,  692.  747. 

783,  801,  815,  821 

interest  during  construction 623,628-629,663.682, 

688-690,  692,  715,  783,  800;  815 

items  included  in   663,  682 

legal  ei;pcnses 663,  682,  687.  692,  783,  800-801,  813,  815 

mrterials    628,630,  636.  638 

occupation  tax  663.  682.  687,  692 

organization  663.  683.  692,  783,  801,  824 

peroenlagies  allowed   685-666 

printing   663,  682,  687,  692 

superinwndence    783,  799,  801,  815 

taxation    663,  682,  687-688,  692 

(Sec    also    Development;    O^anization.) 

OVERLOADED  LIHES: 

extension  of  lines  required  to  r«lieve  congeition 761-764 

PARALLEL  LIMES.     (S«e  Competing  Companies.) 

PARTY-LINES: 

rates    650-651 

business    53S.  536,  538,  S92.  651 

physicians  to,  for  busmess  and  residence  tel^hones  on  same 

two-party  line  S68-57ft  572,  S7S-S77 

reduction  for  summer  service  586-590 

Mstdence  535-536,  538,  592.  624,  635,  637.  639 

suburban  service  535-S37 

two-party: 

business  rates 582,  651 

residence  rates    582,  651 

PAYMENT  IN  ADVANCE 582,  592,  602 

annual    rental.    10%    discount    for    607-608 

approval  of  620-621 

discount    ...: 624,  637,  639 

switching  service,  for  S79-580 

PENALTIES: 
non-payment: 

not  approved   607-608 

switching  bills    579-580 

&U  charges  within  specified  time  579-580 

(See  also  Discoiut) 

PHOENIX,  ARIZONA: 

rate  reduction  for  electric  service 699-725 

PHYSICAL  CONNECTION: 

con>peting    companies,    between,    for    load    messages,    not    re- 
quired  S84-58S 

information  as  to,  required  by  intn'state  commerce  commission.. 658 
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PHYSICAL  CONNECTION— Continued: 

same  facilities  for,  after  consolidation 559,  560^5til 

toll   messages   for,   required    S84-58S 

(See  also  Interchange  of  Ser\-ice;  Switching  Service.) 

PHYSICAL  VALUATION  OF-  PROPERTY.     (See  Valuation  of 
Properly.) 

PHYSICIANS: 

rates: 

busit»ess    S68-S70,  572,  57S-576 

residence    , 568-57ft  572,  575-577 

PLANS: 

destruction  prohibited   660 

(See  also  Mapi.) 

PLANT: 

abandoBed: 

excluded  from  valuation    TOO,  713-714,  722 

included  in  valuation 7S2,  792,  809-810 

loss  due  to,  not  a  factor  in  valuation  of  property.  ..726,  751-752 

PORTABLE  TELEPHONES: 

rates  535 

(See  also  Desk  Telephones.) 

PRESENT  VALUE  801,  804-807,  816-817,  835 

as  basis  for  rates  ...662,  663,  668,  682-686,  692-695,  727,  747,  749-7SO 
considered  in: 

fcring  rates  623,  631,  633 

valuation    701,  717-720,  726-727,  734-739,  747,  749 

defined    TOO,  7D6 


PRIVATE  BRANCH  EXCHANGES: 

rates  for  trunk  linos    624 


contractors',  no  allowance  for 741-742,  783,  811-812,  815 

PROMOTION: 

expenses,  no  allowance  for  743,  747 

(See  also  Development;  OrRanization.) 

PROMPT  PAYMENT: 

discouttt   771-772 

allowwd  until  specified  numbor  of  subscribers  have  been  con- 
nected   602 

period  tor,  extended 583-584 

PROPERTY: 

considered  and  valued  as  a  whole,  not  in  parts 783,  822 

private,  devoted  to  public  use  subject  to  re«rulation 843-844 
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PROPERTY— Continaed: 

sale  of: 

^proval   565-S66 

information    concerning,    required    by    inMrstaM    commerce 

coRuniftsion    657-658 

valuation    781-835 

(See  also  Valuation  of  Property.) 

PUBLIC  CONVENIENCE  AND  NECESSITY: 
certificate: 

granted  to  second  company  far  operation  in  tenitor;  from 

which  the  existing  utility  withdraws 533-537 

granting  of,  is  not  to  be  taken  as  approval  of  appltcaat*! 

rate  achedule  537 

extension   of  lines   required   by    760-765 

power    of  commission    to    prohibit    construction    of  competiiig 
utility   unless    required    by 646-647 

PUBLIC  SERVICE  CORPORATIONS.     (See  Public  Utilities.) 

PUBLIC  UTILITIES: 

obligation  to  render  service  without  discrimination 843-844 

(See  also  Common  Carriers;  also  the  names  of  various  kinds 
of  utilities.) 

PURCHASE  OF  PROPERTY.     (Sec  Sale  of  Property.) 

RADIUS  FOR  SERVICE: 

established  535-536 

(See  also  Territory.) 

RAILWAYS: 

interchange  of  service  with  newspaq^rs  and  magazines,  for  ad- 
vertising    779 

stations,  free  or  reduced  rale  service  to,  prohibited 568,  571-572 

RATE  OF  DEPRECIATION.     (See  Depreciation.) 

RATE  OF  RETURN: 

fair,  stockholders  entitled  to   699,  701,  707,  716,  783. 

792-794,  826-833 

8?&   deemed  reasonable    701,720,722,727,746 

14?5.  allowance  for  depreciation  and  649,  652 

7%  on   present  value    623.  635.  638-639 

deemed  too  high  when  service  is  poor  664,696-698 

fife    deemed   reasonable    664.  696 

lO'/o,  not  deemed  excessive  if  rates  are  reasonable 7D1.  724 

variabJe,  should  be,  with  quality  of  service 661,  664.  667,  698 

(See  also  Return  upon  Investment.) 

RATES: 

adequate,  should  be,  for  operating  expenses  and  a  reasonable 

return  upon  investpment 661,  667,  672 

air-line  basis  for  toll   616 
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RATES — Coatinned : 

amonnt  of  business  as  'basis  for 838^9 

disapproval   of   «»,  611-612 

annual,  10%  discount  for  payment  in  advanoe  of,  approval. .  .607-606 

asylums    702 

boarding   houses 704 

business   S3S-S36,  538,  592,  596.  624.  635,  637.  639,  650,  702,  704 

and  residence,  difference  in,  reasonable 568-577 

flat   592, 

use  and  not  location  of  telephone  to  determine 568-570, 

572,  574-57S 

churches  704 

classification  568-569,  571-574,  704 

commission's  power  to  fix  622,  625-106 

conoeasions  in,  prohibited 725,  728,  730-731 

dependent  upon  service,  should  be  666 

desk  telephones  .- 535-538,  651 

determined  by  use  and  not  location  of  telephont 568-570, 

S72,  574-575 

discount  for  prompt  payment 771-772 

disc  rim  mat  ion   568,  571-572 

between  competing  companies  837-846 

free  or  reduced  rate  service  to- railway  stations,  county  of- 
fices, etc.,  prohibited 568,  571-572 

information  as  to,  required  by  interstate  commerce  commis- 
sion     658 

localities  between   543-558 

prohibited    699,  703-705,  725,  728.  730-731 

stockholders  and  -non- stockholders,  between   605-606 

subscribers  and  non-swbscribers,  between 609,  610-611, 

•    616-617 

toll  543-558 

doctors,   for  business  and  residence   telephones  on   same   two- 
party  line    568-570,  572,  575-577 

excessive,  collected  from  unauthorized  rate  increase,  refunded .. 599- 
601,  701,  722,  725 

extension  bell  538,  579 

extension  telephone    568,  571,  579,  6S(NS51 

.  calling  and  talking  sets  624 

farm-line   535.  537-538,  582,  596 

charge  in  addition  to  terminal  fee,  for  toll  messages,  im- 

lawful    607-609,  612-615 

increase,  to  secure  fund  for  extensions  641,  645 

switching  635,  637,  639 

See  also  subur^n,  infra. 
50%  greater  tban  regular,  for  two  parties  using  same  telephone. 582 
flat: 

business   S92 

residence    592 

switching,  substituted  by  message  charge  to  secure  sufficient 
operating  expenses  - 583 
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RATES— Continned : 

grounded    (arm-line    538 

government    schools    702 

hotels   W 

increue: 

consoUdation,  upon,  disapproval .  of    661-699 

farm-lines,  to  secure  funds  for  «xUnB Jews 641,645 

improvement  in   service,  following   649-654 

and  increase  in  number  of  subscribers S9I-S93,  602-603 

secure  revenue  sufficient  for  expenses  538-539 

unauthorized,  refund  of  excess  charges  from 599-601 

inforination  as  to,  required  by  interstate  commerce  commission. 657 

intercommunicating  system,   to  subscribers   owning  and  main- 
taining stations 579 

inter-zone  toll,  reduction  of .543-558 

less  than  scheduled,  collection   of  undercharges  ordered,  from 
consumers   paying 701,  724 

localrtiea,  discrimination  between,  due  to  zones   543-558 

nuMKge: 

non- subscribers    to    .' 608-606 

aabstituted  for  flat  switching   583 

messenger  fee  in  addition  to  regular  switching,  not  approved. 6(^-ti09 

metallic  circuit  system  538,  SS2 

mileage: 

beyond  exchange  radius  S3S-S37 

exact,  impracticable  basis  for  toll 544,  547,  550,  553,  555 

minimuni  charge,  yearly  instead  of  monthly,  reduces  cost  of  serv- 
ice      768-770 

one-way  switching  fee  for  telegrams  a«id  toll  messages,  not  ap- 
proved   580-581 

party-line: 

business    535-536,  538,  592,  651 

four-party 650-651 

physicians,   to,    for   business   and    residence   telephones   on 

same  two-party  line   S68=S70i  572,  575-577 

residence    535-536,  538.  592,  624,  635,  637,  639,  651 

two-party  650651 

payment  in  advance 582,  592,  602 

approval  of  

discount  624,  ( 

10%,  for  annual  rental   

portable  telephones    535 

private  branch   exchange  trunk  lines   624 

prohibitive,  discourage  development  of  company's  business.. 586,  K9 

prompt  payment: 

discount  allowed  until  specified  number  of  subscribers  have 

been  connected  5S3-S84 

period  for  discount   for,  extended    583-584 

reduction : 

increase   in   business  following    721,723 

inter-zone  toll  543-558 
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RATES— Condtined : 

reduction — Continued : 

Bnnuner  service  586-590 

when  more  than  fair  return  upon  investment  is  earned.  .699-755 

rental  rate  covering  toH  aervice,  appo-oval  of 610-611,  616-617 

resideftce    535-536,  538,  592,  624,  635.  637,639,  651, 

702,  704 

and  business,  difference  in,  reasonable 568-577 

schedules : 

approval  622-641 

withheld   607-609 

filed    with    commission    ....614-615 

selective  ringing  line    538 

service  less  than  cost,  unjustifiable    699,  721 

short  optional    838,840 

short  term  .SS6-S90 

sliding  scale   770-772 

special,  based  on  amount  of  business 838-839 

suburban    535-537 

desk  telephones *. S3S-537 

See  also  farm -lines,  supra. 
summer  service  586-S90 

charge  in  addition  to  regular  tenninal  tee,  unlawful 612-615 

farm-lines  635,  637,  639 

when  lines  are  built  ^nd  maintained  by  subscriber.  ..535,  537 

message  instead  of  flat    583 

messenger  fee  in  addition  to,  not  approved  607-609 

terminkl    charges    635,  637,  639 

switching  {ee  in  addition  to,  unlawful 607-609,  612-615   ' 

theory  and  practice  of  fining 543,  552,  666-667 

toll   534-535,  537,  624,  635,  637,  639 

air'^line  basts  for 616 

charge  in  addition  to  regular  tenninal  fee,  unlawful €07-609, 

612-615 
ditcfMnination  in,  between  subscribers  and  non-siibscribers.609- 

611,  616-617 

inter-aoue    543-558 

message,  substituted  for  flat   583 

not  to  exceed  charges  by  other  companies  for  like  service. 595-598 

reduction  between  zones  543-548 

rental  rate  covering,  approval  of 609,  611,  616-617 

subscribers  and  non-subscribers  609-611,  616-617 

switching  fee  for,  not  approved  580-581 

two  parties  using  same  instrument 582 

two-party  line: 

btwineas    592.  651 

residence 592,  651 

use  and  not  location  of  telephone  to  determine  .  .568-570,  572,  574-575 

valuation  of  property  in  fixing.     See  Valuation  of  Property. 
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RATES— Continiied : 
Electric  Light  and  Power  Companiet: 

reduction    ' 699-755 

schedules  changed   76S-770 


appeal  from  ordinance  fixing 836 

sliding  scale    770-772 

(See  also  Commissions;  Service.) 

RATIO,  OPERATING 597 

REAL  ESTATE: 

aUowancc   for    628.  669.  681,  749,  809.  813,  815-816,  818 

appreciation  of,  included  in  valuation  of  property 700,  717,  719 

depreciation: 

no  allowance  made  623,  634 

or  appreciatkin   of  differiemt  parts  of.  not  considered  indi- 
Yidually    783,  822 

REASONABLE  RATES.  (See  Rates.) 

REBATES: 

allowance   for    ' 714 

(See  also  Free  Service;  Rates:  reduction.)  ■ 

RECEIPTS.     (See  Revenues.) 

RECONSTRUCTION.     (See  Repau-a.) 

RECORDS: 

destruction   of,  prohibited    660 

REDUCED  RATES.     (See  Rates:  reduction;  Service.) 

REFUNDS: 

deposits  for  extension  of  lines  *. 773,  776 

excess  collections  from  unauthorized  rate  increase. S9^<01, 

.       701,  722.  725 

inlerruptions  to   service,   for    594 

rates  oollecttd  in  excess  of  reduced  rates    .. .599-601.  701,  722,  725 
receipts  entitling  patrons  to,  if  rates  are  not  approved  by  com- 

imission   649,  651 

(See  also  Rates:  reduction;   Fnoe  Service.) 

RfiOULATION: 

govemnHntal.    preferable    lo    competition    700-701.708,716,720 

private  property  devoted  to  public  use.  subject  to  843-844 

REMOVAL  OF  INSTRUMENTS: 

cost,  a  factor  in  fixing  rates  586-590 

RENTALS: 

annual,  10%  discount  for  payiment  tn  advance  of,  approved... .6(^-608 
leased  lines,  for,  sum  equal  to  net  income  derived  from  opera- 
tion     532 

meter,  abolished   728-729 
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REPAIRS: 

leasee  to  make,  ont  of  proceeds 532 

snbacribera  to  nrak«,  cm  tbeir  own  lines  582 

REPLACEMENTS: 

depreciation,  charged  to    651 

REPORTS: 

bonds,  sale  of   565 

stock,  sale  of   565 

REPRODUCTION  COST,  NEW: 
considered  in: 

computing  depreciation   632 

fixing  rates  662-663,  682-686,  692-695 

valuation  of  property  701,  706,  711,  71S,  718-720,  72S-726, 

728-729,  739,  747,  749,  782,  792-79S,  798-803,  806-822 

minus  depreciation  782.  794,  801-802,  806-807.  809,  816 

as  basis  for  rates 662-663,  668,  682-686,  692-695 

(See  also  Cost:  original;  Depreciation;  Dnplication  Cost;  Pres- 
ent Value.) 

RESERVE  ACCOUNTS: 

considered  in  valuatiofi  of  property 734 

RESIDENCE  RATES.    (See  Rates.) 

RESIDENCE  TELEPHONES: 

defined  572 

RETURN  UPON  INVESTMENT: 

rate: 

8%  deemed  reasonable  701,  720,  722,  727,  746 

14%  allowanoe  for  dopreciation  and  649,653 

7%  on  total  value 623,  635,  638-639 

7%  upon  present  value  deemed  too  high  when  service  is 

IMor .664,  696-698 

6%  deemed  reasonalble  664,  696 

10%,  not  deemed  excessive  if  rates  are  t-easonable 701,  724 

variable,  should  be.  with  quality  of  service.  ..661,  664^  667.  698 

rates  should  be  adequate   for  operating  expenses  and  reason- 
«b1e  661,667,672 

stocUiolders: 

entitled  to  fair    699,  701.  707,  716.  783,  792-794,  826-833 

should  receive,  from  stock  dividend,  not  from  discrimina- 
tory privileges    617.  619-620;  641-645 

(See  also  Rate  of  Return.) 

REVENUES: 

Derating 597 

considered  in: 

fixing  rates  624-625,627,  635-641 

valuation    813,  823 

statement  of  required  by  interstate  commerce  ci>mmbsion...659 
(See  also  Expenses.) 
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EIGHTS  OP  WAY: 

cost  of  securing,  considered  in  valuation  669,  681 

(Sec  also  Franchises.) 

FINGINO  SIGNALS: 

physician's   business    and    residence    telephones    on    same    two- 
party  line  with  simultaneous  568-S70,  S72,  575-577 

ROUTING  OF  MESSAGES: 


same  or  additional  facilities  for,  after  consolidation 559,  561'562 

(See  also  Switching  Service.) 

RURAL  LINES.    (See  Farm-lines.) 

RURAL  TELEPHONES: 

defined  572 

(See  also  Farm-Lines.) 

SALARIES: 

emfdoyees',  considered  in  estmiatins  operating  expenses. .  .636,  638 

managers',  disapproval  of  unreasonable   595,  597-598 

officers',  reduction  of,  advised  to  decrease  expenses 701,  721 

operators'  and  managers',  included  in  operating  expenses 597 

SALE  OP  PROPERTY: 

apfiroval  of  565-566 

information  concerning,  required  by  interstate  conunerce  com- 
mission     657,  65tj 

vaVnation  for 781-835 

(See  also  Consolidation;  Leases.) 

SALVAGE: 

allowance  for  588,  633,  651.  713.  722 

SCHEDULES.     (See  Bates.) 

SCHOOLS: 

goverranent,  rates  to  702 

SECURITIES: 

coltateral,    modified    order    for   bonds    used   as,   for   guaranteed 

bonds  567-568 

(See  also  Bonds;  Stock.) 


538 

SERVICE: 

break-down,  hig'her  rates  for  731 

classification,  approval  of  568-569,  571-574 

consolidation  not  to  affect    565-566 

cost: 

considered  in   valuation  of  property   729,739,750 

tncreased  by  monthly  instead  of  yearly  minimum  charge. 768-769 
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SBRVICS— CoBdmud: 

diicon  tinned: 

grounded  lines  -.578.  649-650 

non-iiayineiit  (or 579-580 

discrimmatioa: 

in  favor  of  company's  own  subscribers,  forbidden 562-563 

free: 

advertising,   in   exchange   for   779 

application  for,  denied  766-767 

city,  to 70« 

forbidden  780 

information  as  to,  required  by  interstate  cotmnerce  commia- 

sion  657 

inter-change  of,  between  farm-iine  and  exchange  subscribers 

required    S9S-596,  598 

railway  stations,  county  ofikes,  etc.,  to,  prohibited. .568,  571-572 
stockholders,  to,  deemed  discrimination  ...'. 605-606 

improvement  in,  rate  increase  to  follow 591-592,  602-603,  649-654 

inadequate: 

due  to  failure  of  night  operator  to  respond  to  bell 595-596 

extension  of  lines  required  when  760-765 

pifoCest  against  increased  rates  for  730 

increase  in,  following  rate  reduction 721,723 

interchange  between  conqianies: 

commission's  position  toward  general  contracts  for 534 

contracts  for,  restraining  competition,  not  apftroved 604-605 

same  o<r  additional  facilities  for,  after  consolidation.  .559,  561-562 

interruptiotts    to,   refund   for    594 

less  than  cost,  unjustifiable  699,  721 

messages,  routing; 

commissions 537 

same  or  additional  facilities  for,  after  consolidation. .  .559,  561-562 

messenger  fee  for,  in  addition  to  regular  switching  fee,  not  ap- 
proved     607-609 

newspapers,  employees  of,  free  to,  in  exchange  for  advertising. .779 

night,  inadequate,  due  to  failure  of  operator  to  respond  to  bell.  .595- 

598 

obligation  to  give   598-599 

payment  for,  must  be  in  money  or  in  advertising  space 779-780 

refusal  to  give: 

justilied  when    773 

not  justified  meirely  becauK  business  ts  undesirable 586,  588 

right  of  utility  under  common  law 837,  840-841,  843 

rotrting  of  messages: 

commissions  537 

same  o<r  additional  facilities  for,  after  consolidation. .559,  56\-S62 

summer,  rates   586-590 

■witching: 

charge   for  receiving  toll    messages  not  approved. ...  ..580-581 

discontinued  when  rates  are  not  paid  in  advance 579-580 

rates  614 
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SERVICE — Continncd : 
s  w  i  tch  i  ng — Con  tin  ued : 

charge  in  addition  to  regular  terminal  fee  unlawful... 612-615 

farm-line  635.  637,  639 

messenger  f«e  in  addition  *o  r«gular,  not  approved. .  .607-609 

rules  governing,  to  independ>eiit  coni|nnies 579-580 

unit  of,  farm-lrnes  and  local  exchange  constitute.  ..607,  609,  612-414 

v&lue  of,  considered  in  fixing  irates   699 

(See  also  Rates.) 

SHORT  OPTIONAL  RATES.     (See  Rates.} 

SHORT  TERM  RATES  586-590 

SINKING  FUND: 

depreciation,  for  806 

SLIDING  SCALE  RATES 770-772 

SOUTH  DAKOTA— BOARD  OP  RAILROAD  COMMISSIONERS: 

jurisdiction  over  ntte  fixing 622,  ^5-626 

STATEIMENTS.     (See  Reports.) 

STATIONS: 

branch  lexchange  rates '. 624 

railway,  free  or  reduced  rate  service  to,  prohibited S68,  571-572 

telephone : 

defined  658 

information  as   to,  re<inired  by  interstate   coounerce  com- 


STOCK: 

capital: 

information  as  to,   required  by  interstate   commerce   com- 

miation  6^5-657 

issue   673-676 

approval  of,  should  be  guarantee  of  conquny's  financial 

standing  661-662,  670,  672-673 

consolidation,  extensions  and  betterments,  for SS9-S6S 

in  violation  of  law 646-648 

powers  of  commission  over 670,  672-673 

reports  565 

sale: 

at  not  less  than  par 560 

holding  companies,    to 7S6-7S9 

value,  market,  considered  in  valuation  of  property 710-713, 

716.  733 
(See  also  Bonds;  Capitalization;   Securities.) 

STOCKHOLDERS: 

discrimination  between  non-stockholders  and 605-606, 

617-620,  641-644 

entitled  to  fair  return  upon  investment 699,  701, 

707.  716,  783,  792-794,  826-833 
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STOCKHOLDERS— Continned : 

T«tnrn  upon  investment  must  come  from  dividends  on  stock,  not 

from  discrimination  in  favor  of ...617,  619-620,  641-645 

(See  also  N  on- stockholders.) 

SXTB'CONTRACTORS : 

profits,   aJlowance    for 741-742,   747 

SUBSCRIBERS: 

1  toll  rates  between  non- subscribers  and. 609,  610-611, 
616-617 

owned  by.  no  charge  for 579 

farm-line  and  exchange,  extension  of  credit  same  to 607-609 

free  service  between  farm-line  and  exchange,  required. .595-596,  598 

incre«se  in  rates  upon  increase  in  number  of 591-593,  602-603 

instnunents,  owning,  pule  requiring,  unlawful 617-620,  641-644 

lines  <bui1t  by: 

rate  to  '535,  537,  582 

rule  requiring,  unlawful :.. 617-620,  641-644 

moral  and  fiiwncia]  responsibtlitj  of,  considered..^ 839-840 

name  entries  in  directories  showing  professions  of,  rates  to.  .568-570, 

S7S-S76 
number  of,  effects  discount  allowance  on  advance  payment....  602 
owning  and  maintaining  i  n  te  ream  id  unka  ting  stations,  rates  to-.  579 

party-line,   minimum   number,   for 535-536 

written  consents  to  rate  schedule,  necessary 592-593 

(See  also  Non-subscribers.) 

8UFURBAN  RATES.    (See  Rates.) 


SUPERINTENDENCE: 

allowance  for  783,  799,  801.  815 

SUPPLIES: 

considered  in  valuation 630,  636, 

638,  669,  685,  800,  8D2,  810-811,  815,  817 

depreciation  of,  no  allowance  for 623,  634 

(See  also  Materials.) 

SWITCHING  SERVICE: 

charge    for    receiving    toll    messages    and    telegrams,    not    ap- 
proved     580-581 

discontinued  when  rates  are  not  paid  in  advance 579-580 

rates: 

charge  in  addition  to  regular  terminal  fee,  unlawful 612-615 

farm-line  635,  637,  639 

when  lines  are  built  and  maintained  by  subscriber. .535,  537 

messenger  fee  in  addition  to  regular,  not  approved 607-609 

rules  governing,  to  iitdependent  companies 579-580 

(See     also     Farm-Lines;     Physical     Connection;     Routing     of 
McissHKes.> 
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TALKING  SETS.  EXTENSION.     ""       " 

TAXATION: 

allowance  for,  not  made 743,  747 

considered  in  valuation 636,  663,  682,  688,  692.  813,  821,  S23 

included   in   operating  expenses 597 

occupation  tax  663,  682,  687,  692 

TBLEORAHS.     (See  Telegraph  Companies:  messages.) 

TELEGRAPH  COMPANIES: 
messages: 

f«e  lor  forwarding,  not  approved 581 

(See  also  Rates.) 

TELEPHONE  COMPANIES: 

investigation  of,  by  interstate  conimerce  commission 655-6S9 

(See  also  Farm-Lines,) 

TELEPHONE  STATIONS: 

defined    658 

information    as    to,    required    by    interstate    commerce    com- 
mission      658 

TERMINAL  CHARGES 635,  637,  639 

toll  rate  in  addition  to,  unlawful 607-609,  612-61S 

(See  also  Rates.) 

TERRITORY: 

entire,  equal  zones  for 544,  547,  551,  555,  5S7 

(See  also  Radius  for;  Service.) 

TIME  LIMIT: 

special  rates  838-839,  845 

TOLL: 

lines,  agreement   not  to  build  or  operate  competing,    not  ap- 
proved     604-«M 

(See  also  Rates;  Service.) 

TRAFFIC.     (See  Service.) 

TRANSPORTATION : 

payment  for,  must  be  in  money  or  in  advertising 779^780 


service 725-755 

UNDERCHARGES: 

collection  of  sums   from  subscribers  who  have  paid  less  than 
scheduled  rales  701,  724 

UNIFORM  SYSTEM  OF  ACCOUNTS.     (See  Accounts:  system.) 

UNIT  COSTS: 

measure  of  value,  as 623.  629-630,  710,  717-718,  72S,  729,  782,  811 

disapproval  of  prices  used 661-663,  4 
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UNIT  OF  SERVICE.    (See  Service.) 
UNLIMITED  SERVICE.     (See  Rates.) 
UNREASONABLE  RATES.     (See  Rates.) 
UNSATISFACTORY  SERVICE.     (See  Service:  inadequate.) 

VALUATION  OF  PROPERTY: 

abandoned  plant : 

excluded  from    TOO,  713-714,  722 

mclnded  in 782,  792,  809-810 

as  basis  in  fixing  rates 623-624,  627,  661-755 

■bad  debts,  allowance  for 636,  638,  714,  8!3,  823 

considered  in: 

authorizing   consolidation    , 781-835 

fixing  rates  649,  653,  7S»7 

depreciation,  allowance  for 701,  708-711,  714-71S,  718-719 

estimates     of,     should     not     be     accepted     without     investiga- 
tion    663,  669-670,  672 

franchises,  cost  of  securing,  no  allowance  for 712,  715 

going  vakte: 

allowance  not  made 700,  715-717 

considered  in 783-784,  800,  8(K,  813.  815,  823-834 

17.5%  allowance  for.  deemed  unreasonable 662,  676,  677. 

items  included  in  estimating 669,  681,  729 

method  of  fixing  792-796 

non-operating    expenses    «t>d    revenues    considered    in    valua- 
tion    813,  823 

operating  expeU'Ses  and  revenues  considered  in,..' 813,  821,  823 

original  cost  a  factor  in 705 

overhead  cbargea: 
allowance  for: 

1S%  reasonable 783.  801-802,  805,  811-812,  817 

17.2%  of  reproduction  cost,  new 663,  683,  68S,  69S,  697 

10%  to  12%  deemed  reasonable 812 

30%  deemed  too  high 805,  811 

12%  deemed  reasonable. .684.  686,  697,  700,  720,  741,  748-749 

21.7%,  on  reproduction  cost,  unreasonable 663,  683, 

685,  695,  697 

22.6%  on  present  value,  cjccessive 663,  683,  685,  695,  697 

contingencies 623,  628-629,  663.  682,  691.  783,  800-801,  815 

contractors'  profits    783,  811-812,  81S 

engineering 623,  628JS29,  663,  682,  690,  692,  783,  799,  801,  815 

623,  628-629. 

636,  638,  663,  682,  687-688,  692,  783,  801,  815,  821 

t  during  construction 623,  628-629. 

663,  682,  688-690.  692.  71 S,  783,  80a  811 

legal  eiopenses 663.682,687,692,  783,800-801.813,815 

materials   628,  630,  636,  638 

organization   663,  682.  687,  692.  783.  801,  824 

printing   <*3.  682,  687,  692 

superintendence  783,  799,  801,  815 
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VALUATION  OF  PROPERTY— Contioued: 
present  value: 

as  basis  for  rates 662-663,  668,  6 

considered  In   701.  717,  719 

fixing  rates  623,  631,  633 

real  estate,  appreciated  value  of,  allowed  in TOO,  717,  719 

rebates,  allowance  for 714 

reduction  cost,  new,  allowance  for. . .  .632,  701,  708,  711,  715,  718-720 

minus  depreciation  as  basis  for  rates 662-463, 

668,  682-686,  692-«95 

sale,  for   781-83S 

salvage,  allowance  for 713,  722 

stock  and  bonds,  market  value,  considered  in 70S,  710-713,  716 

taxation  636,  663,  682,  687-6S8.  692,  813,  821,  823 

unit  costs  as  measure  of  value 623.  629-630,  725,  7Z9,  782,  811 

disapproval  of  prices  used 661-663,  681,  692-695.  698 

water  power,  cost  of  securing,  considered  in 785,  815,  820-823 

working  capital 720.  744-745,  747,  749 

not  included  in   623,  628-629 

(See  also  Depreciation.) 

WATBR  POWER: 

cost  of  securing,  considered  in  valuation  of  property 783,  815, 

820-823 
WHITE.  SOUTH  DAKOTA: 

toll  rates  between  Brookings  and 609-612 

WORKING  CAPITAL: 

aJlowance  for  720,  744-745.  747,749 

not  made 623,  628-629 

ZONES: 

equal,  for  entire  territory 544,  547.  551.  555,  S57 

inler-zone    rates    reduced 543-558 

system  for  toll  charges,  approval  of 543-544,  546-551 
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COMMISSION  ORDERS,  RULINGS  AND  DECISIONS 
DIRECTLY  AFFECTING  TELEPHONE  AND  TELE- 
GRAPH COMPANIES. 

CALIFORNIA. 

Railroad  Commission. 

In  the  Mattbb  op  the  Application  op  the  Graham  Faem 
Lands  Company  to  Lbasb^  and  Louis  Evans  to  Take 
BY  Lease  the  Telephone  Lines,  Equipment  and  Tblb- 
PHONE  Business  of  the  Geaham  Faem  Lands  Compant. 

Application  No.  458 — Decieion  No.  749. 

Dteidtd  June  ^6,  1913. 

Leue  of  Telephone  Plant 

Application  of  Graham  Farm  Lands  Company  to  lease  its  telephone  plant, 
in  die  towns  of  Graham  and  Tranquility  and  adjacent  territory,  to  Lotus 
Evans,  granted. 

Afpbabancbs: 

Luther  P.  Spaulding,  for  the  Graham  Farm  Lands  Com- 
pany. 

Louis  Evans,  in  propria  persona. 

Bbpobt. 

Gordon,  Commisiioner: 

At  a  hearing  held  in  the  town  of  Tranquility  on  April  15, 
1913,  in  the  matter  of  the  application  of  The  Pacific  Tele- 
phone and  Telegraph  Company  to  withdraw  and  of  Louis 
EiTanB  to  conatruct,  operate  and  maintain  a  telephone  system 
in  the  towns  of  Graham  and  Tranquility  and  adjacent  teni- 
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532  Calipoenia  Railuoad  Commission. 

toi^,  it  was  developed  that  the  teleplione  system  in  question 
IB  owned  by  the  Graham  Farm  Lands  Company,  and  is  oper- 
ated under  lease  to  Louis  Evans.  It  was  also  developed  that 
Louis  Evans  had  no  standing  before  tlie  Commission  in  the 
matter  of  that  application,  since  the  lease  itself  had  not  been 
approved  by  the  Commission,  and  any  action  taken  upon  the 
application  would  be  made  contingent  upon  the  approval 
of  the  lease. 

The  Graham  Farm  Lands  Company,  through  its  attorney, 
and  Louis  Evans  were  directed  to  apply  for  the  approval  of 
the  lease,  and  the  application  has  been  filed. 

The  hearing  developed  that  the  lease  is  for  a  term  of  five 
years,  commencing  January  1,  1913,  and  under  its  terms 
Louis  Evans  agrees  to  pay  to  the  Graham  Farm  Lands 
Company  as  rental  for  the  use  of  the  telephone  system,  an 
amount  or  sum  equal  to  the  net  income  derived  from  its  op- 
eration. It  also  provides  -that  the  lessee  is  to  be  permitted 
to  insure  and  keep  the  system  in  repair  out  of  the  proceeds 
of  the  business,  and  that  the  lessor  will  assume  the  cost 
of  any  construction  or  additions  to,  or  extensions  of,  the 
plant  which  the  basiness  may  demand.  It  further  provides 
that  at  the  expiration  of  the  lease  the  entire  property,  in- 
clusive of  any  and  all  extensions  and  additions  to  the  system, 
shall  revert  to  the  lessor. 

It  is  to  be  noted  that  the  lessee  is  to  pay  a  rental  for 
the  use  of  the  telephone  system  equal  to  the  net  income  de- 
rived from  its  operation,  hut  it  is  also  to  be  noted  that  the 
hearing  developed  that  the  lessee  is  also  the  agent  of  the 
lessor  in  the  development  and  operation  of  its  land  busi- 
ness, and  that  the  operation  of  the  former  is  an  important 
factor  in  the  development  and  operation  of  the  latter. 

No  reasonable  objection  to  the  lease  appearing,  the  fol- 
lowing order  is  recommended : 

OSDBR. 

Application  having  been  made  by  the  Graham  Farm  Lands 
Company  to  lease,  and  by  Tx)ui8  Evans,  to  take  by  lease, 
the  telephone  lines,  equipment  and  telephone  business  of 
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the  Grabam  Farm  Lands  Company  in  the  towns  of  Graham 
and  Tranqaility  and  adjacent  territory,  all  In  Fresno  County, 
California,  for  a  term  of  Ave  years  commencing  January  1, 
1913,  and  ending  December  31,  1917,  and  a  copy  of  said 
lease  having  been  filed  with  this  OommiaBion, 

/*  is  hereby  ordered,  That  the  application  of  the  Graham 
Farm  Lands  Company,  and  of  I^nis  Evans,  the  one  to  lease, 
and  the  other  to  take  by  lease,  the  telephone  lines,  equipment 
and  telephone  business  of  the  Graham  Farm  Lands  Company 
in  the  territory  defined  in  that  certain  lease  filed  with  this 
application  be  and  the  same  is  hereby  granted. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
ordered  filed  as  the  opinion  and  order  of  the  Bailroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  twenly-sixth  day 
of  June,  1913. 


In  thb  Matthr  op  the  Application  of  The  Paotfio  Tblb- 

PBONV  AND  TB3.BGBAPH   COMPANY  TO  WpTHDEAW  FBOU 
CSBTAIN   TbHRITOHT,   AND   TXHTK    EVANS   TO   CONSTRTJOT, 

Opbsatb  AND  Maintain  a  Tblbphoni  Stttbh  in  thh 
Said  Samb  Tebbitobt. 

Application  No.  448 — Decision  No.  750. 
Decided  Junt  26,  1913.- 

Withdnwtl  from  Field — DivinMi  of  Territoir— Bstablialmieiit  of  Katca 
— DiTulon  of  InteiUiW  Toll  Rncnne; 

Applicatioo  of  The  Pacific  Telephone  and  Telegraph  Company  to  with- 
draw and  of  Louis  Evans  to  operate  a  telephone  syjtcni  at  Graham  and 
Tranquility  and  adjacent  territory  granted. 

Appi&sangk  : 

H.  A.  Johnson,  for  The  Pacific  Telephone  and  Telegraph 
Compai^. 

Luther  P.  Spaulding,  for  Louis  Evans  and  the  Graham 
Farm  Lands  Company. 
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Bbpobt. 

Gordon,  i'ommiaisioner: 

This  is  an  application  involving  ttie  withdrawal  of  one 
company  operating  a  puldic  utility  from  a  field  in  favor 
of  a  new  company  desiring  to  enter  that  field,  and  to  operate 
a  public  utility  under  lease  from  a  third  party. 

In  its  original  form  this  application  was  an  application 
by  The  Pacific  Telephone  and  Telegraph  Company  and  IjOuIs 
Evans  for  permission  to  enter  into  a  connecting  agreement 
for  the  interchange  of  telephone  and  telegraph  business.  The 
application  in  this  form  was  not  considered  a  proper  matter 
for  the  formal  consideration  of  this  Commission,  since  the 
CommisBion  has  taken  the  position  that  it  is  not  passing 
upon  general  contracts  of  this  nature.  An  amended  appli- 
cation was  substituted  in  lieu  of  the  original  application, 
and  the  hearing  was  held  on  the  amended  application,  as 
it  appears  in  this  opinion  and  order. 

It  was  developed  at  the  bearing  that  Louis  Evans  is  op- 
erating an  exchange  at  Graham  and  serving  the  territory 
in  and  adjacent  to  Graham  and  Tranquility  under  lease  from 
the  Graham  Farm  Lands  Company,  and  is  without  standing 
before  the  Commission  in  the  matter  of  this  application,  in 
that  the  lease  was  executed  without  the  authorization  of 
the  Commission,  and  is  in  itself  illegal.  It  was,  therefore, 
stipulated  that  the  Graham  Farm  Lands  Company  and  Louis 
Evans  would  apply  to  the  Commission  for  approval  of  the 
lease.  This  application  has  been  filed  and  the  lease  has  been 
approved. 

Aside  from  the  condition  thus  developed  and  from  certain 
minor  considerations  affecting  rates,  and  calling  for  modifi- 
cation and  correction,  tlie  hearing  developed  no  objectionable 
conditions. 

Louis  Evans  has  built  a  line  from  the  exchange  at  Graham 
to  Jameson  for  connection  with  the  toll  system  of  The  Pacific 
Telephone  and  Telegraph  Company,  and  desires  to  exact  a 
toll  charge  to  and  from  points  outside  of  his  territory  for 
the  use  of  his  line.  The  application  contemplated  a  rate  of 
ten  cents  for  a  one-minute  conversation  and  five  cents  for 
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each  additional  minute.  By  stipulation  tiie  initial  period 
was  made  two  miQnte»  (instead  of  one)  for  ten  cents  and 
five  cents  for  each  additional  minute.  There  appears  to  be 
DO  reasonable  ground  for  objection  to  this  charge. 

The  schedule  of  rates  for  exchange  service  provided  for 
in  the  application,  and  as  subsequently  modified  by  a  sup- 
plemental Bchedale  designed  to  provide  rates  for  any  possible 
demand  for  service  in  the  rural  or  sabarban  districts  not 
provided  for  in  the  original  schedule,  is  as  follows: 

Exchange  radius:  one-half  mile  from  the  central  exchange  or  switchboard 
in  the  town  of  Graham. 

MONTHLY    KATES. 

(Within  exchange  radius.) 

BUSINESS.  BESIDBMCB. 

One-party  wall  set $2  50    One-party  wall  set $2  00 

Two-party  wall  set 2  00  Two-party  wall  set 1  75 

Four-party  wall  set 1  75    Four-party  wall  set I  50 

Ten-party  wall  set 1  00 

Desk  or  portable  sets,  25  cents  per  month  additional. 

MILEAGE  CHABGE. 

(Beyond  exchange  radius.) 

For  each  quarter  mile  or  fraction,  in  addition  to  above  rates: 

One-party    SO  cents  per  month 

Two-party    35  cents  per  month 

Four-party 25  cents  per  month 

SUBUSBAN     SERVICE. 

(Minimum  of  tour  subscribers  per  line.) 

Beyond  three-quarters  mile  and  not  exceeding  five  miles  from  central 
exchange: 

Ten-party  wall  set,  $2.00;  desk  set.  $225. 
Beyond  five  miles  and  within  territory  served  by  applicant; 

Ten-party  wall  set,  $2.50;  desk  set,  $2.75. 

PAKMBR  LINE  SERTICX. 

Switching  rate,  25  cents  per  month.  Minimum,  five  stations  per  line. 
Under  this  rate  farmer  line  subscribers  are  required  to  furnish  and  maintain 
their  own  lines  to  the  exchange  limits,  and  to  furnish  and  maintain  their 
own  telephone  sets. 

In  view  of  the  foregoing  the  following  order  is  recom- 
fnended: 
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Obdeb. 

Application  having  been  made  b;  The  Pacific  Telephone 
and  Telegraph  Companj  and  hy  Louis  Bvans,  the  first  to 
withdraw  from  territory  in  and  about  Graham  and  Tran- 
qnilit;,  both  in  Fresno  Coantj,  California,  and  the  latter  to 
construct,  operate  and  maintain  a  telephone  i^stem  ander 
lease  from  the  Craham  Farm  Lands  Company  in  the  said 
same  territory  as  defined  in  that  certain  proposed  connect 
ing  agreement  filed  with  this  application,  and  a  hearing  hav- 
ing been  held  thereon,  and  the  said  lease  between  the  Q-raham 
Farm  Lands  Company  and  l^uis  Evans  having  been  approved 
by  this  Commission, 

/(  is  hereby  ordered,  That  the  application  of  The  Pacific 
Telephone  and  Telegraph  Company  aud  of  Louis  Evans,  the 
one  to  withdraw  from  and  the  other  to  enter  the  field  in 
and  about  Oraliam  and  Trani|uility  as  a  public  utility  op- 
erating a  telephone  plant  at  the  following  rates: 


One-party  wall  set ^50  Desk  set $2  75  per  month 

Two-party   wall  set 2  00  Desk  set 2  25  per  month 

[■'our-party  wall  set  1  7S  Desk  set 2  00  per  month 


One-party  wall  set $3  00  Desk  set $2  25  per  month 

Two-party  wall  set   1  75  Desk  set 2  00  per  month 

Four-party  wall  set  I  50  Desk  set 1  75  per  month 

Ten-party  wall  set  1  00  Desk  set 1  25  per  month 

Exchange  radius:  one-half  mile  from  the  central  exchange  or  switchhoard 
in  the  town  of  Graham. 

MILEAGE  CHARGES. 

(Beyond  the  exchange  radius.) 
For  each  one-quarter  mile  or  fraction,  in  addition  to  above  rates : 

One-par^    50  cents  per  month 

Two-party    35  cents  per  month 

Four-party    25  cents  per  month 

SUBUUAN    SEXVICB. 

(Minimum  of  four  subscribers  per  line,) 
Beyond  three-quarters  mile  and  not   exceeding  five  miles  from  central 
exdnnge: 
Ten-par^  wall  set $2  00  Desk  set $2  25  per  month 
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Bqrond  five  miles  from  central  exchange  and  within  territory  served  by 
Louis  Evaiu: 
Ten-party  wall  set $2  SO  Desk  set $2  7S  per  month 


Switching  rate,  25  cents  per  month,  Minimum,  five  stations  per  line. 
Under  this  rate  fanner  line  subscribers  are  required  to  furnish  and  maintain 
their  own  lines  to  the  exchange  limits,  and  to  furnish  and  maintain  their 
own  telephtnie  sets. 

TQU.  BATKS. 

For  calls  between  points  without  the  territory  served  by  Louis  Evans  and 
points  on  his  lines:  10  cents  for  two  minutes  or  fraction  thereof  and  5 
cents  for  each  additional  minute  or  fraction  in  excess  of  two  minutes. 

be  and  the  same  is  hereby  granted;  provided,  tbat  tlie  pro- 
posed connecting  agreement  herein  referred  to,  be  so  modi- 
fied as  to  provide  for  the  payment  by  The  Pacific  Telephone 
and  Telegraph  Company  to  Louis  Evans  of  30  pep  cent,  on 
origiuating  tolls  or  the  equivalent  thereof  divided  between 
originating  and  incoming  tolls;  and  provided,  further,  that 
this  permission  is  not  to  be  taken  ajs  an  approval  of  the  rates 
by  this  Commission,  since  the  Commission  has  not  as  yet 
passed  upon  their  ultimate  reasonableness,  this  order  to  be 
and  become  effective  on  the  filing  with  the  Commission  of  a 
revised  connecting  agreement  on  the  part  of  the  two  com- 
panies involved,  and  a  revised  rate  schedule  on  the  part  of 
the  company  proposing  to  operate  in  accordance  with  this 
order,  these  filings  to  he  made  not  later  than  thirty  days 
from  date  of  this  order. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
Ordered  filed  as  the  opinion  and  order  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dated  at  Sau  Francisco,  California,  this  twenty-sixth  day 
of  June,  1913. 
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Public  Service  Commission. 
Shielbt  Telephone  CoMPANy,  ex  parte. 

No.  52. 

Dteidtd  Jnly  i6,  1913. 

ApproTil  of  Rale  Schedule. 

Obdbb. 

The  Public  Service  Commission  of  Indiana,  having  heard 
the  evidence  in  this  cause,  and  being  sufficiently  informed 
and  advified, 

Now  orders,  That  the  Shirley  Telephone  Company  be  au- 
thorized to  file  a  Bchednle  of  rates,  tolls  and  charges,  making 
a  aniform  rate,  as  follows: 

On  single  line  business  telephone  of $2.00  per  month 

On  single  line  residence  telephone  of $1.50  per  month 

On  party  line  selective  business  telephone  of $1.75  per  month 

On  party  line  selective  residence  telephone  of $1^S  per  month 

Ground    circuit   in    country    districts    per    'phone $1.00  per  month 

Metallic  circuit  in  country  districts  per  'phone $1.25  per  month 

With  an  extra  charge  of  ten  cents  per  month  for  a  desk  set  magneto ; 
fifteen  cents  per  month  for  an  automophone  wall  set ;  twenty-five  cents  per 
month  for  an  automophone  desk  set;  and  fifteen  cents  per  month  for  an 
extension  bell. 
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In  re  Bates  and  Chabgbs  Made  by  the  Mt.  Compobt  Tblb- 
PHONB  Company  pob  Trlbpiione  Sebvicb. 

No.  162. 
Decided  /uty  zg,  1913. 

Increue  in  Rate  by  Co-operative  Telephone  Company — Ininfficient 
Revenue. 

Obdbe. 

Whebbas,  On  the  twenty-ninth  daj  of  Jaly,  1913,  Mr.  O. 
0.  Snider,  Secretary  of  the  Mt.  Comfort  Telephone  Company 
of  Mt  Comfort,  Indiana,  has  filed  his  petition  on  hehalf 
of  the  said  telephone  company  showing  that  said  company 
is  a  co-operatiTe  company  having  a  total  of  73  shareholders, 
who  are  each  supplied  with  'phones  in  their  stores  and  resi- 
dences; t^at  heretofore  the  charges  for  the  use  of  the  said 
'phones  were  made  to  cover  the  operation  of  the  plant,  and  for 
the  year  ending  February  10,  1913,  the  charges  were  f2.40 
per  'phone  per  annum ;  that  said  sum  is  not  sufficient  to  pay 
the  operating  expenses  of  said  company  and  that  said  com- 
pany is  proposing  to  file  its  tariff  governing  the  rat«s  that  it 
shall  charge  for  the  year  ending  February  10,  1914,  at  the 
sum  of  f3.00  per  'phone,  and  the  Commission  being  advised 
in  the  premises,  approves  the  rate  of  |3.00  per  'phone  per 
year  proposed  to  be  filed,  and  authority  is  hereby  given  to 
file  a  schedule  of  rates  showing  said  charge. 
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KANSAS. 

Public  Utilities  Commission. 

OsEALoosA  Telephone  Exchange,  b¥  A.  B.  Claek,  Phd- 

PBIBTOB,  AND  It.  P.  DaVIS,  VS.  MOXLBY  AND  WlIilON,  AND 

OsKArx)oaA  Er,E(rrR[c  Lioht  Comi'Ani, 
D<K;ket  No.  582. 

Decided  July   15.   1913. 

Induction — Jurisdiction  of  the  Conuniulon. 

Upon  complaint  by  the  Oskaloosa  Telephone  Exchange  that  the  re- 
tpondent's  electric  lighting  system  had  been  so  installed  as  to  cause  induction, 
thus  interfering  with  the  complainant's  service  over  its  grounded  rural 
lines,  it  appeared  that  in  order  tu  avoid  this  difficulty  ll  would  be  necessary 
either  for  the  complainant  to  substitute  metallic  circuits  for  its  grounded 
lines  or  for  the  respondent  to  discontinue  the  use  of  its  electric  lighting 
plant.  It  further  appeared  that  the  electric  lighting  system  was  up-to-date 
and  had  been  properly  installed. 

Held:  That  although  the  Commission  is  clothed  with  the  fullest  power 
to  require  each  of  these  companies  to  furnish  efficient  service,  it  has  no 
power  to  adjudicate  purely  legal  questions  such  as  that  hen  presented, 
arising  between  public  utilities  engaged  in  furnishing  distinct  and  entirely 
different  kinds  of   service. 

The  complaint   was   accordingly   dismissed    for  want   of   jurisdiction.* 

Appbaeances: 

John  Marshall,  Attorney  for  the  Public  UtiJitiea  Com- 
mission. 

E.  H.  Hogueland,  for  Oskaloosa  Telephone  Exchange. 
S.  T.  Fhinney,  for  Moxley  and  Wilson. 

F.  B.  MacKinnon ,  for  Kansas  Independent  Telephone  As- 
sociation. 

Rbpobt. 

By  the  Commission : 

The  complainant,  the  Oskaloosa  Telephone  Exchange,  al- 
leges that  the  defendant,  the  Oskaloosa  Electric  Light  Com- 

■  Editor's  headnote. 
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pany,  has  so  isBtalled  its  electric  light  plant  as  to  interfere 
with  the  telephone  service  furnished  by  the  complainant  to 
its  Bubscrtbers,  the  contention  being  that  the  induction  from 
the  lines  of  the  electric  light  company  interferes  with  the 
telephone  service  on  the  grounded  rural  lines. 

The  testimony  shows  that  it  will  be  necessary  for  the  tele- 
phone company  to  install  metallic  circuits  in  lieu  of  its 
grounded  lines,  to  avoid  interference  of  the  nature'  com- 
plained of.  No  complaint  is  made  of  the  service  furnished 
by  the  electric  light  company,  and  it  is  admitted  that  its 
plants  are  properly  installed  and  equipped  with  modern 
appliance& 

The  question  is  raised  as  to  the  jurisdiction  of  this  Com- 
mission to  make  an  order  requiring  the  electric  light  com- 
pany to  make  the  changes  necessary  to  remove  the  interfer- 
ence complained  of.  This  interference  can  only  be  removed 
by  discontinaing  the  use  of  the  electric  light  plant,  or  by 
substituting  metallic  circuits  in  lieu  of  the  grounded  lines 
now  nsed  by  the  telephone  company. 

Under  the  provisions  of  the  Public  Utilities  Act,  this  Com- 
mission is  given  the  fullest  power  to  supervise  and  control 
these  companies-  in  their  relation  to  the  public,  and  to  re- 
quire each  company  to  furnish  to  the  public  sufficient  and 
efficient  service  of  the  kind  which  it  undertakes  to  furnish, 
hut  the  Commission  has  not  been  clothed  with  judicial  power 
authorizing  it  to  adjudicate  purely  legal  rights  arising  be- 
tween public  utilities  engaged  in  furnishing  distinct  and 
entirely  di£Ferent  kinds  of  public  service.  All  such  cases 
are  for  the  determination  of  the  courts,  and  cannot  be  con- 
sidered on  an  application -to  the  Pnblic  Utilities  Commission. 

The  Commission,  therefore,  finds  that  the  complaint  in 
this  case  should  be  dismissed  for  want  of  jurisdiction,  and 
an  order  will  be  entered  accordingly. 

Obdbb. 

This  case  being  at  issne  upon  complaint  and  answers  on 
file,  and  having  been  heard  and  submitted  by  the  parties, 
and  full  investigation  of  the  matters  and  things  involved 
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having  been  had  on  the  twentieth  day  of  May,  A.  D.  1913, 
and  the  Commiaaion  having  taken  tlie  case  under  advisement, 
and  on  the  date  hereof  having  made  and  filed  a  report  con- 
taining its  findings  of  fact  and  conclusions  thereon,  which 
said  report  is  hereby  referred  to  and  made  a  part  hereof, 
and  in  which  said  report  the  Commission  finds  that  this  case 
should  be  dismissed  for  want  of  jurisdiction  on  the  part 
of  the  Commission  to  hear  and  determine  the  issues  involved 
herein, 

It  is  therefore  ordered.  That  the  complaint  in  the  above 
and  foregoing  case  be,  and  the  same  is,  hereby  dismissed. 
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MARYLAND. 

Public  Service  Commission. 

Edwaed  M.  Hammond  vs.  The  Chesapeake  and  Potomac 
Tblbphonb  Company  of  Baltimobh  City. 

Case  Ko.  548— Order  No.  1349. 

Decided   August   14,    1^13. 

Theoi7   and   Practice   of   HakiiiK   Rates   for   Telephonic   Service — Dia- 
ciimiiiation  between  Localities. 

Complaint  alleging  discrimination  against  rejidents  of  Howard  County 
in  favor  of  residents  of  Baltimore  County  in  that  the  toll  rate  between 
Baltimore  and  ElHcott  City  in  Howard  County  was  ten  cents,  whereas  only 
live  cents  was  charged  between  Baltimore  and  points  in  Baltimore  County 
farther  from  Baltimore  than  Ellicott  City. 

It  appeared  that  the  telephone  company  measured  its  toll  zones  from  its 
St.  Paul  exchange  because  this  exchange  was  the  centre  of  telephonic 
development  within  and  around  Baltimore,  and  that  the  company  had  used 
a  radius  of  nine  miles  in  defining  the  limits  of  the  zone  within  which  a 
toll  charge  of  five  cents  should  apply. 

It  further  appeared  that,  inasmuch  as  toll  charges  are  determined  by  the 
distance  between  the  suburban  exchanges  and  the  city  and  not  by  the  situa- 
tion widiin  the  exchange  of  the  subscriber's  station  sending  or  receiving 
the  call,  certain  subscribers'  stations,  subject  to  a  toll  charge  of  ten  cents 
because  of  their  connection  with  exchanges  situated  beyond  the  nine  mile 
limit,  were  as  a  matter  of  fact  nearer  the  city  than  certain  other  stations 
subject  only  to  a  charge  of  live  cents  because  of  their  connection  with  ex- 
changes located  within  the  nine  mile  limit 

Detennination  of  Local  Exchange   Areaa. 

The  Commission  found  that  these  inequalities  are  due  to  the  practice 
of  establishing  local  exchange  areas  with  regard  to  local  convenience  and 
can  be  avoided  only  by  establishing  the  exchange  areas  upon  geographical 
lines,  and  that  there  is  practical  unanimil;  in  regard  to  the  efficiency  of 
the  prevailing  practice  when  the  demands  of  all  classes  of  subscribers  are 
duly  considered. 

Held:  That  the  boundaries  of  the  local  exchange  areas  should  not  be 
disturbed  since  any  change  therein  would  interfere  seriously  with  the  con- 
venience of  the  service  and  that  the  inequalities  between  individual  sub- 
scribers resulting  from  the  prevailing  method  of  determining  local  exchange 
areas  are  not  unduly  discriminatory. 
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Zone  Srstein  of  Toll  Cbargea. 

Expressing  its  approval  of  the  zone  system  for  the  determination  of  toll 
charges,   the   Commtasion 

Held;  That  it  is  impracticable  to  base  toll  charges  upon  the  exact  distance 
between  subscribers'  stations  since  the  additional  expense  of  such  a  system 
would  necessitate  an  increase  in  rates  and  the  extra  work  required  of  the 
operators  would  retard  the  service; 

That  the  estafilishment  of  zones  within  which  specific  charges  are  to  ne 
made,  is  necessary  to  the  proper  and  efficient  conduct  of  the  business, 
subject  to  relatively  slight  modifications  or  exceptions  under  peculiar  circum- 
stances, but  that  the  proper  radius  to  be  used  in  any  particular  case  must 
depend  upon  the  circumstances  of  that  case. 

ResBOiubleneu  of  Zone  of  Nine  Milee — Discrimination  between 
Localities. 

Having  approved  the  theory  upon  which  the  company  had  established  its 
local  exchange  areas  and  had  fixed  toll  zones,  the  Commission  discussed 
the  reasonableness  ^rr  sf  of  the  nine  mile  limit  for  the  five  cent  Kone.  Il 
found  that  the  extreme  limit  of  the  ten  cent  zone  was  twenty  miles  from 
Baltimore  and  that  if  this  distance  were  divided  equally,  each  zone  covering 
ten  miles.  Ellicott  City,  being  practically  on  the  ten  mile  line,  would  be 
entitled  to  the  five  cent  rate. 

Held:  That  there  is  no  "radical  or  special"  circumstance  which  indicates 
the  propriety  of  fixing  the  width  of  the  five  cent  zone  at  nine  miles  as 
against  eleven  miles  for  the  ten  cent  zone,  a  division  which  results  in  the 
arbitrary   exclusion    of   Ellicott   City   from   the   five   cent   zone; 

That  Ellicott  City  should  be  included  wilJiin  the  five  cent  zone  for  the 
following  reasons;  (a)  its  proper  elassificalion  is  with  suburban  rather  than 
rural  exchanges;  (b)  it  is  the  only  exchange  in  a  belt  five  miles  wide  be- 
yond the  nine  mile  circle;  (c)  its  toll  traffic  with  Baltimore  entitles  it  to 
concessions  in  its  favor  instead  of  restrictions  to  its  disadvantage;  (d) 
upon  the  basis  of  equal  zones  for  the  entire  territory,  its  inclusion  would  in- 
volve little,   if  any,  "departure   from   the  general   air-line  scheme." 

The  Commission  fixed  five  cents  as  (he  reasonable  rate  to  be  charged  for 
messages  between  Baltimore  and  Ellicott  City.* 

Opinion. 
Laibd,  Chairman: 
The  complaint  in  this  oasp  is  in  these  words: 

"I  have  submitted  for  some  years  to  a  charge  of  ten  cents  a  call  on  The 
Chesapeake  and  Potomac  Telephone  Company's  line,  on  all  calls  between 
Baltimore  and  Ellicott  City,  The  rate  in  Baltimore  County  for  the  same 
distance  is  five  cents.  It  seems  to  me  that  the  citizens  of  Howard  County 
are  certainly  entitled  to  the  same  consideration  as  the  citizens  of  Baltimore 
County,  but  no  action  has  been  taken  by  your  board  to  give  them  the  same 
rates.  I  will  be  glad  to  hear  from  you  as  to  whether  yon  will  consider 
ray  complaint" 

•Editor's  headnote. 
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The  complaint  is,  therefore,  one  of  discrimination  against 
citizens  of  Howard  Connty,  who  are,  in  the  judgment  of  the 
complainant,  in  a  aimilar  situation  fo  the  citizens  of  Balti- 
more Ckinnty  who  receive  a  similar  service  at  a  lower  rate 
of  compensation. 

The  answer  of  the  company  follows : 

"Mr.  Hammond  states  that  the  citizens  of  Howard  County  are  not  receiv- 
ing the  same  consideration  as  the  citizens  of  Baltimore  County  in  the 
matter  of  charges  for  telephone  calls.  The  toll  rates  from  Baltimore  to  ex- 
chai^es  outside  of  Baltimore  are  based  upon  the  distances  between  these 
outside  exchanges  and  Baltimore  City.  The  exchanges  in  Baltimore  County 
for  which  a  five  cent  charge  is  made  are  located  as  follows: 

AlR-LIKK  DtSTAHCe   FROM  AlR-LINE    DISTANCE    FROM 

Baltimoie  City.  St.  Paul  exchange. 

Elkridge   4%  miles  7^  miles 

.  Laodsdowne    1^  miles  3^  miles 

Catonsville    2J^  miles  6J4  miles 

Woodlawn    2      miles  6^  miles 

ArHngton    H  mile  SH  miles 

nkesville    3^  miles  8^  miles 

Tuxedo    15^  miles  S%  mWta 

TowsoR    4^  miles  7^  miles 

Hamilton    I      mile  5'A  miles 

Back   River 4J4  miles  6^  miles 

St  Helena   25^  miles  S      miles 

Sparrows  Point   5^  miles  8^  miles 

Curtis  Baj  lH  miles  4      miles 

The  points  in  the  vicinity  of  Baltimore  City,  including  Elticott  City,  the 
point  mentioned  by  Mr.  Hammond,  to  which  a  ten  cent  charge  is  made  for 
calls  to  Baltimore  are ; 

Air-line  distakce  from  Air-lihe  distancx  from 

Baltimore  City,  St.  Paw.  excbange. 

Glen   Bumie    6yi  miles  BH  miles 

Ellicott  City   6%  miles  105^  miles 

Woodstock   10     miles  14^  miles 

Skyesville    15^^  miles  \7yi  miles 

Reisterstown    11J4  miles  17      miles 

Cockeysville    10^  miles  U'A  nules 

Chase    11^  miles  14      miles 

The  air-line  distances  from  the  city  limits  to  the  exchanges  and  from  the 
St.  Paul  exchange  to  the  suburban  exchanges  are  given  because  the  majority 
of  the  trunk  lines  from  the  suburban  exchanges  to  Baltimore  City  terminate 
in  the  St.  Paul  exchange,  and  in  making  other  calls  the  subscribers  talk 
ever  the  lines  of  the  St.  Paul  exchange,  and  their  Baltimore  calls  are,  as  a 
rule,  distributed  from  this  exchange. 
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From  the  foregoing  it  appears  that  the  rate  from  Baltimore  to  Ellicott 
City  is  a  fair  one,  and  that  there  is  no  discrimination  in  this  company's 
rates  in  favor  of  the  citizens^  of  Baltimore  County  or  against  the  citizens  of 
Howard  County." 

If  we  understand  the  contention  of  the  complainant,  it  is 
that  parties  residing  in  Baltimore  County  at  greater  dis- 
tances from  Baltimore  City  than  parties  residing  in  Ellicott 
City  pay  a  toll  rate  of  only  five  cents  per  call  to  the  city 
while  residents  of  Ellicott  City  are  compelled  to  pay  a  toll 
rate  of  ten  cents  per  call,  and  that  this  constitutes  a  dis- 
crimination against  the  residents  of  Ellicott  City  and  of 
Howard  County,  of  which  Ellicott  City  is  the  county  seat 

From  the  beginning  of  telephone  service  companies  oper- 
ating this  utility  have  adopted  the  practice  of  dividing  their 
territory  into  exchange  districts  with  central  offices  serving 
definite  areas,  which  were  established  after  a  canvass  of  the 
area  to  ascertain  the  probable  ase  of  subscribers  and  what 
service  would  afford  the  greatest  convenience  to  them  from 
the  local  standpoint.  Within  the  central  station  a^ea  nn- 
limited  service  is  given  for  a  flat  rate  differing  somewhat 
as  between  domestic  and  business  use.  Intercommunication 
between  central  stations  is  by  means  of  a  toll  service  for 
which  a  price  per  call  is  charged,  depending  upon  distance 
and  the  amount  of  equipment  called  into  requisition  to  maJte 
the  required  connections.  The  zones  are  established  pri- 
marily more  with  reference  to  the  service  between  cities 
and  surrounding  suburban  territory  than  with  reference  to 
service  between  local  central  oflicee,  and  central  office  areas 
do  not,  as  a  rule,  coincide  with  zone  lines.  The  central 
offtce  is  located  with  reference,  principally,  to  the  natural 
tendency  of  the  population  served  to  communicate  with  that 
location  or  the  territory  served  by  it,  rather  than  with  any 
other. 

The  central  offices  in  a  given  suburban  territory  once  lo- 
cated, the  problem  of  communication  with  the  city  is  solved 
by  the  establishment  of  zone  lines.  In  the  case  of  Baltimore 
City,  the  St.  I'aul  exchange  of  the  defendant  company  was 
selected  as  the  point  from  which  zone  lines  should  be 
measured,  not  because  it  is  the  actual  geographical  centre  of 
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the  city,  but  because  it  is  the  centre  of  telephone  develop- 
ment within  and  around  the  city.  The  result  is  that  some 
of  the  suburban  exchanges  now  in  the  ten  cent  radius  would 
be  within  the  five  cent  radius  if  measurements  were  made 
from  city  boundaries,  but  are  properly  within  the  ten  cent 
radius  when  air-line  distances  are  measured  from  St.  Paul 
exchange  through  which  most  of  the  suburban  exchanges  are 
operated  for  toll  service. 

At  the  hearing  held  on  the  fifth  of  March,  1913,  there  was 
no  dispute  as  to  the  main  facts  as  to  location  and  the  charges 
for  toll  service.  Officers  of  the  company  testified  as  to  the 
reasons  for  the  location  of  the  suburban  exchanges  and  the 
fixing  of  the  toll  rates  to  Baltimore  City;  and  to  illustrate 
tiie  testimony  maps  were  filed  showing  exchange  locations 
and  their  local  areas,  and  the  radii  within  which  the  five 
and  ten  cent  toll  charges  prevail.  From  these  maps  it  ap- 
pears that  the  company  has  adopted  a  radius  of  nine  miles 
from  the  St  Paul  exchange  as  the  area  within  which  the  five 
cent  toll  charge  shall  apply.  As  explained  above,  the  loca- 
tion of  the  suburban  exchange  controls  the  charge  regard- 
less of  the  site  of  the  subscriber's  station,  which  may  or  may 
not  be  within  the  nine  mile  radius.  For  example,  all  except 
four  of  the  five  cent  exchanges  have  areas  extending  beyond 
the  nine  mile  radios  for  distances  varying  from  one  mile  to 
eight  miles.  On  the  other  hand,  Olen  Burnie  and  Ellicott 
City  on  the  ten  cent  rate,  have  exchange  areas  extending 
within  the  nine  mile  radius  four  miles  and  two  miles  respect- 
ively. The  areas  of  the  exchanges  on  the  ten  cent  rate,  how- 
ever, extend  from  six  and  a  half  to  twenty  miles  beyond  the 
nine  mile  radius.  For  examples,  the  Glen  Burnie  area  ex- 
tends four  miles  within  the  nine  mile  radius  and  six  and  half 
miles  beyond  it;  Ellicott  City  area  extends  two  miles  within 
and  fourteen  and  a  half  miles  without  it;  Sykesville's  near- 
est point  is  four  and  a  quarter  miles  from  the  radius,  its 
farthest  point  is  Jwenty  miles  distant;  Chase's  nearest  point 
is  one  and  a  quarter  miles,  its  most  remote  point  is  seven  and  a 
half  miles.  These  are  approximate  distances,  measured  from 
the  nearest  point  of  the  nine  mile  radius.  It  is,  of  course, 
impossible  to  locate  the  subscriber'  stations,  but  it  is  fair 


548  Makyland  Public  Sebvicb  Commission. 

to  assame  that  they  are  acattered  throughout  the  respective 
areas,  and  if  respect  were  had  to  the  subscribers  alone,  it  is 
quite  manifest  that  well-deflned  instances  of  discrimination 
would  appear.  The  standpoint  of  the  company  (and  of  all 
telephone  corporations,  according  to  our  information)  is 
that  they  must  first  take  care  of  the  demand  for  local  service 
and  the  location  of  rural  exchanges  is  governed  by  the  con- 
venience of  the  subscribers  within  tie  local  area.  Theoreti- 
cally, if  not  actually,  a  subscriber  in  one  exchange  talking  to 
a  subscriber  in  another  exchange  is  supposed  to  be  in  his  ex- 
change, because  he  cannot  get  the  connecti<m  in  any  other 
way,  and  distances  are  therefore  measured  between  the  com- 
municating exclianges,  though  rates  may  be  controlled  in 
some  degree  by  the  amount  of  equipment  required  to  make 
the  connection,  as,  ft)r  instance,  the  number  of  trunk  lines  and 
exchanges  over  and  through  wliich  the  message  mast  pass. 

The  complaint  in  this  case,  therefore,  it  is  obvious,  sug- 
gests a  number  of  interesting  and  important  considerations. 

1.  Is  the  nine  mile  radius,  as  the  limit  of  five  cent  toll 
charges,  per  se  fair? 

2.  Is  the  present  method  of  determining  local  exchange 
areas  unduly  discriminatory  in  view  of  the  fact  that  some 
of  the  subscribers  connected  with  exchanges  paying  a  five 
cent  toll  to  Baltimore  City  are  at  greater  distances  from  St. 
Paol  exchange  than  some  of  the  subscribers  connected  with 
exchanges  paying  a  ten  cent  toll? 

3.  To  what  extent  would  local  service  on  the  Ellicott 
City  exchange  be  disturbed  by  placing  that  exchange  on  a 
five  cent  toll  rate  to  Baltimore  City,  and  how  could  toll  rates 
to  remote  points  now  connected  with  Ellicott  City  exchange 
be  adjusted  to  prevent  discrimination  of  the  kind  complained 
of  in  this  case? 

4.  How  could  exact  subscribers'  distances  to  St.  Paul  ex- 
change be  ascertained"  and  service  be  rendered,  without  an 
increase  in  the  cost  of  service  which  would  also  require  an 
increase  in  the  rate  for  toll  service? 

5.  What  changes  in  lines  and  equipment  and  operation 
would  be  necessary  to  gratify  complainant's  demand? 

These  questions  were  sent  to  the  company  with  a  request 
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for  a  brief  upon  them,  which  was  filed  on  the  twenty-seventh 
of  June,  1913.  It  Is  an  elaborate  paper  and  throws  much 
light  npon  some  of  the  inquiries  from  the  standpoint  of  the 
operating  company. 

Postponing  for  the  present  the  first  question,  let  us  take 
up  the  others. 

As  to  the  second  it  seems  quite  clear  to  as,  independently 
of  defendant's  brief,  that  this  question  must  be  answered  in 
the  n^ative.  A  stndy  of  the  map  shows  that  if  the  Ellicott 
City  exchange  were  brought  within  the  five  cent  zone  solely 
upon  the  ground  that  a  subscriber  in  an  exchange  in  that 
zone  is  at  a  greater  distance  from  St.  Paul  exchange  by  air- 
line, instantly  a  similar  sitnation  would  be  created  as  be- 
tween Ellicott  City  and  Sykesville,  Cockeysville  and  other 
point*,  which  could  with  equal  justice  demand  to  be  brought 
within  the  five  cent  zone.  The  demand  for  the  cheapest  serv- 
ice would  expand  indefinitely  until  within  the  limits  of  the 
State  there  would  be  a  flat  toll  service  at  a  rate  wholly  in- 
adequate to  supi>ort  it.  Obviously,  to  meet  complainant's 
contention  in  this  particular  would  require  a  readjustment 
of  exchange  areas  by  pnrely  geographical  lines,  regardless 
of  the  local  conditions  and  convenience — a  task  which  the 
Commission  has  not  the  experience  and  technical  knowledge 
to  undertake.  The  system  has,  apparently,  been  evolved  as 
the  telephone  business  developed;  and  the  fact  that  it  pre- 
vails with  all  telephone  enterprises  indicates  that  there  is 
practical  unanimity  in  regard  to  the  efBciency  of  the  practice 
when  the  demands  of  all  classes  of  subscribers  are  dnly 
considered.  Complaints  and  further  study  and  experience 
may  lead  to  important  changes;  but  it  is  by  no  means  certain 
that  an  instant  revolutionary  change  would  produce  any- 
thing but  dissatisfaction. 

These  considerations  seem  to  dispose  of  the  third  question 
aa  well  as  the  second.  At  present  the  Ellicott  City  exchange 
serves  practically  the  whole  of  Howard  County,  the  aim  of 
the  company  being  to  give  a  low  flat  rate  to  the  county  seat. 
Any  change  in  local  areas  would  seriously  disturb  this  de- 
sirable and  convenient  service. 

The  fourth  and  fifth  questions  are  fairly  answered  by  the 
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company's  brief,  which  does  not  differ  materially  from  con- 
clusions previously  reached  by  the  Commission.  It  would  be 
practically  impossible  to  ascertain  the  exact  distance  by  air- 
line or  wire-line  of  each  subscriber's  station  from  the  St  Paul 
exchange  and  fix  the  rates  upon  a  mileage  basis.  Even  were 
it  practicable  for  one  exchange,  it  mnst  be  remembered  that 
every  exchange  in  the  state  would  be  compeDed  to  keep  a 
record  of  the  exact  distances  of  the  stations  of  every  other 
subscriber  in  every  other  exchange.  The  ascertainment  of 
the  distances,  the  changes  from  time  to  time  consequent  upon 
changes  of  residence,  etc.,  the  original  compilation  of  records 
and  keeping  them  up  to  date,  would  entail  an  increase  in 
operating  expenses  which  cannot  be  estimated  but  which 
would  almost  certainly  demand  an  increase  of  rates  for  serv- 
ice. Finally,  the  extra  work  required  of  the  operator  would 
tend  to  greatly  retard  the  service  and  lead  to  endless  com- 
plaints. We  are  compelled,  after  prolonged  stndy,  to  decide 
that  in  the  present  state  of  development,  at  least,  it  is  im- 
practicable to  inaugurate  such  a  system. 

In  relation  to  the  purpose  of  the  general  scheme  of  opera- 
tion, and  as  bearing  upon  the  discussion  thns  far,  the  tele- 
phone company's  statement,  on  page  4  of  its  brief  (Pile  No. 
20),  is  instructive: 

"A  true  view  of  the  system  as  a  whole  must  be  based  upon  a  full  apprecia- 
tion  of  the  characteristic   interrelations   in   the   telephone  service. 

The  public  requirement  is  first  that  intercommunication  with  the  greatest 
possible  freedom  and  directness  shall  be  supplied  between  all  the  telephone 
subscribers  of  each  natural  local  group  or  area ;  and  that,  upon  occasion, 
each  subscriber  or  member  of  the  system  as  a  whole  shall  be  afforded  con- 
nection with  any  other  subscriber  wherever  located  within  the  State;  and 
that  the  system  shall  be  so  extended  and  supported  throughout  the  Slate 
as  to  offer  adequate  and  suitable  participation  in  the  public  service  so 
constituted  to  every  proper  applicant  for  the  same. 

All  available  experience  supports  the  proposition  that  the  system,  namely, 
of  local  service  areas  with  local  switching  centers  and  radiating  local  lines, 
and  with  loll  tines  interconnecting  the  local  central  offices,  is  the  best  fitted 
and  most  effective  and  adequate  development  of  the  telephone  service  for 
the  public  use.  and  it  is  so  because  it  is  the  most  closely  adapted  to  the 
prevailing  needs  and  uses  of  the  great  body  of  subscribers,  it  most  fully 
and  flexibly  meets  the  economic  requirements  of  the  undertaking,  and  pro- 
vides the  f>asis  for  a  simple  and  definite  schedule  of  rates  and  for  most 
reasonably  and  equitably  apportioning  the  rates  amongst  the  subscribers 
according  to  the  kind  and  amount  of  use  in  the  several  recognized  classes." 

-- al^ 
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In  view  of  what  is  said  above  aud  of  the  Commission's  own 
conclusions,  we  do  not  think  a  suf&cieut  ground  has  been  laid 
for  disturbing  the  local  areas  uf  the  exchanges.  Indeed,  they 
are  not  directly  attacked  in  the  complaint  (which  is  aimed 
at  the  toll  service  between  Baltimore  and  EUicott  City),  and 
they  are  only  affected  to  the  extent  that  they  may  be  elements 
in  determining  the  question  of  discrimination. 

We  reciir,  then,  to  the  first  question :  la  the  nine  mile  ra- 
dius as  the  limit  of  five  cent  toll  charges,  per  se  fair? 

In  approaching  tliis  question  we  must  regard  two  proposi- 
tions as  settled : 

First:  Tbat  in  the  present  state  of  the  telephone  bnsinesa 
the  establishment  of  zones  or  fixed  radii  within  which  spe- 
cific charges  are  to  be  made,  is  necessary  to  the  proper  and 
efficient  conduct  of  such  business,  subject  to  relatively 
slight  modifications  or  exceptions  under  peculiar  circum- 
stances; and 

Second :  That  there  is  no  magic  in  the  phrase  "five  mile", 
"nine  mile",  "ten  mile"  or  "twenty  mile"  which  ipso  facto 
establishes  that  as  the  proper  radius  in  any  given  case,  but 
that  the  proper  radins  must  depend  upon  the  facts  and  cir- 
cumstances of  each  particular  case. 

Hence  it  follows  that  while  on  the  one  hand  the  telephone 
company  sliould  have  the  right  to  establish  zones  or  radii 
for  the  measurement  of  its  valuation  upon  telephonic  com- 
munication, yet  such  right  is  not  to  be  exercised  arbitrarily 
or  capriciously,  but  must  be  exercised  with  proper  regard  to 
the  relative  rights  of  the  localities  to  be  affected  thereby,  to 
the  end  that  there  shall  be  no  material  unjust  or  unfair  dis- 
crimination in  favor  of  one  community  or  a  number  of  com- 
munities as  against  some  other  community  in  a  similar  or 
approximately  similar  situation. 

Reduced  to  still  more  simple  terms,  the  proposition  is  that 
in  establishing  snch  zones  or  radii  the  company  must  be  as 
nearly  fair  as  the  circumstances  will  permit  towards  each 
and  every  community  it  undertakes  to  serve. 

It  is  manifest,  therefore,  that  the  answer  to  the  above  ques- 
tion must  depend  in  some  measure,  perhaps  in  large  measure, 
upon  the  general  conditions  to  be  dealt  with. 
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A  large  metropolitan  dUtrict,'  surrounded  by  a  Dumber  of 
suburban  exchanges,  alt  demandiiig  frequent  communication 
vitb  the  citj,  would  present  a  situation  very  different  from 
tbat  of  a  comparative!;  small  cit^  with  local  ezchauges  scat- 
tered irregularly  over  a  thinly  settled  territory  and  possibly 
with  free  service  to  the  principal  area,  or  for  purposes  of  in- 
terconuDUQication,  included  within  it 

We  are  dealing  here  with  the  first-mentioned  conditions — a 
populous  city  surrounded  by  local  exchanges  wbiclt  are  in 
constant  communication  with  the  city,  and  the  question  to 
be  decided  is  wbether  the  nine  mile  radius  from  the  fit.  Paul 
exchange  in  Baltimore  as  the  limit  of  the  five  cent  toll  charge 
produces  an  undue  discrimination  against  any  locality  and 
particularly  against  Ellicott  City. 

The  Commission  has  given  careful  study  to  this  subject 
and  has  endeavured  to  consider  it  from  every  point  of  view 
after  obtaining  all  the  light  upou  it  that  was  available.  Here 
some  passages  from  defendant's  brief  may  be  helpful.  At 
page  10  it  is  said : 

"Having  thus  established  the  local  exchange  areas  upon  a  local  service 
basis,  and  having  met  and  provided  (or  the  bcal  conditions  as  completely 
and  adequately  and  fairly  as  possible,  and  having  established  a  schedule 
of  local  rates  and  charges,  the  nejct  and  additional  step  (or  the  cjmpletion 
of  the  comprehensive  state-wide  telephone  sjstom  is  to  interconnect  the 
several  central   offices  by   lines  and   conveniences   for   the  tuU   service 

It  is  difficult  to  tind  anywhere  that  toll  lines  and  toll  service  have  any 
direct  or  nieasuraUe  effect  upon  the  mapping  out  and  equipment  of  local 
exchange  areas  for  local  service. 

As  will  be  shown  in  the  problem  of  laying  out  and  providing  for  the 
Ellicott  City  local  area  and  its  local  service,  no  consideration  was  primarily 
given  to  the  matter  of  toll  service  to  and  frum  Baltimore  City,  or  to  or 
from  any  other  local  exchange  area.  It  is  always  understood  tbat  toll 
service  between  the  several  local  areas  will  be  ri-quired.  Hut  ihe  local 
service  is  complete  and  self-contained,  and  consists  of  the  central  office  ex- 
change switchboard,  the  radiating  local  lines,  and  the  subscribers'  stations. 

TJie  toll  service  is  an  additional  service;  its  switching  facilities  are  an 
addition  to  the  local  exchange  switchboards;  its  lines  are  from  central 
office  to  central  office  only. 

This  constitutes  the  universal  plan  of  telephone  service.  No  other 
practicable  plan  has  been  found  or  conceived  for  providing  and  rendering 
a  comprehensive  telephone  service." 

At  page  12 : 

"For  the  purposes  of  loll  service  every  subscriber  is  by  means  oi  Ws 
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local  line  accessible  and  present  at  the  local  exchange  center  and  not  other- 
wise. The  toll  lines  are  run  from  central  office  to  central  office;  the  toil 
service  is  from  central  office  to  central  office;  and  it  is  proper  and  necessary 
that  the  toll  charges  should  be  made  upon  a  corresponding  basis.  In  fact 
it  is  essential  to  the  integrity  and  to  the  practicable  conduct  and  effective- 
ness, and  to  the  general  reasonableness  and  fairness  of  the  whole  established 
and  approved  system  of  public  service,  that  toll  rates  should  be  determined 
by  distance  between  central  offices  and  not  by  distance  either  measured,  in 
any  terms,  from  one  subscriber's  station  to  another,  or  including  in  any 
terms  distance  between   any  local  subscriber  and   his  central  office." 

Page  13: 

"All  local  subscribers  'look  alike'  to  the  toll  service.  Their  accessibility 
and  their  actual  presence  are  at  the  local  switchboard  end  of  their  several 
lines,  and  not  out  at  the  various  substation  termini." 

Page  26  and  following : 

"With  reference  to  Baltimore  this  (i.  e.,  the  E^licott  City}  exchange 
area  is  an  independent  community;  it  is  not  a  suburban  district;  and  it  has 
no  essential  subserviency  or  dependency  upon  Baltimore  City." 

"I.    The  nine  mile  radius  as  the  limit  of  the  five  cent  rate  to  and  from 
Baltimore  City  is  fair. 
The  principal  reasons  in  support  of  this  proposition  are: 

(a)  The  rate  and  the  method  of  applying  it  are  not  discriminatory.  The 
grounds  upon  which  the  allegation  of  discrimination  rests  constitute,  as  has 
been  shown  above,  a  subversive  attack  upon  the  established  system  of  local 
areas,  and  of  toil  lines  and  toll  service  and  toll  charges  between  centers,  and 
the  necessary  plan  of  having  a  five  cent  zone  of  some  definite  and  consistent 
dimensions  to  meet  as  reasonably  as  may  be  the  suburban  situation  around 
Baltimore  City.  It  is  conclusively  shown  that  the  plan  and  method  now 
in  use  is  the  correct  and  only  practicable  one  in  the  interests  of  the  public 
service  \  and  it  plainly  appears  that  the  fundamental  condition  would  not 
be  changed  by  making  the  radius  either  mure  or  less  than  nine  miles. 

The  charge  that  the  system  is  unjustly  discriminatory  upon  the  particulars 
put  forward  in  this  case,  or  in  any  other  manner,  is,  therefore,  untenable. 
and  cannot  in  any  way  be  made  to  support  the  contention  that  the  nine 
mile  limit  to  the  five  cent  rate  is  unfair. 

(b)  The  nine  mile  radius  as  the  limit  to  the  five  cent  toll  rate  to  and 
from  the  St.  Paul  exchange  is  reasonable.  The  allegation  of  discrimina- 
tion having  been  set  aside  the  question  is  solely  one  of  reasonableness.  It 
is  necessary  to  be  understood,  as  of  this  time,  that  the  nine  mile  radius 
as  the  limit  to  the  five  cent  rate  in  question  is  a  matter  of  such  a  nature 
and  so  related  to  the  entire  system  of  public  service,  that  it  cannot  properly 
be  met  and  dealt  with  specifically,  nor  is  it  controlled  by  particular  condi- 
tions in,  or  effects  upon,  Ellicott  City,  nor  by  the  individual  demands  or 
wants  of  the  complainant  Hammond. 

Neither  the  company  nor  the  Commission  could  feasibly  undertake  to 
make  a  specific  rate  between  Baltimore  City  and  Ellicott  Qty  upon  any 
specific  basis  whatsoever.     The   whole  subject,  both  as  a  matter  of  law, 
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and  as  a  matter  of  mere  practicability,  must  be  dealt  with  upon  broad  and 
relative  considerations.  If  unjust  discrimination  does  not  evidently  appear, 
then,  so  far  as  the  reasonableness  of  the  rate  is  to  be  tested  by  adequacy 
of  service  and  sufficiency  of  revenues,  the  entire  property  and  service  of 
the  company  must  be  included  in  the  inquiry,  not  only  in  and  around 
Baltimore  City,  but  throughout  the  Slate. 

In  the  present  instance  the  live  cent  zone  limit  was  fixed  upon  such  gen- 
eral considerations.  The  nine  mile  radius  was  not  determined  by  any  specific 
calculation,  and  thereafter  applied  upon  the  map.  The  process  was  rather 
as  follows: 

Careful  studies  of  conditions  were  first  made  with  the  object  of  forming 
a  judgment  as  to  the  local  exchanges  which,  in  accordance  with  approved 
telephone  practice,  should,  if  possible,  be  given  the  live  cent  rate  to  and 
from  Baltimore  City.  The  chief  considerations  entering  into  such  judg- 
ment are  proximity  and  intimacy  or  dependency  of  relationship.  The  matter 
of  the  consistent  and  active  development  of  the  characteristically  suburban 
area  has  a  strong  bearing  on  the  question.  The  intimate  relationships  be- 
tween the  property  and  service  and  expenses  and  revenues  and  the  adminis- 
trative and  operating  problems  of  the  various  departments  of  the  enter- 
prise also  enter  into  the  question.  Having  made  the  examination  of  these 
conditions  as  complete  as  possilile,  it  was  found  that  a  circle  having  a  nine 
mile  radius  from  the  St.  Paul  exchange  would  include  all  the  local  ex- 
change centers  thus  classed  and  grouped  outside  of   Baltimore  City. 

(c)  As  a  check  and  test  upon  the  reasonableness  of  the  nine  mile  zone 
in  ihe  present  case  it  is  found  that  practice  and  experience  have  established 
that,  generally  speaking,  an  eight  mile  radius  is  the  appropriate  and  equi- 
table limit  to  the  initial  five  cent  zone  under  similar  conditions,  as  more 
nearly  meeting  the  public  requirements,  and  more  nearly  balancing  the  con- 
ditions as  between  the  local  service  and  the  toll  service.  The  company 
has,  however,  adhered  to  its  primary  grouping  of  the  five  cent  exchanges 
with  relation  to  Baltimore  City,  and  to  the  nine  mile  radius,  with  the 
understanding  that  the  error,  if  any  there  be,  lies  in  giving  Towson  and 
Pikesville  a  five  cent  rate  to  and  from  Baltimore  City,  rather  than  in  not 
givii^  to  EUicott  City  the  five  cent  rate. 

But  as  has  been  plainly  shown,  the  fact  that  the  Company  has  increased 
the  normal  eight  mile  radius  to  the  nine  mile  radius  of  the  present  case. 
does  not  constitute  discrimination  as  against  Ellicott  City ;  nor  is  there  any 
ground  for  claiming  that  because  the  company  has  expanded  the  five  cent 
zone  from  eight  to  nine  miles,  it  sliould  go  on  and  expand  the  zone  further 
to  ten  and  three  quarter  miles  for  the  purpose  of  including  Ellicott  City," 

We  have  made  these  lengthy  extracts  from  the  company's 
brief  because  we  find  ourselves  unable  to  agree  with  its  con- 
clusions as  to  the  nine  mile  radius  and  we  desired  to  state 
Its  position  in  its  own  words.  We  have  already  indicated  the 
radius  for  toll  service  must  depend  in  large  measure  upon 
the  general  conditions  to  be  dealt  with. 

A  study  of  the  maps  filed  by  the  company  shows  that  within 
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the  environments  o/  Italtimore  there  are  twenty  exchanges 
located  at  distances  from  St.  Paul  exchange  ranging  from 
three  and  a  half  to  twenty  miles.  Thirteen  of  these  exchanges 
are  within  the  nine  mile  radius  as  drawn  by  the  company,  and 
seren  are  beyond  it.  A  more  careful  scaling  of  the  map  than 
the  company  seems  to  have  made  shows  that  Ellicott  City 
instead  of  being  "approximately"  ten  and  a  half  miles  is  in 
reality  practically  on  the  ten  mile  radios  from  St  Paul  ex- 
change and  would  therefore  be  entitled  "on  an  air  line  t«  the 
nearest  quarter  mile"  (see  testimony  of  C.  A.  Uoppock,  Com- 
mercial Engineer  of  defendant,  Stenographer's  Record,  page 
13),  to  the  five  cent  rate  if  ten  miles  instead  of  nine  miles 
should  be  established  as  the  radius. 

If  we  go  further  with  the  map  together  with  an  exhibit 
of  air  line  distances  and  toll  charges  tiled  by  the  Company 
at  the  hearing  (File  Mo.  15)  we  find  some  facts  that  cannot 
t>e  reconciled  with  the  theory  of  nine  mile  concentric  cir- 
cles as  the  proper  basis  for  each  advance  of  Ave  cents  in  toll 
charges.  For  the  twenty  exchanges  within  the  five  and  ten 
cent  zones,  measured  from  the  St  Paul  exchange,  a  radius  of 
twenty  miles  wonld  be  required.  If  nine  miles  is  the  fair 
radius  for  the  five  cent  toll,  eighteen  miles  would  be  the  fair 
radius  for  the  ten  cent  toll.  As  the  territory  is  now  divided, 
the  five  cent  zone  is  nine  miles  wide  from  the  center,  and  the 
ten  cent  zone  is  eleven  miles  wide,  an  advantage  of  two  miles 
in  favor  of  the  second  five  cents. 

We  think  it  was  quite  logical  to  place  Reisterstown,  seven- 
teen miles,  and  Sykesville,  nineteen  and  three  quarter  miles, 
within  the  territory  to  be  considered  in  adjusting  the  toll 
service  adjacent  to  Baltimore,  for  both  of  those  communities 
feel  the  city  influence  and  need  frequent  and  cheap  communi- 
cation with  city  business.  But  the  company's  rule,  strictly 
applied,  would  place  Sykesville  on  a  15  cent  rate  instead  of  the 
10  cent  rate  which  it  now  has ;  and  if  it  is  logical  to  extend 
the  ten  cent  zone  to  twenty  miles,  it  is,  upon  the  company's 
theory  and  in  justice,  unfair  to  limit  the  five  cent  zone  to 
nine  miles. 

There  are  other  considerations,  also,  which  enter  into  this 
case.    We  are  unable  to  agree  with  the  statement  in  the  com- 
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panj'8  brief  that  Ellicott  City  "Ib  not  a  suburban  district 
and  has  no  essential  subserviency  or  dependency  upon  Balti- 
more City."  Very  largely  it  is,  in  our  judgment.  It  ia  within 
the  limit  of  suburban  electric  railway  service  and  enjoys  com- 
mutation rates  on  the  United  Railways  and  Electric  Com- 
pany lines  and  on  the  Baltimore  and  Ohio  Bailway;  it  is  in 
close  touch  with  the  city  through  its  citizens  who  are  active 
and  prominent  business  men  whose  alfairs  call  them  daily 
to  the  city;  75  per  cent,  of  its  telephone  toll  service  is  with 
Baltimore,  and  48  per  cent,  of  the  subscribers  on  the  Ellicott 
City  exchange  are  within  its  initial  area.  Its  toll  traffic  is 
more  than  26  per  cent,  of  all  the  toll  traffic  in  the  ten  cent 
zone  as  now  defined,  and  it  exceeds  the  toll  traffic  of  four  of 
the  exchanges  within  the  five  cent  zone.  These  facts  seem  to 
show  that  as  a  telephone  center  it  is  fairly  entitled  to  be  con- 
sidered as  falling  within  the  class  of  exchanges  included  in 
the  five  cent  zone  rather  than  in  the  ten  cent  zone,  if  "broad 
and  relative  considerations"  are  to  prevail  in  the  determina- 
tion of  the  question. 

It  is  also  to  be  observed  that  there  is  a  belt  approximately 
four  miles  wide,  measured  from  the  ten  mile  circle,  within 
which  no  exchanges  are  located,  thus  placing  Ellicott  City 
in  a  unique  position  in  relation  to  the  toll  service  as  now 
established.     In  the  company's  brief,  page  27,  it  is  said: 

"Neither  the  company  nor  the  Commission  could  feasibly  undertake  to 
make  a  specific  rate  between  Baltimore  City  and  Ellicott  City  upon  any 
specific  basis  whatsoever.  The  whole  subject,  both  as  a  matter  of  law  and 
as  a  matter  of  mere  practicability,  must  be  dealt  with  upon  broad  and  rel- 
ative considerations.  If  unjust  discrimination  does  not  evidently  appear, 
then  so  far  as  the  reasonableness  of  a  rate  is  to  be  tested  hy  adequacy  nf 
service  and  sufficiency  of  revenue,  the  entire  property  and  service  of  the 
company  must  be  included  in  the  inquiry.  nr)t  only  in  and  around  Baltimore 
City,  but  throughout  the  State." 

It  is  to  1>e  presumed  that  the  company  took  all  of  these 
matters  into  consideration  in  mapping  oat  the  territory  for 
toll  service  around  Baltimore,  and  the  present  inquiry  is, 
did  the  company,  in  doing  so,  create  conditions  that  work  to 
the  undue  prejudice  of  a  particular  locality.  When  it  under- 
took to  establish  radii  for  tlie  five  and  ten  cent  zones  it  ap- 
pears t<i  have  overlooked  the  "relative  considerations"  which 
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would  have  prompted,  as  we  see  it,  a  more  equal  dlTision 
of  the  extreme  radius  of  twenty  miles.  When  Mr.  Hoppock, 
Commercial  Engiueer  of  the  Compaay,  was  asked,  (Ste- 
nographer's Record,  page  14),  "Do  jou  go  by  concentric 
circles?"  he  replied,  "I  have  not  gone  beyond  the  ten  cent 
point,  but  the  general  aim  would  be  to  go  in  concentric  circles 
unless  there  was  something  radical  or  special  to  warrant 
a  departiire  from  the  general  air-line  scheme."  Inasmuch 
as  he  was  dealing  with  a  tweuty-mile  radius,  there  is  nothing 
"radical  or  special"  shown  on  the  map  that  woold  indicate 
the  propriety  of  a  nine  mile  air-line  for  the  five  cent  zone 
and  an  eleven  mile  air-Une  for  the  ten  cent  zone.  On  the 
other  hand,  while  there  was  nothing  radical  in  the  case  of 
Ellicott  City  there  was  a  special  reason  why  it  should  ob- 
tain any  advantage  which  might  be  derived  from  its  location 
oQ  the  ten  mile  radius  which  marks  the  equal  division  of  the 
territory.  These  reasons  are  (a)  that  its  proper  claesiflca- 
tion  is  with  suburban  rather  than  rural  exchanges;  (b)  that 
it  is  the  only  telephonic  oasis  in  a  desert  five  miles  wide 
lying  beyond  the  nine  mile  circle;  (c)  that  its  toll  traffic  with 
Baltimore  entitles  it  to  concessions  in  its  favor  rather  than 
to  restrictions  to  its  disadvantage;  (d)  tliat  upon  an  equal 
distance  basis  for  the  whole  territory  the  "departure  from  the 
general  air-line  scheme,"  if  any,  would  be  so  slight  as  to  be 
negligible. 

For  these  reasons  we  are  of  the  opinion  that  the  respondent 
company  has  failed  to  show  any  sufficient  justidcation  for  its 
adoption  of  a  radius  for  five  cent  service  to  and  from  Balti- 
more City  which  results  in  the  arbitrary  exclusion  of  Elli- 
cott City  from  tlie  zone  so  created,  and  to  the  contrary,  are 
of  the  opinion  that  the  Ellicott  City  patrons  of  the  company 
are  entitled  to  telephone  service  to  and  from  Baltimore  City 
at  the  same  rate  of  charge  as  are  its  patrons  located  on  the 
Pikesville,  Towson  and  Sparrows  Point  exchanges  and  other 
exchanges  within  the  five  cent  zone. 

Thrae  conclusions  are  based  wholly  upon  the  circumstances 
SDrroundiog  this  particular  situation,  embracing  aa  sucli 
circumstances  do,  the  nature  and  character  of  the  company's 
service  tlirougli  its  Ellicott  City  exchange,  and  the  relation  of 
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Ellicott  City  itself  to  Baltimore.  This  case  cannot,  tliere- 
fore,  be  cotiaiilered  as  a  precedent  in  cases  where  differeot 
conditions  prevail. 

Obdeb  No.  1349. 

This  case  ttelng  at  issue  upon  complaint  and  answer  on 
die,  and  having  been  duly  heard  and  sulimitted  by  the  parties, 
and  full  investigation  of  the  matters  and  things  involved 
having  been  had,  and  the  Commission  having,  on  the  date 
hereof,  filed  an  opinion  containing  its  findings  of  fact  and 
conclusions  thereon,  which  said  opinion  is  hereby  referred  to 
and  made  a  part  liereof, 

It  is,  therefore,  this  fourteenth  day  of  August,  in  the  year 
1913,  by  the  Public  Service  Commissiim  of  Maryland, 

Ordered,  That  The  Chesapeake  and  Potomac  Telephone 
Company  of  Baltimore  City  be  and  it  is  hereby  directed,  from 
and  after  the  first  day  of  September,  1913,  to  cease  and  desist 
from  charging  a  toll  ratfi  of  ten  cents  between  its  exchange 
or  exchanges  in  Baltimore  City  and  the  exchange  located 
in  Ellicott  City  in  Howard  County,  Maryland. 

/(  is  further  ordered,  That  five  cents  be  and  is  hereby  es- 
tablished as  the  reasonable  rate  between  the  exchange  or  ex- 
changes of  said  The  Chesapeake  and  Potomac  Telephone  Com- 
pany locate<l  in  Baltimore  City  and  said  exchange  located  in 
Ellicott  City. 
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In  the  Matter  op  the  Application  op  thb  Benzie  Consoli- 
DATBD  Telephone  Company  fob  Adthobity  to  Issue 
Capital  Stock  and  Coeporatb  Bonds,  and  to  Pubchase 
and  Consolidate  Certain  Peopertibb  of  the  Benzie 
County  Telephone  Company,  thb  Michigan  State 
Telephone  Company,  and  the  Citizens  Telephone 
Company. 

D— 678. 
Decided  May  7,   ipij. 

Authorisatioii  of  Stock  and  Bonds — ConBolidalioil  of  Telephone  Prop- 
erties— Conditions  Imposed  by  Commissioa. 

This  application  by  the  Benzie  Consolidated  Telephone  Company  tor  au- 
thority to  issue  $150,000  of  stock  and  $100,000  of  bonds  for  the  purpose  of 
purchasing  and  consolidating  certain  telephone  properties  was  granted,  with 
the  provision  that  only  $25,000  of  stock  and  $50,000  of  bonds  should  be 
sold  at  that  time,  the  balance  of  the  issue  to  remain  in  the  applicant's 
treasury  until  the  further  order  of  the  Commission.  Further  provisions 
were  made  with  respect,  among  other  things,  to  the  connections  and  facilities 
to  be  afforded  other  companies,  routing  of  messages,  discrimination  in  its 
own  favor  against  other  companies,  junction  points  with  other  companies, 
the  interchange  of  messages  with  other  companies  and  the  observance  of 
existing  contracts  entered  into  by  companies  thereafter  acquired.* 

Obdeb. 

Applications  were  filed  in  tlie  above-entitled  matter  on  the 
seventeenth  day  of  April,  and  second  day  of  May,  1913,  re- 
spectively, from  which  said  applications,  accompanying  docn- 
ments  and  proofs  taken  in  support  thereof  it  appears  that 
John  W.  Ornse,  Leverett  Th<»mpson,  Robert  W.  Dnnn,  Will- 
iam C.  Handley  and  William  Leonard  have  associated  tbem- 
selves  for  the  purpose  of  incorporating  under  the  provisions 
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of  Act  129  of  the  Public  Acts  of  1883,  for  the  parpose  of 
carrying  od  a  geoeral  telephone  busioesB  in  the  County  of 
Benzie,  State  of  Michigan. 

That  it  is  tlie  purpose  of  said  corporation  to  issue  its  capi- 
tal stock  to  the  amount  of  the  par  value  of  |150,000.00,  said 
capital  stock  to  be  divided  into  15,000  shares  of  the  par  value 
of  (10.00  each; 

That  it  is  likewise  the  purpose  of  said  corporation  to  issue 
its  corporate  bonds  to  tlie  amount  of  the  par  value  of  |100,- 
000,  said  bonds  to  l>e  secured  l>j  a  mortgage  or  deed  of  trust 
to  some  trustee  to  Im*  in  said  mortgage  or  deed  of  trust  men- 
tioned, tlie  same  being  secm-ed  uitoii  all  the  jiroperty  of  saiil 
corporation. 

And  this  Commission  l»eing  fully  advined  in  the  premises, 
and  of  the  opinion  that  said  capital  stock  and  corporate  bonds 
are  reasonably  reiiiiired  for  tlie  purposes  of  said  corporation, 

Therefore,  by  virtue  of  the  authority  vested  in  us  by  law, 

7(  is  hereby  ordered: 

(1)  That  said  corporation  be  and  it  is  hereby  authorized 
and  empowered  to  issue  its  capital  stock  to  the  amount  of 
f  150,000;  said  stock  to  be  divided  into  15,000  shares  of  the 
par  value  of  110.00  each ; 

(2)  That  said  corporation  be  and  is  hereby  further  au- 
thorized and  empowered  to  issue  corporate  bonds  to  the 
amount  of  the  par  value  of  ?1 00,000;  said  bonds  to  be  of  such 
denominations  and  maturity  an  shall  be  hereafter  fixed  by  the 
directors  of  said  corporation,  to  he  secured  by  a  mortgage 
or  deed  of  trust  upon  all  the  corporate  property  of  said  cor- 
poration to  a  trustee  or  truateiw  in  said  mortgage  specified ; 

(3)  That  of  the  capital  stock  herein  authorized,  stock  to 
the  amount  of  the  par  value  of  $25,000  be  presently  issued, 
and  of  the  corporate  bonds  herein  authorized,  corporate  bonds 
to  the  amount  of  the  par  value  of  f50,000  be  presently  issued, 
and  that  all  other  capital  stock  and  corporate  bonds  remain 
in  the  treasury  of  said  company  until  application  shall  be 
made  to,  and  order  made  by  this  Commission; 

(4)  That  of  the  capital  stock  and  bonds  herein  authorized 
to  be  presently  issued,  said  $25,000  i»f  capital  stock  be  sold 
at  not  less  than  par,  and  the  |50,000  corporate  bonds  at  not 
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less  than  90  per  cent,  of  the  par  valne  thereof,  and  that  the 
proceeds  derived  from  the  sale  of  said  stock  and  Ijonds  herein 
authorized  to  be  presently  issued,  be  applied  as  follows,  that 
is  to  say :  The  proceeds  of  $25,000  of  capital  stoct  and  |40,- 
000  of  corporate  bonds  be  expended  in  the  purchase  cf  tlie 
telephone  lines,  properties  and  facilities  of  the  Benzie  Connty 
Telephone  Company,  the  Michigan  State  Telephone  Company, 
and  the  Citizens'  Telephone  Company,  mentioned  and  set 
forth  in  the  schedules  and  inventories  of  record  herein,  and 
for  no  other  purpose  whatsoever;  that  the  proceeds  of  |10,- 
000  of  corporate  bonds  be  used  for  the  purchase  of  facilities 
and  the  payment  of  labor  in  extending  and  improving  the 
lines  and  facilities  of  said  corporation. 

And  it  i8  further  ordered.  That  in  the  combining  and  con- 
solidating of  said  telephone  properties,  the  Citizens'  Tele- 
phone Company,  Grand  Rapids,  the  Valley  Home  Telephone 
f'ompany,  Saginaw,  the  United  Home  Telephone  Company, 
Ludington,  the  Union  Telephone  Company,  Alma,  the 
Michigan  Independent  Telephone  and  Traffic  Association, 
Grand  Rapids,  the  Michigan  State  Telephone  Company,  and 
all  other  telephone  companies  in  this  State,  jointly, 
severally  and  in  any  combination  have,  possess  and  enjoy 
the  same  facilities  for  connections  and  transmission 
of  messages  to,  from,  through  and  over  the  exchanges 
and  toll  lines  of  the  consolidated  property  and  its 
associated  properties  that  any  telephone  companies  now  have 
jointly,  severally  and  in  any  combination  with  the  Benzie 
County  Telephone  Company  and  its  associated  companies  and 
their  successors,  lessees  and  assigns  in  the  towns,  villages  and 
communities  hereinafter  designated;  and  further,  that  all  of 
said  companies  jointly,  severally,  and  in  any  combination, 
have,  possess  and  enjoy  in  addition  thereto  for  their  sub- 
scribers and  patrons  all  of  the  facilities,  both  as  to  quantity 
and  efficiency,  necessary  for  connections  and  transmission  of 
messages  to  and  from  all  of  the  subscribers  and  patrons  of  the 
Benzie  Consolidated  Telephone  Company  and  its  associated 
companies  and  its  and  their  successors,  lessees  and  assigns,  as 
hereinafter  referred  to;  and  further,  that  all  said  telephone 
companies  jointly,  severally  and  in  any  combination  have,  pos- 
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Bess  and  enjoy  ia  addition  thereto  for  their  BubscriljerH  and 
patrons  all  additional  facilities,  both  as  to  quantity  and  ef- 
ficiency, necessary  for  connections  and  transmission  of  mea- 
sages  to  and  from  all  additional  subscribers  and  patrons  of 
the  Benzie  Consolidated  Telephone  Company  and  its  asso- 
ciated companies  and  its  and  their  snccessors,  lessees  and  as- 
signs whether  such  additional  patrons  are  secured  by  con- 
struction, purchase,  lease  or  otherwise,  and  further,  that  all 
of  said  telephone  companies,  jointly,  severally  and  in  any 
combination  have,  possess  and  enjoy  all  additional  facilities 
for  their  subscribers  and  patrons,  both  as  to  quantity  and 
efficiency,  necessary  for  connections  and  transmission  of  mes- 
sages to  and  from  all  additional  sul^cribers  and  patrons  of 
the  Benzie  ConsoUdat&l  Telephone  Company  and  any  of  its 
successors,  lessees  and  assigns  wliether  such  additional  pa- 
trons are  secured  by  construction,  purchase,  lease  or  other- 
wise; 

Further,  tliat  in  all  exchanges  and  toll  stations  hereinafter 
designated,  if  tlie  patron  desires  telephone  connections  routed 
over  either  independent  line  or  lines,  or  the  line  or  lines  of  the 
Michigan  State  Telephone  Company,  the  connection  mnst  be 
made  and  the  service  established  with  the  line  or  lines  of  the 
company  so  designated  at  whichever  one  of  the  junction 
points  seems  desirable,  taking  into  consideration  natural 
routing  and  efficiency  of  service; 

In  case  the  person,  firm  or  corporation  wanted  can  be 
reached  directly,  then  the  message  must  be  delivered  over  the 
lines  of  the  company  having  the  direct  connection  and  the 
connection  must  be  made  and  service  established  at  which- 
ever one  of  the  junction  points  named  in  paragraph  five  (5)  is 
most  desirable  taking  into  consideration  natural  routing  and 
efficiency  of  service; 

Farther,  that  the  operating  company  shall,  without  dis- 
crimination give  to  all  telephone  companies  and  their  sub- 
scribers and  patrons  the  same  facilities,  quality  of  service, 
toll  rates  and  conveniences  f»ir  cniinections,  and  transmission 
of  messages  to  and  from  the  subscribers  and  patrons  of  the  op- 
erating company  and  its  associated  companies  as  it  gives  to  its 
own  subscribers  and  patrons  and  the  subscribers  and  pa- 
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troDB  of  associated  companies  for  connectioDs  to  and  from  its 
own  subscribers  and  patrons  and  tbe  subscribers  and  patrons 
of  associated  companies ;  and  further,  that  the  operating  com- 
pany shall  not  discriminate  in  the  apparatus  and  methods 
used  in  connection  with  the  toll  lines  and  exchanges  by  means 
of  which  said  operating  company  furnishes  service  between 
other  telephone  companies,  their  subscriber  and  patrons  and 
its  own  subscribers  anci  patrons ; 

Further,  that  the  junction  points  between  t^e  lines  of  the 
operating  company  or  companies  and  the  lines  and  exchanges 
of  all  other  companies  shall  be  as  at  present  established,  and 
at  such  other  points,  as  the  Michigan  Kailroad  Commission 
may,  from  time  to  time,  designate;  further  that  if  the  settle- 
ment on  interchanged  business  to,  from,  through  and  oyer 
the  lines  and  exchanges  of  the  operating  company  and  other 
telephone  companies  cannot  be  agreed  upon,  then  the  matter 
shall  be  handled  in  accordance  with  rules  and  r^ulations  t> 
be  established  by  the  iMichigan  Bailroad  Commission. 

Further,  that  the  operating  company  shall  furnish  addi- 
tional lines  and  e<]uipmeDt  when  same  are  needed  to  properly 
and  efficiently  take  care  of  the  business  between  its  exchanges, 
toll  stations  and  toll  lines  and  exchanges,  toll  stations  and 
toll  lines  of  ir&  and  their  associated  companies  and  the  ex- 
changes, toll  stations  and  toll  lines  of  all  other  companies, 
and  if  any  differences  shall  arise  as  to  the  necessity  or  pro- 
priety of  additi(mal  lines  and  equipment,  the  matter  shall  be 
referred  to  the  Michigan  Railroad  Commission,  and  if  such 
Commission  shall  determine  the  necessity  for  new  lines  and 
equipment  to  lie  built  and  installed  and  order  same  con- 
structed and  installed,  such  order  shall  be  complied  with  as 
ordered; 

In  this  order  wherever  reference  is  had  to  scope  of  terri- 
tory same  shall  be  construed  as  meaning  and  describing  the 
cities,  villages,  and  other  places  now  furnished  with  tele- 
phone service  l)y  the  Benzie  County  Telephone  Company  as 
follows,  to-wit:  Alberta  {South  Frankfort),  Aral,  Arcadia, 
Bay  Point,  Bear  Lake,  Bendon,  Benzonia,  Beulah,  Brethren, 
Butweil,  Carters  (Omega),  Chief  Lake,  Frankfort,  Goodrich, 
Homestead,  Honor,  Inland,  Joyfield,  Kaleva,  Lemon  Lake 
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(Yates),  LakeAnu,  Malcolm,  Marilla,  Xessen  Ciiy,  Otit'kciia, 
Oviatt,  Pierport,  Piatt  River,  Salle,  Tauner,  Thompsonville, 
Wallin; 

Further,  that  the  term  "additional  facilities"  as  used  in 
this  order,  shall  mean  any  additional  subscribers,  toll  lines, 
toll  stations,  the  development  of  a  toll  station  into  an  ex- 
change, exchanges,  apparatus,  and  all  other  facilities  either 
owned,  leased  or  controlled  by  contract  or  otherwise  by  the 
operating  company  or  any  of  its  associated  companies  and 
their  successors,  lessees  and  assigns ; 

Further,  that  the  term  "operating  company."  as  used  herein 
means  the  Benzie  Consolidated  Telephone  Company  and  its 
and  their  successors,  lessees  and  assigns ; 

Further,  that  all  the  property  herein  authorized  to  be  trans- 
ferred and  all  renewals  and  increments  thereof,  and  all  the 
property  owned  or  controlled  by  the  Benzie  Consolidated 
Telephone  Company,  and  its  and  their  successors,  lessees  and 
assigns,  and  all  increments  thereof,  are  made  subject  to  the 
terms  and  conditions  of  this  order  which  shall  bind  the  suc- 
cessors, lessees  and  assigns  of  the  Benzie  Consolidated  Tele- 
phone Company. 

The  Benzie  Consolidated  Telephone  Company  is  hereby 
ordered  to  respect  any  and  all  existing  lawful 'contracts  with 
any  of  the  companies  they  are  given  leave  to  acquire  by  vir- 
tue of  this  order  whatever  may  be  the  nature  or  description 
of  said  contracts. 

It  is  the  intent  and  purpose  of  this  Commission  in  grant- 
ing this  order  to  provide  for,  preserve,  protect  and  perpetuate 
the  interchange  of  telephonic  messages  between  all  present 
and  future  telephone  subscribers  and  patrons  of  said  peti- 
tioner, its  successors,  lessees  and  assigns,  and  the  subscribers 
and  patrons  of  all  other  companies;  and  further,  that  if  in 
the  future  operation  of  such  telephone  properties  any  differ- 
ence in  methods  of  operation  or  in  any  other  matter  covered 
by  this  order  shall  arise  between  all  or  any  of  the  companies 
hereinbefore  named,  their  successors,  lessees  and  assigns,  such 
liberal  construction  and  interpretation  shall  be  given  to  this 
order  as  will  subserve  the  intent  and  purpose  of  the  law  under 
which  this  order  is  made  and  make  effective  to  the  people  of 
this  State  the  benefits  sought  to  be  vouchsafed  thereby. 
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And  it  is  further  ordered.  That  on  or  before  six  months 
from  this  date,  said  corporation  shall,  by  a  statement  duly 
Terifled,  report  to  this  Commission  the  sale  of  any  and  all 
stock  and  bonds  authorized  under  and  by  virtue  of  the  pro- 
Tisions  of  this  order,  and  the  purpose  or  purposes  to  which 
the  money  received  therefrom  has  been  applied,  and  shall 
make  a  like  report  upon  the  expiration  of  each  and  every  six 
months'  period  until  the  whole  of  said  stock  and  bonds  has 
been  sold  and  the  proceeds  expended. 

And  it  is  further  ordered,  That  before  any  stock  or  bonds 
shall  be  sold  under  and  by  virtue  of  the  provisions  of  this 
order,  a  certified  copy  hereof  shall  be  entered  upon  the  records 
of  said  corporation. 

Dated  May  7,  1913. 


In  thb  Matter  of  the  Application  of  the  Rives  Tele- 
phone COMPA-NY  POK  AlJTnOEITT  TO  PUBCHASH  THB  PEOP- 

bbty  OF  THE  Michigan  State  Tei.bphonb  Company  in 
THB  Township  op  Kives,  County  of  JacksonJ  and  State 
OF  Miohiqan. 

D— 686. 

Decided  May  7,  i^ii. 

pDrchaae  and   Conaolidation — Continuance  of  Present   Seirice, 

Obdeh. 

The  Bives  Telephone  Company  having  filed  a  petition 
herein  on  the  twenty-ninth  day  of  April,  1913,  for  an  order 
permitting  it  to  purchase  the  property  of  the  Michigan  State 
Telephone  Company,  embraced  and  included  within  the  ex- 
change of  the  said  Michigan  State  Telephone  Company  in  the 
Township  of  Rives,  County  of  Jackson,  and  State  of  Michi- 
gan, to  effect  and  maintain  a  unification  of  the  property  of 
the  Bives  Telephone  Company  in  said  Township  of  Bives, 
with  that  of  the  Michigan  State  Telephone  Company; 

And  it  appearing  to  this  Commission  that  the  convenience 
of  the  public  will  be  served  by  such  sale,  upon  the  terms 
and  conditions  herein  imposed, 
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Therefore,  it  is  hereby  ordered,  That  said  petitioner,  the 
Rives  Telephone  Company  be  and  it  is  herel>y  permitted  to 
purchase  of  and  from  the  Michigan  State  Telephone  Com- 
pany tlie  property  of  said  Michigan  State  Telephone  Company 
embraced  and  comprised  within  its  exchange  in  the  Township 
of  Rives,  County  of  Jackson  and  State  of  Michi;i;an,  and  to 
effect  and  maintain  a  unification  of  the  property  of  said  Rives 
Telephone  Company  with  that  of  said  Michigan  State  Tele- 
phone Company  mentioned  and  set  forth  in  the  agreement  at- 
tached to  said  application,  for  the  sum  of  f  1,250. 

And  it  in  further  ordered,  That  said  sale  and  unification 
of  the  properties  mentioned  be  upon  the  express  condition 
that  all  persons,  firms  and  corporations  possessing  and  en- 
joying telephone  service  with  said  the  Rives  Telephone  Com- 
pany, or  the  Mieliigan  State  Telephone  Company,  through 
the  exchanges  of  said  Companies  in  the  said  Township  of 
Rives,  County  of  Jackson,  shall  continue  to  liave,  possess  and 
enjoy  such  telephone  service  through  the  unified  lines  and 
property  of  said  Rives  Telephone  Company,  and  also  over  and 
by  the  line  or  lines  of  the  Michigan  State  Telephone  Com- 
pany.* 

Dated  May  7,  1913. 


•Similar  orders  were  made  in  the  following  cases; 

In  the  Matter  of  the  Application  of  the  Reading  Central  Telephone  Com- 
pany for  Authority  to  Purchase  Certain  Property  of  the  Michigan  Slate 
Telephone  Company.    T-31.     May  13,  1913. 

In  the  Mailer  of  the  Application  of  Camden  Rural  Telephone  Company 
for  Authority  to  Purchase  Certain  Telephone  Facililies  Heretofore  Operated 
by  Frank  L.  Hayner  of  Frontier.  Hillsdale  County.     D-«97,     June  4,  1913. 

/n  the  Mailer  of  the  Application  of  Valley  Home  Telephone  Company 
for  Leave  to  Purchase  Certain  Telephone  Properties  of  Herman  G  Spring. 
D-696.     June  10.  1913.— Ed. 
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In  the  Matter  of  the  Appucation  of  the  Citizens'  Tble- 
PHONE  Company  for  Axitiiohity  to  Sell  (43,500,  Par 
Value,  Corporate  Bonds. 

D— 707. 

Decided  August  5.   I9'.1- 

Modification  of  Previous  Order*  Authorizing  Um  of  Bondi  as  Collateral 
Security. 

Upon  a  showing  that  of  $100,000  of  bonds  previously  authorizeil  to  be 
pledged  as  collateral,  only  $56.S00  was  required  for  that  purpose,  the  Com- 
mission modified  its  previous  order"*  so  as  to  authorize  the  sale  of  the 
$43,500  of  bonds  not  required  for  collateral.t 

Ordbb. 

Application  was  filed  in  the  above  matter  on  the  twenty- 
aixth  day  of  July,  1913,  from  which  said  application  and  ac- 
companying documents  it  appears  that  by  an  order  heretofore 
issued"  on  the  application  of  the  Citizens'  Telephone  Com- 
pany, said  C4>mpany  was  authorized  to  issue  corporate  bonds 
to  the  amount  of  (750,000,  par  value,  of  which  bonds,  Iwnds 
to  the  amount  of  the  par  value  of  f  100,000  were  to  be  used  aa 
collateral  to  the  b(mda  of  the  Citizens'  Telephone  Company 
of  Jackson  and  the  Citizens'  Telephone  Company  of  Battle 
Creek. 

By  the  petition  herein  filed  it  is  made  to  appear  that  but 
156,500,  par  value,  of  said  bonds  are  so  required  and  that 
it  is  to  the  interest  of  said  company  that  bonds  of  said  (100,- 
000,  par  value,  over  and  above  said  (56,500  be  sold  and  the 
proceeds  derived  from  the  sale  thereof  be  expended  in  cer- 
tain betterments  and  extensions  of  the  property  of  said  Citi- 
zens' Telephone  Company. 

And  this  Commission  being  fully  advised  in  the  premises 
and  of  the  opinion  that  said  funds  to  l>e  derived  from  the  .sale 
of  said  (43,500,  par  value,  corporate  bonds  are  reasonably  re- 
quired for  the  purposes  of  said  corporation, 

•Printed  in  Commission  Leaflet   No.  20.  at  page  349. — Ed. 
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Therefore,  by  virtue  of  the  autliority  vested  in  us  bj  law, 
It  is  hereby  ordered, 

(1)  That  the  Citizens'  Telephone  Company  be,  and  it  is 
hereby  authorized  and  empowered  to  sell,  of  the  flOO,000  cor- 
porate bonds  heretofore  authorized  by  order  of  this  Oommis- 
sion  under  date  of  June  25, 1913,*  to  be  used  as  collateral  to 
the  bonds  of  the  Citizens'  Telephone  Company  of  Jackson  and 
Citizens'  Telephone  Company  of  Battle  Creek,  bonds  to  the 
amount  of  J43,500,  par  value,  and  that  the  order  of  this  Com- 
mission issued  ill  said  matter  as  of  the  twenty-fifth  day  of 
Jone,  1913,*  be,  and  the  same  is  hereby,  modified  to  the  ex- 
tent of  the  sale  of  said  ¥43,500  instead  of  their  use  as  col- 
lateral security  as  in  said  order  specified ; 

(2)  That  upun  the  sale  of  said  |43,500,  par  value,  of  cor- 
porate bonds,  the  funds  derived  from  the  sale  thereof  be  paid 
into  the  treasury  of  said  company  aud  in  no  manner  ex- 
pended, pledged,  or  otherwise  disposed  of  until  further  ap- 
plication be  made  to  this  Commission  setting  forth  the  spe- 
cific purpose  for  which  it  is  desired  that  said  funds  be  ex- 
pended and  order  of  this  Commission  made  upon  said  appli- 
cation ; 

(3)  That  before  any  bouds  snail  be  sold  under  and  by  vir- 
tue of  the  provisions  of  this  order,  a  certified  copy  hereof  be 
entered  upon  the  records  of  said  corporation ; 

(4)  That  the  order  heretofore  issued  under  date  of  June 
25,  1913,  be  in  all  matters,  except  as  herein  specified,  ratified 
and  confirmed. 

Dated,  August  5,  1913. 


Sheridan  E.  Gardinee  vs.  Union  Telei'hone  Company. 
T— 15. 

Decided  August  7.   '9'3- 

ClasBificadoD   of    Service— Discrimination. 

From  the  complaint  in  this  case  it  appeared  that  the  complainant  was  a 
physician  having  two  telephones,  one  in  his  office  and  the  other  in  his 
residence,  for  each  of  wliich  he  had  formerly  been  charged  the  residence 

♦Printed  in  Commission  Leaflet  No.  20,  at  page  349.— Ed. 
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rate,  but  that  since  February,  1912,  the  defendant  company  had  classitied 
the  office  telephone  as  a  business  telephone  and  charged  the  business  rate 
therefor.  The  two  telephones  were  listed  separately  in  the  directarr.  It 
was  alleged  that  ihe  defendant  practiced  discrimination  (a)  in  the  rates 
charged  subscribers  similarly  situated  and  also  (b)  in  the  classiii cation  of 
its  subscribers  and  (c)  in  the  classiAcation  of  extension  telephones  and 
party,  lines. 

Discrimination — Free  aad  Reduced  Rate  Service. 

Held:  With  respect  to  certain  admitted  discriminations  between  similarly 
situated  subscribers,  consisting  of  free  and  reduced  rate  service  in  rail- 
road stations,  county  offices,  etc.,  that  all  free  and  reduced  rate  service  '■ 
prohAited  by  the  statute  and  must  be  eliminated  since  the  enforcement  of 
the  provisions  of  the  statute  in  this  respect  does  not  rest  in  the  discretion 
of  the  Commission. 

ClaMification  of  Service  ai  Rural,  Businesi  and  Residence— Heunred 
Service. 


Held:  With  respect  to  the  allegation  of  discrimination  in  the  method 
of  classifying  subscribers,  that  although  a  measured  service  under  which 
every  subscriber  pays  for  the  conversations  had,  as  he  might  pay  for  gas 
or  water,  would  be  ideal,  the  conditions  under  which  telephone  service  is 
and  must  continue  to  be  furnished  and  the  limitations  imposed  by  the  ap- 
paratus and  facilities  in  use  do  not  permit  an  ideal  classification  of  service; 

That  a  classification  involving  the  segregation  of  each  particular  business 
and  profession  and  the  apportionment  to  each  of  a  rate  assumed  to  be 
sufficient  to  yield  a  fair  aggregate  compensation  for  the  service  which  the 
particular  business  or  profession  receives,  would  leave  conditions  as  far 
from  idea!  as  at  present,  inasmuch  as  a  small  user  in  any  particular  class 
would  still  be  left  on  the  same  basis  as  a  larger  user; 

That  the  classification  adopted  by  the  defendant,  dividing  subscribers  into 
three  classes,  namely,  rural,  business  and  residence,  results  in  as  small  an 
amount  of  discrimination  as  could  be  expected  under  any  practical  system 
and  does  not  preclude  a  further  subdivision  of  classification. 

Classification  of  Business   and   Residence  Telephones. 

Held:  That  although  the  subscription  for  a  telephone  in  a  recognized 
place  of  business  raises  a  presumption  that  it  will  be  used  for  business 
purposes,  there  is  no  corresponding  presumption  that  a  telephone  installed 
in  a  residence  will  be  used  solely  for  domestic  and  social  purposes; 

That  the  practice  of  charging  residence  rates  tor  telephones  installed  in 
residences  but  used  for  business  purposes  is  discriminatory  and  that  the 
classification  should  be  determined  by  the  use  rather  than  by  the  location 
of  the  instrument,  especially  when  the  directory  listing  is  so  worded  as  to 
invite  the  public  use  of  the  telephone  for  business  purposes. 

Classification  of  Pfajsicians*  Telephones. 

Held:  That  whenever  a  physician  has  but  one  telephone  and  bis  profession 
is  indicated  in  the  telephone  directory,  the  business  rate  should  apply,  where- 
ever  the  instrument  is  located ; 
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That  whenever  a  physician  has  one  telephone  in  his  office  and  another  in 
his  residence,  the  business  rate  should  apply  to  the  former  and  the  residence 
rate  to  the  latter. 

Cluaiiication   and   Definition   of  Extension   Telephone— Paitr   lanei. 

It  appeared  that  the  complainant's  residence  was  located  about  800  feet 
distant  from  his  ofiice  and  that  his  two  telephones  were  so  connected  that 
both  instruments  rang  on  every  call.  The  complainant  contended  that  the 
telephone  in  his  residence  was  in  effect  an  extension  to  his  office  telephone. 
and  should  take  the  rate  for  extension  telephones. 

Held:  That  an  extension  set  is  extended  to  facilitate  the  transmission 
and  receipt  of  messages  by  removing  the  necessity  of  going  to  the  main 
telephone  and  should  not  be  installed  where  it  would  result  in  any  material 
increase  of  traffic  or  invite  a  character  of  service  differing  from  that  for 
which  the  main  telephone  is  installed  or  where  the  installation  necessitate^ 
the  construction  of  lines  beyond  the  immediate  premises  where  the  main 
telephone  is  located ; 

That  the  situation  presented  might,  under  certain  conditions,  entitle  the 
complainant  to  a  party  line  rate  tor  the  residence  telephone,  but  that  in 
this  instance  such  a  rate  would  not  be  remunerative  to  the  defendant  company. 

The  defendant  was  directed  to  eliminate  the  discriminations  specifically  set 
forth  in  the  Commission's  opinion." 

Appbaeancbs; 
Mr.  Inane  A.  Faiiiher,  attJ)rney  for  complainant. 
Messrs.  Lt/on  and  Mcinct,  attornc^i-s  f(»r  defendant. 

Opinion. 

Hemans,  Com ttii>^io ner; 

The  complainant  is  a  practicing  physician  in  the  City  of 
Mt.  Pleasant,  Michigan.  From  the  pleailingB  and  evidence 
offered  at  the  hearing  it  has  been  made  to  appear  that  be  is 
a  subscriber  t<>  the  service  of  defendant  company ;  that  he  has 
a  telephone  located  in  his  office  and  another  at  his  residence, 
which  is  some  eight  hundred  feet  or  leas  from  the  office.  For 
a  number  of  years  defendant  company  furnishe<l  the  com- 
plainant service  over  both  telepliones  at  the  annual  rental  of 
112.00  each,  but  in  February,  1912,  it  informed  the  complain- 
ant that  thereafter  his  office  telephone  would  be  classed  as 
a  business  telephone  and  charged  for  at  the  rate  of  flS.OO  per 
year,  and  that  the  telephone  at  his  residence  would  be  classed 
as  a  residence  telephone  and  cliarged  for  at  the  rate  of  f  12.00 
■Editor's  headnote. 
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per  year.  The  directory  publiHhed  by  tlie  company  at  about 
this  time  carried  refereiH-e  to  cniiiplainant'R  telephone  under 
the  following  listing: 

Gardiner.  Dr.  S.  E.    Office,   135  Broadway  2-2R. 
Gardiner,  Dr.  S.  E.    Residence,  308  N.  Main  St.  2-3R. 

Thie  listing  was  duplicated  in  the  list  of  physicians  and  sur- 
geons in  a  separate  profensional  directory  of  the  same  edi- 
tion. The  complainant  at  once  protested  against  the  increase 
of  rate,  and  tendered  payment  for  the  rent  of  his  office  tele- 
phone at  the  rate  that  had  formerly  been  in  effect.  The  com- 
pany refused  to  accept  tlie  amount  tendered,  and  later  a  for- 
mal complaint  was  filed  herein. 

The  issues  presented  upon  which  sufficient  evidence  has 
been  offered  to  support  findings  by  the  Commission  are  two 
iu  number :  First,  it  is  claimed  that  the  defendant  company 
practices  discrimination  in  the  rates  charged  within  the  Mt. 
Pleasant  exchange  between  subscribers  receiving  like  con- 
temporaneous service,  and  secondly,  that  discrimination  re- 
sults to  the  patrons  of  the  service  of  the  exchange  through 
the  Company's  improper  classilication  of  its  subscribers  as 
rural,  business  and  residence,  and  from  the  arbitrary 
designation  of  what  are  extensions  and  party  line  telephones. 

The  answer  of  the  defendant  company  admits  the  essen- 
tial basis  of  the  first  charge  of  discrimination.  It  says  in  ef- 
fect that  under  the  competitive  conditions  that  have  prevailed 
within  the  territory  served  by  the  Mt.  Pleasant  exchange,  the 
defendant  company  has  installed  certain  telephones  in  rail- 
way stations  and  county  offices,  and  perhaps  otlier  places 
at  rates  below  schedule,  and  in  some  instances  free  of  charge ; 
that  this  has  resulted  from  the  general  public  desiring  to  call 
certain  places ;  that  this  demand  has  placed  in  the  hands  of 
those  favored  by  lesser  rates  the  power  to  force  the  conces- 
sions that  have  been  granted.  Section  4  of  Act  138  of  the 
Public  Acts  of  Michigan  for  1911,  under  which  this  Com- 
mission exercises  jurisdiction  in  telephone  matters,  provides: 

"Sec.  4.  If  any  telephone  company  doing  business  within  this  State  shall 
directly  or  indirectly  by  any  special  rate,  rebate,  drawback  or  device,  charge. 
demand,  collect  or  receive  from  any  person  or  persons,  firm  or  corporation 
a  greater  or  less  compensation  for  any  service  rendered,  furnished  or  per- 
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formed  than  it  charges,  demands,  collects  or  recdvet  from  any  other  per- 
Eon  or  persons,  firm  or  corporation  for  rendering,  furnishing  or  performing 
for  him  or  them  a  like  contemporaneous  service,  such  telephone  compaoj 
thall  be  guilty  of  unjust  discrimination  which  is  hereby  prohibited  and 
declared  to  be  unlawful.  It  shall  further  be  unlawful  for  any  person,  firm 
or  corporation  directly  or  indirectly  to  ask,  demand  or  accept  any  rebate, 
drawback  or  other  device  whereby  he  shall  obtain  telephone  service  for  any 
less  rate  than  that  charged  others  in  like  circumstances." 

The  prohibitions  of  this  section  apply  not  only  to  the  com- 
pany which  furuisiies  telephone  service  at  a  discrimiiiatory 
rate,  but  to  the  person,  tirm  or  corporation  which  accepta 
the  same. 

The  various  discriminations  that  are  shown  to  exist  in  the 
exchange  in  reduced  rates  to  railroad  companies  will  be  rem- 
edied. It  is  unnecessary  to  add  that  the  provisions  of  the 
statute  above  quoted  do  not  rest  for  enforcement  in  the  dis- 
cretion of  the  Commission,  but  that  they  are  positive  in  char- 
acter, and  apply  witli  e<iual  force  to  all  who  furnish  telephone 
service,  and  that  whether  tUey  are  before  the  Commission  in 
a  formal  proceeding  or  not. 

As  bearing  upon  the  claimed  discrimination  growing  out 
of  the  classification,  which  forms  the  second  matter  of  com- 
plaint, it  is  shown  that  the  defendant  company  classifies  its 
suhscrilters  as  rural,  business  and  residence.  The  designa- 
tion, "rural  telephone"  includes  such  telephones  as  are  upon 
party  lines  and  without  tlie  corporate  limits  of  the  central 
exchange.  The  classification  "residence  telephone"  com- 
prises such  telephones  as  are  within  the  corporate  limits  of 
the  City  of  Mt.  Pleasant,  and  in  use  primarily  devoted  to 
social  and  domestic  affairs,  while  the  classification  "business 
telephone"  includes  such  as  are  located  in  places  of  business, 
and  supposedly  devoted  to  business  purposes.  For  the  classes 
of  service  indicated  the  rates  charged  in  the  order  given  are 
$15.00, 112.00,  and  |18.00  respectively.  It  is  contended  that 
this  classification  is  too  general  to  permit  of  the  making  of 
a  reasonable  rate  for  each  particular  use  for  which  individual 
telephones  may  be  employed ;  that,  for  example,  a  telephone 
located  in  a  grocery  or  meat  market  is  the  occasion  of  a  far 
more  extensive  use  and  consequent  expense  to  the  company 
than  a  telephone  located  in  some  other  place  of  business,  or  in 
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the  ordinary  professional  office.  It  is  urged  tuat  instead  of 
one  general  classificatioo  whereby  all  classes  of  business  &re 
groQped  under  one  head  and  charged  one  rate,  there  should 
be  a  greater  division,  permitting  a  charge  for  each  particu- 
lar business  or  profession,  which  rate  would  more  nearly  cor- 
respond with  the  service  which  such  business  or  profession 
might  require.  Unquestionably,  a  measured  or  metered  tele- 
phone service  by  which  every  indivldaal  subscriber  receiving 
service  paid  for  the  same  on  some  basis  proportionate  to  the 
conversations  had,  as  he  might  pay  for  gas  or  water,  would 
be  ideal,  but  the  conditions  under  which  telephone  service  is 
and  must  continue  to  be  furnished,  the  limitations  imposed 
by  the  apparatus  and  the  facilities  that  are  employed,  do 
not  permit  of  the  making  of  rate  schedules  and  classifica- 
tions which  under  other  conditions  and  freedom  from  me- 
chanical  limitations  might  be  considered  ideal.  To  segregate 
each  particular  business  and  profession,  and  apportion  to  it  a 
rate  that  might  In  its  total  return  be  assumed  to  be  a  fair  ag- 
gregate compensation  for  the  service  which  the  pacticalar 
business  or  profession  receives  would  still  leave  the  conditions 
as  far  from  the  ideal  as  at  present.  The  contribution  which 
each  subscriber  should  be  required  to  make  for  the  installa- 
tion of  his  telephone,  for  the  company's  ability  to  be  ready  to 
serve,  and  towards  return  upon  capital  invested,  would  re- 
main the  same.  It  would  leave  the  cost  of  service  as  the 
only  variable  element  in  tlie  rate,  and  while  conditions 
can  be  imagined  under  which  the  variation  in  this  one  ele- 
ment would  be  quite  material,  it  would  be  almost  incal* 
culable  in  a  small  exchange  where  the  gross  business  rate 
does  not  exceed  eighteen  dollars  per  year.  Such  a  classi- 
fication would  still  leave  a  small  user  in  the  particular  class 
on  the  same  basis  with  the  larger  user;  the  physician  with 
one  call  a  day  would  still  be  paying  the  same  rate  as  the 
physician  who  received  ten,  and  the  corner  grocery  with  one 
dozen  calls  would  pay  the  same  as  the  larger  establishment 
that  received  a  hundred.  The  business  and  professional  man 
becomes  a  telephone  subscriber  undoubtedly  to  some  extent 
for  the  convenience  of  calling  others,  but  to  a  much  greater 
extftut  that  the  general  pnblic  may  call  him.     In  such  ex- 
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changes  the  large  number  of  peTsons  who  are  not  telephone 
subscribers,  with  the  greatest  freetlom  use  the  most  conven- 
ient telephone  to  t-all  those  who  are  subscribers.  Tele- 
phones in  public  places  in  the  smaller  exchanges  are  used 
almost  as  freely  as  drinking  fountains  on  a  public  comer. 
In  many  exchanges  as  high  as  one-third  of  all  calls  received 
are  from  non-subscribers  who  make  no  contribution  for  the 
service  they  receive.  This  is  an  operating  cost  that  must 
of  necessity  be  placed  upon  the  subscriber  to  the  business 
telephone.  These  conditions,  us  in  so  many  other  relations 
of  life,  have  led  to  the  application  of  practical  regulations, 
among  which  is  the  classilicatioii  complained  of.  Under  the 
present  development  of  the  telephone  facility  we  believe  that 
such  a  classification  is  justifiable.  It  is  in  a  general  way  the 
one  followed  by  all  telephone  companies  and  results  in  as 
small  an  amount  of  discrimination  as  could  be  expected  un- 
der any  practical  system.  The  foregoing  should  not  be  con- 
sidered as  a  limitation  upon  a  further  subdivision  of  classi- 
fication. There  are  many  exchanges  where,  considering  the 
element  of  amount  of  service  required,  there  would  be  justi- 
fication in  placing  certain  classes  of  telephones  in  special 
classes  other  than  the  general  residence  or  business  classi- 
fication. It  is  readily  conceived  that  within  certain  ex- 
changes there  may  be  sufficient  telephones  installed  in 
churches,  schools,  lodge  rooms  and  perhaps  other  places  to 
constitute  distinct  classes,  and  under  the  particular  condi- 
tions that  may  obtain  in  such  exchanges,  be  entitled  to  spe- 
cial classification  and  appropriate  rates.  Such  special 
classes  are  no  basis  for  contests  against  a  general  business 
classification  and  business  rate  for  telephones  installed  and 
listed  in  the  telephone  directory  under  terms  and  conditions 
that  invite  their  public  use  for  business  purposes,  even 
though  the  service  required  as  between  particular  businesses 
may  be  disproportionate.  The  foregoing,  we  believe,  is  in 
keeping  with  the  holdings  of  the  courts  and  of  other  com- 
missions having  jurisdiction  in  the  matter  of  the  regulation 
of  the  telephone  utility: 

In  re  Free  anil  Reduced  Rate  Telephone  Serince  Ren- 
dered til  the  State  of  Wisconsin,  2  W.  R.  O.  K.,  Finding 
2,  page  542.  ,^„ ^_ 
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Canon  vs.  Nebraska  Telephone  Company,  Neb.  Com., 
1909  Report,  91,  98. 

Bayly  vs.  Bell  Telephone  Company  of  Canada,  Do- 
minion Com.,  1911  Report,  185-186. 

Mooreland  Rural  Telephone  Company  vs.  Mouch 
{Ind.),  96  N.  E.  193. 
As  heretofore  stated,  it  is  the  further  contention  of  com- 
plainant that  the  defendant  company  is  guilty  of  discrimina- 
tion between  subscribers  of  the  Mt.  Pleasant  exchange  in 
the  application  of  rates  under  the  schedule  and  application 
being  considered,  and  in  this  connection  we  may  say  we 
believe  the  record  bears  out  the  contention.  It  seems  to  be 
conceded  that  the  application  of  the  business  or  residence 
rate  by  the  company  is  made  to  depend  upon  the  location  of 
the  telephone  instrnnieiit  rather  than  the  use  for  which  it 
is  placed,  or  the  natural  interference  as  to  a  proper  classi- 
fication that  would  be  drawn  from  the  listing  of  the  tele- 
phone directory.  Cases  are  sliown  of  subscriliers  engaged  in 
mercantile  pursuits,  with  their  places  of  business  in  or  ad- 
joining their  dwellings,  that  have  their  telephones  installed 
in  the  living  rooms  of  tlieir  residence,  pay  the  residence  rate, 
and  use  the  telephone  for  their  exclusive  business  purposes. 
Physicians  with  no  offices  except  in  their  dwellings,  are  car- 
ried in  the  telephone  directory  with  the  designation  "Dr." 
before  their  names,  and  are  permitted  to  have  the  telephone 
installed  in  the  private  portions  of  their  dwellings  at  the  reg- 
ular residence  rate,  while  the  physicians  with  telephones  in 
offices  outside  of  their  residences  are  carried  with  the  same 
directory  listing  and  charged  the  higher  business  rate.  This 
practice  is  a  discrimination.  The  subscription  for  a  tele- 
phone in  a  recognized  place  of  business  may  be  taken  as 
presumptive  evidence  that  the  instrument  when  installed  is 
to  be  URe<l  for  business  purposes,  and  that  the  business  rate 
should  apply,  but  it  does  not  follow  that  a  telephone  main- 
tained in_a  dwelling  is  subject  only  to  domestic  and  social 
uses,  and  that  the  residence  rate  should  pr^umptively  ap- 
ply. This  is  especially  true  when  the  telephone  directory 
carries  not  only  the  residence  number  and  name  of  the  sub- 
scriber to  such  telephone,  but  such  additional  wording  as 
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to  indicate  the  subscriber's  business  or  profession.  We  rec- 
ognize that  residence  telephones  will  be  used  for  such  ex- 
ceptional business  uses  as  tlieir  convenience  may  facilitate. 
This  is  usual  and  is  to  be  expected.  Such  use  is  a  part  of 
the  service  to  which  the  residence  rate  is  properly  applied, 
but  when  a  tetephone  is  used  generally  and  not  exceptionally 
for  business  purposes,  and  when  the  telephone  directory  in 
addition  to  the  name  of  the  subscriber  carries  such  word- 
ing as  to  invite  public  use  of  the  telephone  for  business  pur- 
poses, then  it  should  pay  the  business  rate  wherever  it  is 
located.  It  follows  that  in  the  case  of  a  physician  like  the 
complainant,  with  one  telephone  in  his  dwelling  and  another 
in  his  office,  separate  from  his  dwelling,  he  should  pay  the 
business  rate  for  his  oflflce  telephone  and  the  residence  rate 
for  the  one  maintained  in  tiis  dwelling.  In  the  case  of  a 
physician  whose  name  is  carried  in  the  telephone  directory 
with  the  prefix  "Dr."  or  other  words  indicating  his  profes- 
sion, and  who  has  but  one  telephone,  it  should  carry  the  bosi- 
ness  rate  whether  located  in  his  office  or  his  dwelling.  Such 
telephones  as  the  defendant  company  maintains  under  the 
conditions  mentioned  it  will  forthwith  rerate  on  the  basis 
of  the  regular  business  rate. 

As  already  stated,  the  complainant  maintains  two  tele- 
phones, one  in  his  office  and  another  in  his  residence,  which 
it  is  variously  estimated  is  from  five  to  eight  hundred  feet 
distant.  For  the  convenience  of  the  complainant  the  two 
telephones  are  so  connected  that  both  instruments  ring  on 
every  call,  two  rings  being  distinctive  for  the  office  and  three 
for  the  residence.  It  is  the  contention  of  complainant  that 
such  an  arrangement  in  effect  makes  his  residence  telephone 
but  an  extension  to  the  office  telephone,  and  that  the  resi- 
dence telephone  should  properly  be  given  the  defendant  com- 
pany's published  rate  for  an  extension  set,  which  is  $6.00 
per  annum.  We  are  not  persuaded  that  this  contention  is 
sound.  An  extension  set  is  the  addition  of  an  ordinary  tele- 
phone transmitter  and  receiver  to  facilitate  the  transmis- 
sion and  receipt  of  messages  without  the  subscriber  being 
under  the  necessity  of  going  to  his  main  telephone.  It  is  a 
facility  designed  to  meet  the  convenience  of  the  subscriber, 
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that  he  may  not  be  required  to  waste  the  time  oecessary  or 
give  the  publicity  iucident  to  the  use  of  his  telei^one  in  his 
outer  office  or  less  exclusive  place.  It  is  not  a  facility  that 
by  any  possibility  should  result  in  any  material  increase 
of  traffic  from  the  particular  telephone,  or  that  should  change 
the  character  of  the  service  under  which  the  telephone  is 
classified;  that  is,  an  extension  could  not  properly  be  em- 
ployed to  give  the  benefit  of  a  business  telephone  through 
a  telephone  paying  a  residence  rate,  nor,  conversely,  should 
a  subscriber  paying  a  business  rate  be  permitted  all  the  bene- 
fits of  a  residence  telephone  by  paying  the  nominal  charge  for 
an  extension  set.  Even  if  the  apparatus  employed  to  provide 
complainant  with  bis  residence  telephone  was  identical  with 
that  employed  in  providing  the  ordinary  extension  set,  which 
it  is  not,  it  would  not  entitle  complainant  to  service  through 
■  such  telephone  at  the  price  of  an  extension  set  for  the  rea- 
son that  the  character  of  the  service  for  whicli  the  telei>liune 
is  placed  is  properly  classified  as  residence  service  and  should 
pay  the  residence  rate.  An  extension  set  should  not  be  in- 
stalled or  rated  where  it  invites  a  character  of  service  dif- 
fering from  that  for  which  the  main  telephone  is  listed,  or 
where  the  installation  necessitates  the  carrying  of  lines  be- 
yond the  immediate  premises  of  the  main  telephone  loca- 
tion. If  such  construction  is  required,  there  are  conditions 
that  might  justify  the  making  of  a  party  line  rate  for  it,  but 
with  the  present  individual  line  residence  rate  for  the  Mt. 
Pleasant  city  exchange  at  fl2.00,  we  do  not  believe  that 
even  a  party  line  rate  could  be  made  remunerative  to  the 
company  at  a  less  figure. 

An  order  directing  the  defendant  cctrnjiany  to  forthwith 
eliminate  the  discrimination  herein  specitically  mentioned 
will  this  day  be  entered. 

Dated  August  7,  1913. 
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In  re  Application  op  Nebraska  Telephone  Company  for 
Authority  to  Cancel  Its  Kates  fob  Grounded  Line 

SbBVICE  in   P'ULLEHTON,   NEBRASIiA, 

Decided  January  jo,  IQI.1. 

Substitution  of  Metallic  Circnita  for  Grounded   Line»— Discontinuance 
of  Grounded  Line  Service. 

Informal  BuLiNu.t 

Mr.  G.  E.  McFarland,  Vice-President  and  General  Man-  ■ 
ager,  Nebraska  Teleplioiie  <,'ompany  of  Omaha,  submitted 
to  the  Commission  under  date  of  January  25,  a  statement  to 
the  effect  that  all  of  its  grounded  line  subscribers  within  the 
city  limits,  and  connected  with  the  Fullerton  exchange,  with 
the  possible  exception  of  five,  have  been  changed  to  metallic 
circuit  service.  On  that  account,  and  owing  to  the  further 
fact  that  the  plant  is  not  equipped  for  the  continued  hand- 
ling of  grounded  line  service,  the  company  requests  authority 
to  cancel  its  grounded  circuit  rates  applicable  to  eubscribers 
within  the  city  limits  of  Fullerton,  etfective  February  1, 1913, 
as  to  new  subscribers,  and  on  the  termination  of  their  con- 
tracts, as  to  such  subscribers  as  have  n<»t  yet  changed.  Upon 
due  investigation  and  ctmsideration,  the  Commission  granted 
the  request,  subject  to  complaint.  It  was  directed  that  the 
Nebraska  Telephone  Company  Iw  notified  by  letter  of  the 
action  taken. 

•Editor's  Note:  The  dissenting  opinion  of  Commissioner  T,  L.  Hall  in 
the  matter  of  the  ApplkalioH  of  the  Lincoln  Telephone  and  Telegraph  Com- 
pany for  Permission  to  Consolidate  Exchanges  al  Lincoln,  rendered  August 
30.  1913,  is  printed  at  page  661  of  this  Leaflet.  The  opinion  of  the  majority 
of  the  Commission  was  rendered  June  26,  1913,  and  was  printed  in  Com- 
mission Leaflet  No.   19,  at  page  134, 

tExcerpt   from   the   Minutes   of   the   Commission. — Ed. 
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In  re  Eatib  fob  Extension  Telephones  and  Extension 
Bells  Filed  by  Cuminq  County  Independent  Tele- 
phone Company. 

Decided  February  6,  1913. 
Rates  for  ExtcnBion  Telephones  and  Extension  Bells. 
Replying  to  your  favor  of  February  4,  in  which  you  make 
request  for  the  approval  of  certain  additional  filings  in  con 
nection  with  your  exchange  at  Wisner: — 

Acting  under  date  of  February  6,  1913,  the  Commission 
took  action  as  shown  by  the  following  excerpt  from  the 
minutes : 

"Fif^  cents  per  month  for  extension  sets,  the  sets  to  be  owned  and  main- 
tained by  the  company. 

Twenty-five  cents  per  month  per  station  for  intercommunicating  systems, 
same  to  be  owned  and  maintained  by  subscriber. 

No  charge  to  be  made  for  extension  bells  to  city  subscribers  where  sub- 
scriber owns  bells,  to  be  maintained  by  the  company,  providing  such  bells 
shall  be  in  same  building  with  regular  station.  In  all  other  cases  a  charge 
of  twenty-five  cents  will  be  made  per  month  per  station  for  extension  bells 
owned  and  maintained  by  the  company." 

You  will  consider  this  letter  as  yonr  authority  for  installing 
the  additional  rates.  The  same  have  been  added  to  yonr 
schedules  in  this  office.* 


7n  re  Appucation  of  Repubucan  Valley  Tei.ephonb  CJom- 
pant  fob  Approval  of  Rules  Govebning  Switching 

SSBVICE  AfFOBDBD   INDEPENDENT   RUBAL   LINES. 
Decided  February  24,  1913. 
Roles  Qoveming  Switching  Service  Furnished  Independent  Rural  Lines. 

INFOBMAL  Ruling.* 

The  Republican  Valley  Telephone  Company  of  Frank- 
lin presented  the  following  rules  for  the  consideratiou  of 

'Informal  ruling  contained  in  a  letter  of  the  Commission,  dated  February 
6,  1913,  addressed  to  H.  C.  Gralheer.  Secretary  of  the  Cuming  County  In- 
dependent Telephone  Company,  and  issued  over  the  signature  of  the  ,'!ecre- 
tary  of  the  Commission. — Ed. 

*£xeerpt  from  the  Minutes  of  the  Commisuon. — Ed. 
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the  Commission,  and  asked  that  they  be  approved  and  made 
a  part  of  the  exchange  rate  filings  of  said  company : 

Refubi-ican  Valley  Telephone  Coupany. 
iltes  govekning  the  switching  of  independent  rural  lines. 


This  company  shall  be  notified  at  once,  upon  the  installation  of  a  new 
'phone  upon  such  lines  as  do  not  belong  to  this  exchange. 

All  switching  fees  are  due  six  months  in  advance,  and  shall  be  collected 
by  the  proper  officer,  or  officers,  of  the  line  receiving  service,  and  paid  to 
the  Republican  Valley  Tdephone  Company  witiiin  thirty  days  from  date 
due.  In  case  such  switching  fees  are  not  paid  within  the  stated  time,  the 
manager  of  the  Republican  Valley  Telephone  Company  shall  be  authorized 
to  refuse  connections  to  the  entire  line. 

All  toll  charges  shall  be  assessed  to  the  proper  officer  of  the  company 
receiving  service,  and  shall  be  paid  to  the  Republican  Valley  Telephone  Com- 
pany, settlement  to  be  made  every  thirty  days.  In  case  these  tolls  are  not 
settled  when  due,  the  operator  of  this  company  shall  be  authorized  to 
refuse  all  toll  calls  from  the  entire  line, 

Any  independent  line  connecting  vith  this  system  shall  be  responsible 
for  the  conduct  of  its  respective  subscribers,  seeing  that  they  comply  with 
the  rules  of  the  Republican  Valley  Telephone  Company. 

After  due  investigation  and  consideration,  the  Commis- 
sion gave  its  approval  to  said  rules,  subject  to  complaint^ 
and  ordered  that  they  be  added  to  the  exchange  rate  filings 
of  the  said  Republican  Valley  Telephone  Company  of 
Franklin. 


Jn  re  Appucation  of  the  Hokton  Tblbphonb  Company 

FOE   PEBMISSION   TO   CHARGE   A   SWITCHING   PeB   FOB  RE- 
CEIVING Long  Distance  Messages. 

Decided  February  14,  1913. 

Switching  Charge  for  Receiving  Long  Distance  HcBBagcfr— 
Discrimination. 

Under  date  of  Feburary  19,  yon  filed  an  application  with 
this  Commission  for  permission  to  charge  the  sum  of  twenty- 
five  cents  for  receiving  messages  from  toll  lines  through  the 
Barton  Central  Telephone  Company  from  all  persona  not 
patrons  of  the  Burton  exchange. 

Under  date  of  February  24,  the  Commission  refused  to 
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allow  this  Sling  on  the  ground  that  it  is  discriminatory  and 
not  in  accordance  with  good  telephone  practice.* 


In  re  Appucation  of  Hoeton  Tblkphonb  Company  fob 
Authority  to  Charge  a  Switching  Feb  fob  Foewabd- 
INO  Telegrams  and  Lonq  Distance  Messages. 

Decided  March  ip,  ipij. 

Onc-Waj  Switching  Fe«  for  Forwaiding  Telcgnuns  and  Long  Dbtance 
HessagcB. 

The  Oommiseion  is  in  receipt  of  yonr  favor  of  March  13, 
in  which  yon  make  application  for  authority  to  charge  a 
switch  fee  of  ten  cents  for  receiving  telegrams  and  long 
distance  calls  and  sending  them  on  their  way  out  onto  the 
farmer  lin^. 

The  Commission  is  not  disposed  to  grant  this  application. 
It  is  a  correct  principle  of  telephony  that  long  distance 
rates  should  be  the  same  both  ont  and  in,  and  if  yon  vere 
permitted  to  charge  a  ten  cent  additional  fee  on  in  messages, 
each  a  course  would  violate  the  principle  above  laid  down. 
In  addition,  yon  are  not  in  a  position  to  make  any  change 
in  long  distance  rat«s,  either  out  or  In,  to  Bnrton,  for  the 
very  simple  reason  that  yon  hare  no  toll  line.  Yonr  in  and 
ont  business  is  handled  over  a  line  that  you  do  not  own, 
which  you  do  not  control,  and  over  which  yon  have,  strictly 
speaking,  no  right  to  conduct  a  toll  business.  For  the  rea- 
sons above  mentioned  yonr  application  is  denied.t 

'Informal  ruling  contain^  in  a  letter  of  the  Commission,  dated  February 
25,  1913.  addressed  to  W.  H.  Horton,  owner  of  the  Horton  Telephone 
Company,  and  issued  over  the  signature  of  the  Secretary  of  the  Commission, 
—Ed. 

flnformal  ruling  contsuned  in  a  letter  of  the  Commission,  dated  March 
19,  1913,  addressed  to  Mrs.  W.  H,  Horton,  Manager  of  the  Horton  Tele- 
phone Company,  and  issued  over  the  signature  of  the  Secretary  of  the 
Commisiion. — Ed. 
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In  re  Application  of  Cozad  Mutual  Telephone  Company 

FOB  AUTHOKITy   TO   ESTABIJSH   A    RULB   GOVBBNINQ   THE 

Use  OF  THE  Same  Telephone  by  Two  Pabtihs. 
Application  No.  1763. 

Decided  May  o.   1913. 
Rate   for  Use   of   the    Same    Telephone   by   Two   Parties. 

Informal  Buuno." 

Application  having  been  made  by  the  Cozad  Mutual  Tele- 
phone Company  for  authority  to  eetabliah  the  following  rule : 

Where  two  parties  use  one  and  the  same  telephone,  each  having  their 
names  listed  in  the  directory,  the  rental  of  such  telephone  to  be  SO  per  cent. 
greater  than  our  regular  rate. 

And  it  appearing  to  the  Commission  that  the  said  rale 
is  apparently  reasonable  in  the  present  instance,  the  de- 
sired authority  was,  on  motion,  granted,  and  it  was  directed 
that  said  rule  he  added  to  the  filing  of  the  Cozad  Mntual 
Telephone  Company,  and  that  the  Company  be  notified  by 
letter  of  the  action  taken.  However,  the  Commission  does 
not  commit  itself  to  the  general  proposition  that  the  two- 
party  'phone  rate  should  be  in  all  cases  50  per  cent,  greater 
than  the  regular  rate.     (Application  Ko.  1763). 


In  re  Application  op  IjOwbb  Dead  House  Telephone  Com- 
pany FOE  PEBMISSION  TO  ESTABLISH  A  FaEM  LiNB  RaTE. 
Decided  June  10,   ip/j. 
Farm   Line    Rate. 

Informal  Ruling." 

The  exchange  filing  of  the  Lower  Dead  Horse  Telephone 
Company,  Chadron,  dated  May  31,  1913,  and  received  June 
6,  1913,  providing  for  a  farm  line  ratet  metallic  circuit,  of 
11.50  per  month,  "subscribers  to  furnish  their  own  side 
lines  and  'phones  and  keep  the  same  in  good  repair  or  be 
cut  off  the  line,"  was  approved,  subject  to  complaint 

•Excerpt  from  the  Minutes  of  the  Commission.^Ed. 

fit  appears  from  the  application  that  this  rate  was  payable  six  months  in 
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In  re  Appucation  op  Rdshvillb  Telephone  Company  foe 
Permission  to  Adjust  SwiTtiniNo  Bate. 

Decided  June  19,  IQIS- 

Switching  Fee — Subatitation  of  Heaaagc  Rate  for  Flat  Rate — InauSdent 
Revenue.* 

Informal  BuLiNo.f 

Upon  request  ot  the  Secretary  of  the  Rushville  exchange 
of  the  Chadron  Telephone  Company,  Eben  D.  Warner,  said 
company  was  granted  permission  to  cancel  its  flat  switch- 
ing rate  of  fifty  cents  per  month  for  switching  patrons  on 
the  Larrabee  telephone  line  (Whiteelay),  and  to  establish 
in  lieu  thereof  a  toll  rate  of  fifteen  cents  per  call,  with  five 
cents  added  for  each  extra  minute  in  excess  of  three 
minutes.  Prior  to  taking  this  action,  the  Conmiiseion  had 
satisfied  itself  that  the  majority  of  the  patrons  of  the  Larra- 
bee line  were  in  favor  of  the  change  of  rates  as  above  noted. 
(See  correspondence  in  file  of  the  Bushville  Telephone  Com- 
pany.) 


In  the  Mattbb  of  the  Application  of  Nebraska  Tblb- 
phone  cosn'any  to  extend  its  discount  period  ap- 
PLICABLE TO  Its  North  Platte  Exchanob. 

Application  No.  1828. 

Decided  July  ii,  IQ13. 

Disconnt  for  Prompt  Payment 

Order. 

.Whereas,  The  Nebraska  Telephone  Company  lias  made 
application  to  the  Nebraska  State  Eailway  Commission  for 


*The  reason  assigned  for  changing  from  the  flat  rate  to  the  message  rate 
was  that  the  flat  rate  had  not  afforded  sufficient  revenue  to  meet  the  ex- 
penses of  operation, — Ed. 

tExcerpt  from  the  Minutes  of  the  Commission. — Ed. 
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authority  to  extend  the  discount  period  relating  to  tlie  early 
payment  of  bills  in  connection  with  its  North  Platte  ex- 
change from  the  third  to  the  tenth  day  of  the  current  month ; 

And  it  appearing  to  the  Commission,  upon  due  investiga- 
tion and  consideration,  that  the  application  is  reasonable 
and  warranted  by  existing  conditions, 

It  is  ordered.  By  the  Nebraska  State  Kailway  GoouniB- 
aion,  that  the  desired  authority  be,  and  the  same  ia,  hereby 
granted,  the  new  discount  period  as  above  authorized  to  be 
in  force  from  and  after  August  1,  1913. 

Made  and  entered  at  Lincoln,'  Nebraska,  this  twenty-first 
day  of  July,  1913. 


In  re  Inteepbbtation  of  Physical  Connbction  I^aw  (H.  R. 
21),  Passed  by  tub  Legislatuee  op  1913. 


InteipreUtion  of  Physical  Connection  Law^— Inierclunge  of  I.ocal  Hea- 
■agea  Not  Required. 

Held:  That  the  law  providing  for  physical  connection  of  telephone  lines, 
passed  by  the  Legislature  of  1913,  requires  the  interchange  of  long  distance 
messages  only  and  was  not  intended  to  provide  for  the  interchange  of  local 
messages   between   competing   local  companies.* 

Opinion  of  Attobney-<Jenekau 

I  beg  to  acknowledge  receipt  of  yours  of  the  twenty-sixth 
ultimo,  which  is  as  follows : 

"The  Nebraska  State  Railway  Commission  directs  me  to  atk  of  you  a 
written  opinion  as  to  the  proper  interpretation  to  be  placed  on  H.  R.  No. 
21,  passed  by  the  Legislature  of  1913,  being  the  Telephone  Physical  Con- 
nection Law. 

Does  this  law  require  the  physical  connection  of  local  and  competing 
companies  for  the  interchange  of  local  calls,  or  are  its  provisions  applicable 
only  to  long  distance  or  toll  calls?" 

A  portion  of  the  act  referred  to  is  as  follows: 

"Any  telephone  company,  corporation,  association,  person  or  persons  do- 
ing a  public  telephone  business  in  the  Stale  of  Nebraska  shall  take  the  calls 

'Editor's  headnote. 
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or  messages  coming  from  any  other  telephone  comi}aDy,  corporation,  associa- 
tion,  person  or  persons,  and  so  switch  and  connect  its  wires  that  such  tele- 
phone message  from  any  point  in  Nebraska  may  be  delivered  to  any  sub- 
scriber served  by  its  telephone  exchange  or  switched  through,  so  that  any 
message  may  be  passed  on  to  another  exchange  over  such  trunk  or  toll 
lines  as  may  be  available  and  designated  by  the  exchange  or  switching 
station  where  the  call  originated,  regardless  of  the  ownership  of  such  lines." 
(Section  1,  Chapter  79.  P.  221.  Session  Laws.) 

In  my  judgment,  this  law  was  deigned  to  require  the 
transmission  of  long  distance  messages  from  the  lines  of  one 
company  on  to  the  lines  of  another  company,  and  was  not  in- 
tended to  provide  for  the  interchange  of  local  calls  or  mes- 
sages over  the  lines  of  two  or  more  competing  local  com- 
panies. 

In  this  opinion  I  am  simply  giving  my  view  of  the  proper 
construction  to  be  placed  upon  this  law,  and  am  not  oiider- 
taking  to  go  into  the  question  of  whether  or  not  the  legis- 
lature might  not  have  the  power  to  require  physical  con- 
nection  of  even  local  competing  companies,  for  the  purpose 
of  the  transmission  and  interchange  of  local  calls  or  mes- 
sage8.t 

fOpinion  contained  in  a  letter  of  the  Attorney-General  addressed  to  the 
Commission  under  date  of  July  30.  1913. — Ed. 
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Public  Service  Commission — Second  District 

In  the  Mattbb  of  the  Complaint  of  C.  F.  BATncAN  vs. 
New  York  Telephone  Company. 

Case  3687. 

Decided  July  .?/,   iqij. 

Short  Term  Serrice. 

Upon  complEunt  that  the  charge  of  $1275  made  for  three  months'  tele- 
phone service  to  the  complainant's  cottage  at  Farley's  Point  was  unjust  and 
unreasona^jle,  it  appeared  that  the  respondent's  annual  rate  was  $15.00  and 
that  the  charge  in  question  was  based  upon  an  estimate  of  $11,00  as  the 
average  cost  of  installing  and  disconnecting  telephones  throughout  the 
State,  plus  the  proportion  of  the  annual  rate  referable  to  the  period  of 

Dat7  to  Accept  Undesirable  Baainew— Cost  of  Service. 

Held:  That  although  (he  cost  of  service  is  an  element  to  be  considered 
in  fixing  the  rates  for  short  term  service,  it  cannot  be  controlling  and  the 
telephone  company,  although  it  should  not  be  compelled  to  furnish  service 
at  an  absolute  loss,  must,  in  the  performance  of  its  public  duty,  accept  busi- 
ness which  pays  little  and  which  it  may  not  desire,  as  well  as  the  more 
profitable  business. 

CoBt   of   Installition  and   Disconnection. 

Held:  That  the  average  cost  of  installation  and  disconnection  submitted 
by  the  company  clearly  refers  to  the  initial  installation  and  final  disconnec- 
tion, including  the  necessary  outside  and  inside  wiring  and  overhead  charges, 
and  is  not  applicable  to  service,  such  as  that  in  question,  continuing  from 
year  to  year  and  involving  annually  merely  the  installation  and  removal  of 
the  instrument  without  necessitating  any  wiring  after  the  initial  installation. 

That  the  charge  of  $12.75,  as  compared  with  the  annual  rate  of  $15.00, 
is  wholly  disproportionate  on  any  theory,  tends  to  discourage  development 
and  exceeds  the  value  of  the  service  to  the  consumer,  and  that  under  the 
circumstances  of  this  particular  case  an  art)itrary  chaise  of  $5.00  would  be 
reasonable  and  fully  sufficient  to  cover  the  annual  cost  of  connection  and 
disconnection  and  other  inddental  expenses  after  the  initial  installation. 

An  order  was  accordingly  entered  providing  that  the  rate  for  short  term 
service  at  Farley's  Point  should  not  exceed  $1.25  per  month  plus  an  arbi- 
trary charge  for  connection  and  disconnection  of  not  more  than  $5.00." 

'Editor's  headnote. 
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Obdbb. 

Oomplainant  alleges  that  respondent's  charge  of  fl2.75 
for  three  months'  telephone  service  in  his  cottage  at  Far- 
ley's Point  near  Union  Springs,  N.  Y.,  is  unjust  and  unrea- 
sonable and  in  violation  of  the  Public  Service  CommlBsions 
Law.  The  annual  rate  is  f  15.00.  Both  rates  are  for  so-called 
multi-party  service.  For  the  past  three  years  Mr.  Battigan's 
summer  rate  has  been  fl.25  per  month  (the  proportion  of 
the  annual  charge)  plus  the  billed  cost  for  mstalllng  the 
telephone  and  for  disconnecting  the  instrument  The  con- 
necting wires  to  the  bouse  have  been  and  are  continued  in 
place.  This  cost,  as  testified  by  respondent's  witness,  was 
billed  as  follows:  In  1910,  installing  fl.73,  removing  |.66, 
total  f2.39,  with  four  months'  service  that  year,  or  an  ag- 
gregate of  18.39.  In  1911,  installing  f3.18,  removing  (.97, 
with  three  months'  service  that  year,  or  an  aggregate  charge 
of  97.90.  In  1912,  installing  f2.57,  telephone  not  removed 
-and  with  three  months'  service,  the  total  cost  to  complainant 
that  year  was  |6.32. 

The  telephone  having  remained  in  complainant's  cottage 
through  the  last  winter  season  the  company  expressed  a 
willingness  to  charge  for  this  season  upon  the  old  basis, 
but  it  declined  to  extend  that  concession  to  other  persons 
in  like  situation  at  Farley's  Point.  It  Insists  that  its  tariff 
charge  for  this  summer  service  is  reasonable  and  refuses 
to  ma^e  any  change  in  the  tariff  rate  under  this-  complaint 
The  question  raised  by  the  complaint  must  therefore  be  de- 
cided. 

Respondent  has  in  effect  a  tariff  which  names  rates  for 
short  term  service  with  reference  to  the  rate  in  force  for 
annnal  service.  This  short  term  tariff  applies  generally 
throughout  the  State  where  the  flat  rate  service  instead  of 
the  message  rate  service  is  used.  The  company  states  that  it 
has  averaged  the  cost  of  installing  and  disconnecting  tele- 
phones throughout  the  State  and  after  taking  into  acconnt 
all  of  the  various  items,  including  the  overhead  costs,  it 
reaches  an  estimate  of  aboat  fll.OO  for  each  telephone  in- 
stalled and  removed.    Ad  exhibit  in  evidence  shows  for  re- 
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spondent's  Central  Division  which  inclodes  Parley's  Point, 
the  following: 


NET   COST 

COST  OF 

COST  OF 

VALUE 

OF   CONNECT- 

CONNBCT- 

DISCON- 

TOTAL 

OF 

ING   AND  DIS- 

fNC 

NECTING 

COST 

SALVAGE 

CONNECTING 

Station  wiring 

3.63 

.87 

4.50 

none 

4J0 

Drop  wire 

7.69 

.90 

S.S9 

1.69 

6.90 

Block  wire 

4.15 

.62 

4.77 

none 

4.77 

Total  with  drop 

11.40 

Total  with  block 

927 

We  shall  not  stop  to  dissect  these  claims  of  | 
average  cost  Plainly  they  refer  to  the  initial  installation 
and  final  disconnection,  including  the  necessary  outside  and 
inside  wiring,  and  they  are  not  applicable  to  service  which 
has  been  established  and  is  continued  from  year  to  year.  The 
company  has  included  in  these  items  20  per  cent,  on  con- 
nection and  15  per  cent  on  disconnection  for  supervision. 
To  say  that  the  cost  of  putting  in  a  telephone  instroment 
and  taking  it  out,  after  the  necessary  wiring  has  been  done,  - 
leaving  out  of  consideration  the  cost  of  tbe  instrument  it- 
self, amonnts  to  f  11.00  or  more  would  be  an  absurdity. 

In  fixing  rates  for  this  short  term,  service  cost,  of  coarse, 
is  an  element  to  be  considered,  but  within  reasonable  limita- 
tions it  is  not  and  cannot  be  the  governing  factor.  The  com- 
pany ought  not  to  be  asked  to  do  this  business  at  an  abso- 
lute loss.  Neither  should  it  insist  upon  taking  the  highest 
scale  of  cost  for  installation  and  disconnection  including 
wiring  that  It  is  possible  to  estimate,  and  then  apply  that 
as  a  cost  basis  to  all  service  involved  in  this  short  term  use 
of  the  telephone,  irrespective  of  actual  conditions.  For  this 
three  months'  service  the  company  charges  f  12.75,  notwith- 
standing it  charges  only  fl5.00  for  a  yearly  service.  These 
rates  are  wholly  disproportionate  on  any  theory.  The  short 
term  rate  could  not  be  better  designed  to  discourage  short 
term  service  requests.  The  company  could  well  add  to  its 
tariff  that  tliis  short  term  service  is  not  desired.  The  tele- 
phone company,  like  the  railroad  company,  must,  in  serv- 
ing tlie  public,  accept  the  small  and  little  paying  business 
with  the  large  and  better  paying  trafBc.     In  this  case  tJie 
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telephone  line  rnns  from  Union  Springs  down  past  Farley's 
Point  with  a  short  branch  into  Farley's  Point.  The  distance 
from  the  exchange  at  Union  Springs  to  Farley's  Point  is 
about  two  miles.  There  are  said  to  be  about  thirty  cottages 
on  Farley's  Point  The  company  has  had  only  about  three 
customers  there.  It  is  not  improbable  that  upon  active  so- 
licitation a  dozen  or  more  summer  customers  could  be  in- 
duced to  take  service  there  at  an  attractive  rate.  With  lines 
already  established  the  actual  cost  of  connection  and  discon- 
nection above  current  operating  expenses  would  be  trifling. 
Taking  into  full  account  the  cost  of  changing  telephone  in- 
strument locations  within  a  cottage  now  and  then  upon  re- 
quest, the  changing  of  customers'  names'  in  the  directory 
with  change  of  occupancy  of  cottages,  the  sending  of  a  la- 
borer from  Union  Springs  to  connect  and  disconnect,  the 
possibility  for  connection  at  commencement  of  the  season 
of  more  than  one  connection  at  the  same  time  and  so  perhaps 
for  disconnection,  the  spreading  of  the  initial  wiring  ()f 
houses  and  to  houses  over  several  years,  the  use  of  exchange 
station  equipment,  and  the  prices  heretofore  charged  by  the 
company  for  this  special  work,  we  are  convinced  that  in  this 
location,  and  under  these  circumstances,  an  arbitrary 
charge  of  |5.0U  plus  the  |1.25  monthly  charge  would  be  fully 
compensatory  and  reafionable,  and  that  a  greater  charge 
would  be  unreasonable.  The  present  rate  of  f  12.75  for  three 
months  plainly  exceeds  the  value  of  respondent's  service  to 
the  customer.  It  tends  strongly  to  be  prohibitive.  It  nn- 
queationably  discourages  development  of  respondent's  busi- 
ness and  the  increase  of  facilities  for  telephone  communica- 
tion to  the  public.  It  is  indefensible  as  applied  to  the  sum- 
mer season  business  at  Farley's  Point  and  our  decision  in 
this  case  is  limited  necessarily  to  this  complaint  There 
may  be  and  probably  are  situations  where  such  a  rate  would 
not  be  excessive  under  all  the  conditions  prevailing,  and  we 
are  not  undertaking  in  this  case  to  make  a  general  order  ap- 
plying to  all  short  term  service  business. 

After  consideration, 

It  ia  ordered,  (1)  That  respondent,  New  York  Tele- 
phone Company,  be  and  is  hereby  directed  and  required  to 
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cease  and  deaiat  on  or  before  August  10,  1913,  from  charg- 
ing or  rollecting  or  receiving  more  for  the  season  or 
abort  term  telephone  service  at  Farley's  Point,  County  of 
Caynga,  in  the  State  of  New  York,  than  $1.25  per  month 
plus  an  arbitrary  charge  for  connection  and  disconnection 
of  the  telephone  instrument  and  other  expenaes  of  not  to 
exceed  $5.00. 

Ordered,  (2)  That  respondent,  New  York  Telephone 
Company,  be  and  is  hereby  required  to  adjust  its  charges 
for  the  present  season  at  Farley's  Point'  upon  the  baaia  of 
maximum  charges  hereby  prescribed. 

Ordered,  (3)  That  respondent.  New  York  Telephone 
Company,  has  leaTe  to  make  the  said  short  term  or  seaaon 
charges  effective  at  Farley's  Point  by  filing  supplement  to 
its  tariff  withont  notice. 

Ordered,  (4)  That  reaptmdent,  New  York  Telephonn 
Company,  be  and  is  hereby  required  to  notify  the  Commis- 
sion on  or  before  August  5,  1913,  whether  it  accepts  and 
will  obey  the  provisions  of  this  order. 
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NORTH  CAROLINA. 

Corporation  ConuniBsion. 

In  re  Telephone  Batbs  to  be  Chaegbd  by  the  Southbbn 
Bell  Telephone  and  Tbleg&aph  Company  at  Bubling- 

TON^  NOBTH  CaBOUNA. 

Decided  August  6,  1013, 

AsreemeBt  between  Municipality  and  Company  aa  to  Rates— IncruM 

in  Ratea  upon  Improvement  of  Service— Increase  in  Rates  upon 

Increase  in   Number  of   Subscribeia. 

Approval  of  an  agreement  entered  into  between  the  City  of  Burlington 
and  the  Southern  Bell  Telephone  and  Telegraph  Company,  to  the  effect 
that  upon  the  installation  by  the  latter  of  a  common  battery,  central  energy, 
system  in  place  of  the  existing  system,  and  thereafter  until  750  stations 
should  have  been  connected  with  the  local  exchange,  the  company  should  be 
entitled  to  charge  certain  rates  tixed  by  the  agreement;  thai  when  750  sta- 
tions should  have  been  connected  and  thereafter  until  1,250  stations  should 
have  been  connected,  the  compaiiy  should  be  entitled  to  charge  certain  other 
rates  fixed  by  the  agreement;  and  finally  that  after  1,250  stations  should 
have  been  connected,  the  rates  charged  should  not  exceed  (hose  charged  by 
the  Bel]  company  for  the  same  class  of  service  under  similar  conditions  in 
other  localities  of  similar  size  in  the  State  of  North  Oirolina.* 

Obdeb. 

Whbbbas,  It  appeara  to  the  Corporation  Comtniesion  of 
North  Carolina,  that  the  Southern  Bell  Telephone  and  Tele- 
graph Company,  and  the  City  of  Burlinf^n,  North  Caro- 
lina, have  entered  into  an  agreement,  dated  Jnly  7,  1913, 
in  which  it  is  provided  that : 

"The  telephone  company  will,  within  eighteen  months  after  ihe  approval  of 
this  agreement  by  the  Corporation  Commission  of  North  Carolina,  and 
upon  the  terms  and  conditions  hereinafter  stated,  install  within  the  City 
of  Burlington,  North  Carolina,  a  common  battery,  central  energy,  telephone 
system,  with  new  instruments  at  each  subscriber's  station,  in  lieu  nf  the 
telephone  system  now  in  operation  in  said  dty,  and  will  furnish  local  ex- 
change telephone  service  to  its  Burlington  exchange  subscribers  within  its 


^Editor's  beadnote. 


D.gnzedbyGoOgIC 


592         NoETH  Cabolina  Coetoration  Commission. 

exchange  radius,  who  execute  its  usual  twelve  months'  contract  for  such 
service,  and  pay  therefor  monthly,  in  advance,  on  or  before  the  tenth  day  of 
each  month,  at  the  office  of  the  party  of  the  first  part,  in  said  city,  at  not 
exceeding  the  following  schedule  of  rates: 

(a)  From  the  date  of  completion  of  the  installation  of  common  battery 
equipment  until  750  subscribers  are  connected  with  the  Burlington  exchange, 
the  rates  shall  be  as  follows: 

Unlimited  special  line  business  stations,  per  month $3.50 

Unlimited  duplex  line  business  stations,  per  month 3.00 

Unlimited  party  line  business  stations,  per  month 3.00 

Unlimited  special  line  residence  stations,  per  month 2.00 

Unlimited  duplex  line  residence  stations,  per  month l.SO 

Unlimited  party  line  residence  stations,  per  month l.SO 

(b)  After  750  stations  shall  be  connected  with  Burlington  exchange,  and 
until  1,250  stations  are  connected  with  the  Burlington  exchange  the 
following  rates  shall  apply: 

Unlimited  special  line  business  stations,  per  month $4.00 

Unlimited  duplex  line  business  stations,  per  month 3.50 

Unlimited   party   line   business   stations,   per   month 3.O0 

Unlimited  special  line  residence  stations,  per  month 2.50 

Unlimited  duplex  line  residence  stations,  per  month 2.O0 

Unlimited  parly  line  residence  stations,  per  month 2.00 

(e)  After  1,250  stations  are  connected  with  said  Burlington  exchange, 
the  rates  charged  by  said  telephone  company  for  local  exchange  service  shall 
not  exceed  rates  charged  by  it  for  the  same  class  of  service  in  other  cities 
and  towns  in  the  State  of  North  Carolina,  of  similar  size  and  operating  under 
similar  conditions. 

From  this  date,  and  until  the  completion  of  the  said  new  system,  the 
telephone  company  shall  not  charge  rates  in  excess  of  the  present  schedule 
of  rates  now  in  effect  in  said  city." 

And  wheseas,  Said  agreement  provides  that  the  same 
shall  not  be  binding  on  the  parties  thereto  nnless  and  un- 
til this  Commission  approves  tlie  rates  as  herein  above  set 
forth  and  .anthorizes  the  telephone  company  to  charge  said 
rates  for  its  Burlington  local  exchange  telephone  service, 
when  the  telephone  company  shall  have  reconstructed  its 
Burlington  exchange  as  herein  above  set  forth. 

And  whbbbas,  It  appears  that  the  Mayor  and  Board  of 
Aldermen  of  Burlington,  North  Carolina,  in  meeting  duly 
assembled  on  July  7,  1913,  by  formal  resolations  ratified 
and  approved  and  confirmed  said  agreement  upon  the  terms 
and  conditions  therein  stated,  provided  however,  that  the 
majority  of  the  telephone  subscribers  of  said  company  as- 
sent in  writing  to  the  said  schedule  of  ratea, 
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And  whbbbas,  This  CommissioD  is  requested  by  the 
Mayor  and  Board  of  Aldermen,  of  Burlington,  North  Caro- 
lina, to  approve  the  said  agreement,  and  to  authorize  the 
telephone  company  to  charge  the  schedule  of  rates  herein 
above  stated  upon  the  terms  and  conditions  therein  set 
forth. 

*  And  whbbeas,  It  appears  that  the  majority  of  the  tele- 
phone subscribers  of  the  Southern  Bell  Telephone  and  Tele- 
graph Company,  of  Burlington,  North  Carolina,  have  in  writ- 
ing assented  and  agreed  to  the  said  schedules  of  rates  apon 
the  terms  and  conditions  set  forth  in  the  said  agreement 
between  said  Company  and  the  City  of  Burlington,  North 
Carolina. 

And  whbebas,  A  copy  of  said  agreement  between  said 
Company  and  the  City  of  Burlington,  North  Carolina,  and  a 
copy  of  said  resolutions  by  said  Mayor  and  Board  of  Alder- 
men, of  Burlington,  North  Carolina,  and  a  copy  of  the  agree- 
ment by  the  majority  of  the  telephone  subscribers  of  said 
Company  in  Burlington,  North  Carolina,  to  the  said  sched- 
nles  of  rates,  have  been  filed  with  this  Commission. 

And  whbbbas.  It  appears  that  the  said  agreement  be- 
tween the  City  of  Burlington,  North  Carolina,  and  said  tele- 
phone company  is  fair,  just  and  reasonable. 

/*  M  therefore  ordered,  By  this  Commission,  that  said 
agreement  between  said  company  and  the  City  of  Burlington, 
North  Carolina,  is  hereby  approved  and  that  said  Southern 
Bell  Telephone  and  Telegraph  Company  is  hereby  author- 
ized to  charge  the  schedules  of  rates  for  local  exchange  tele- 
phone service  at  its  Burlington,  North  Carolina,  exchange 
as  herein  above  set  forth  and  upon  the  terms  and  conditions 
stated  in  said  agreement. 

Approved  by  order  of  the  Commission  this  August  6,  1913. 
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OHIO. 

The  Public  Service  Commisaion. 

In  re  Bebates  for  Intbreuptbd  Service. 

Decided  Juts  i8.  iqi:i. 
Refund  for  Interruption  of  Service. 

The  Commission  cannot  undertake  to  render  a  decision 
or  express  an  opinion  informally  as  to  the  obligation  of  The 
Toledo  Home  Telephone  Company  to  refund  a  portion  of 
its  charges  to  a  certain  subscriber  who  was  temporarily  de- 
prived of  service  by  reason  of  the  occurrence  of  an  unusual 
wind  and  sleet  storm. 

This  is  in  reply  to  your  favor  of  the  sixteenth  instant." 

♦Informal  ruling  contained  in  a  letter  ot  the  Commission,  dated  July  18, 
1913,  addressed  to  Messrs.  Brown,  Geddes,  Schmettau,  Williams  and 
Cunningham,  Toledo,  Ohio,  and  Issued  over  the  signature  of  the  Secretary 
of  the  Commission. — Ed 
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OKLAHOMA. 

Corporation  CtKnmisuoii. 

B.  S.  Beistow,  et  at.,  Comanche,  Oklahoma,  vs.  Comanche 
Telephone  Company. 

Cause  No.  1521— Order  No.  707. 

Dtcided  June  21,   1913. 

Itudeqiiate  Service— Unreaaonable  Rates  for  Service  between  Rnral  Snb- 
scriben  and   Exchange   Snbscribera. 

Upon  complaint  as  to  the  rates  and  service  of  the  Comanche  Telephone 
Coinpan}r,  it  appeared  that  the  night  service  was  inadequate  owing  to  the 
(aiiure  of  the  boy  employed  as  night  operator  to  respond  regularly  to  the 
night  bell,  and  that  a  charge  of  twenty-five  cents  per  message,  each  way, 
was  made  for  service  between  rural  subscribers  and  exchange  subscribers. 
It  further  appeared  that  the  owner  of  the  company  received  a  salary  of 
(150,  a  month  as  manager. 

Efficiency  of  Operaton. 

Held:  That  the  defendant  should  employ  competent  operators  for  both 
day  and  night  service. 

Free  Interchange  of  Service  between  RnnI  and  Exchange  Sobacrtbera. 

Held:  That  the  charge  for  messages  between  rural  and  exchange  sub- 
scribers is  unreasonable  in  view  of  the  monthly  rentals  charged  and  in 
view  of  the  common  practice  of  other  companies  to  afford  free  interchange 
of  service  between  their  rural  and  exchange  subscribers. 

Owner's  Salair  as  Manager. 

Held:  That  the  owner  of  an  exchange  is  entitled  to  reasonable  compensa- 
tion for  the  time  devoted  by  him  to  the  business,  but  may  not  collect  un- 
reasonable charges  for  the  purpose  of  paying  himself  an  unreasonable  salary 
and  that  the  salary  allowed  in  this  instance  is  greater  than  that  usually  paid 
in  plants  of  similar  size. 

Order. 

Ordered,  That  the  defendant  employ  operators  competent  to  render  ef- 
ficient service  day  and  night;  that  the  defendant  afford  free  interchange  of 
service  between  its  rural  and  exchange  subscribers;  and  that  the  rates 
charged  for  long  distance  messages  shall  not  exceed  those  charged  by  other 
companies  for  similar  service.* 

'Editor's  headnote. 
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Ol'INION   AND  ObUER. 

By  the  Commission: 

The  complainant  alleges  that  the  Comanche  Telephone 
Company  is  an  individually  owned  telephone  eystem;  that 
it  furnishes  Tarious  classes  of  telephone  service  in  the  town 
of  Comanche  and  also  to  raral  lines  owned;  that  the  serv- 
ice in  the  town  is  bad;  and  in  addition  to  the  bad  service 
the  owner  of  the  exchange  forces  all  exchange  subscribers 
ivho  desire  to  talk  with  rural  Bubscribers  to  pay  twenty-five 
cents  for  each  and  every  connection  in  addition  to  the  monthly 
rental  charged  for  exchange  service ;  the  same  is  also  true  of 
the  rural  subscribers  who  desire  to  talk  with  the  exchange 
subscribers.  In  many  instances  it  is  alleged  the  rural  serv- 
ice message  charge  exceeds  the  charge  made  for  toll  messages 
to  the  surrounding  towns.  The  rates  charged  for  service  by 
the  company  are  as  follows : 

Business  telephones $2.S0  per  month 

Residence  telephones 1.00  per  month 

Rural  telephones IJW  per  month 

There  are  160  business  and  residence  telephones  in  the  town 
and  141  rural  telephones  distributed  on  22  lines  all  owned 
by  the  company. 

The  evidence  shows  that  the  owner  of  the  telephone  ex- 
change has  been  operating  the  exchange  and  the  rural  lines 
as  two  separate  and  distinct  plants  and  that  when  a  sub- 
scriber of  one  plant  wanted  to  talk  to  a  subscriber  of  the 
other  plant  a  message  rate  of  twenty-five  cents  was  charged 
regardless  of  whether  the  party  called  lived  two  blocks  or 
twenty  miles  outside  of  the  town  limits.  This  charge  is 
complained  of  by  all  subscribers  as  unreasonable.  It  is  the 
opinion  of  the  Commission  that  the  charge  is  unreasonable 
in  view  of  the  rates  charged  for  service  and  in  view  of  the 
fact  that  in  all  exchanges  where  the  same  class  of  service 
is  rendered  the  exchange  and  rural  subscribers  have  free 
exchange  of  service. 

The  complaint  alleges  and  the  evidence  shows  that  the  bad 
service  can  be  accounted  for  in  "incompetent  operatore"  at 
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the  central  office ;  this  applies  specifically  to  the  night  service. 
The  owner  of  the  exchange  employs  a  boy  to  do  the  night  op- 
erating who  is  allowed  to  go  to  bed  after  a  certain  hour  and 
depend  upon  a  night  bell  to  wake  him  np.  The  night  bell 
operates  in  connection  with  the  subscribers'  lines  and  rings 
when  a  subscriber  calls.  It  bas  been  the  experience  of  tlie 
exchange  operators  that  boys,  for  this  class  of  service,  are 
not  to  be  depended  upim;  especially  if  employed  in  thesame 
or  another  line  of  business  during  the  day,  they  become  tired 
and  sleep  soundly  and  the  mere  ringing  of  a  bell,  regardless 
of  the  size  of  the  gong,  has  little  or  no  effect  The  Com- 
mission is  of  the  opinion  that  arrangements  to  supply  better 
night  service  should  be  made. 

The  report  of  the  Commission  of  revenues  and  expenses 
for  the  plant  for  the  period  of  six  months,  July  1,  1912,  to 
December  31,  1912,  shows: 

Average  revenue  per  month $464.55 

Average    expense    per    month 441.70 

NET    0PEKAT1NG    INCOME    PER    MOKTH f  232S 

The  revenue  above  shown  includes  the  revenue  derived 
from  message  charges  over  rural  lines,  which  average  for  the 
six  months  9^2.40  per  month,  and  commissions  for  handling 
the  toll  business  of  other  companies,  which  average  $41.80 
per  month  ont  and  in  business.  The  expenses  include  the 
salaries  paid  the  operator  which  amount  to  fTo.OO  per  month, 
and  the  salary  of  the  owner  which  is  fl50.00  per  month.  In 
addition  to  the  salaries,  all  maintenance  expenses,  taxes  and 
other  expenses  are  deducted. 

The  Commission  is  of  the  opinion  that  the  revenue  de- 
rived from  the  rates  charged  for  service,  after  deducting  and 
eliminating  the  message  charges  over  rural  lines  and  also  the 
commifflion  on  long  distance  or  toll  business,  Is  shown  to 
be  sufficiently  remunerative  for  a  plant  of  this  character. 
The  Commission  does  not  attempt  to  say  what  an  exchange 
manager  or  owner  is  worth  to  the  exchange  in  dollars  and 
cents;  but  on  a  comparative  basis  the  owner  of  this  plant  is 
paying  himself  a  salary  greater  than  is  usually  paid  in  plants 
of  this  size.    The  owner  of  an  exchange  is  entitled  to  reason- 
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able  compenaatioii  for  the  time  he  devotes  to  the  business 
but  he  must  not  take  more  and  expect  the  public  to  pay  un- 
reasonable charges  for  service  they  should  be  entitled  to,  in 
order  that  he  have  an  unreasonable  salary. 

It  is  therefore  ordered,  That  W.  M.  Dichl,  owner  of  the 
Comanche  Telephone  Company,  shall  give  to  his  subscribers 
efficient  telephone  service,  both  day  and  night,  by  employ- 
ing operators  in  the  central  office  capable  of  performing  the 
duties  required  of  people  engaged  in  that  class  of  work ; 

And,  it  is  further  ordered,  That  the  charges  now  being  made 
for  connections  between  exchange  and  rural  subscribers  and 
rural  and  exchange  snbscribers  shall  not  be  made,  and  that 
all  subscribers  of  the  Comanche  telephone  system  who  have 
connection  with  the  Comanche  exchange  shall  have  free  and 
unlimited  service  over  all  exchange  and  rural  lines  owned  by 
the  system,  and  further  that  the  rate  for  toll  or  long  dis- 
tance charges  shall  in  no  instance  exceed  the  rate  charged 
by  other  companies  for  similar  or  like  service. 

This  order  shall  be  in  effect  on  and  after  July  1,  1913. 

Dated  at  Oklahoma  City  this  twenty-flrst  day  of  Jane,  1913. 


In  re  the  Independent  Telephone  Company,  Cestos.  Okla- 

BOUA. 

Cause  No.  1172— Order  No.  709. 
Decided  June  21,  1913. 

Discriminatioii— Rcfiual  of   Service— DiMgreement   with  Operators. 

Upon  evidence  that  defendant  had  refused  service  because  of  disagree- 
ments between  its  operators  and  certain  patrons, 

Ordered,  That  the  defendant  furnish  service  to  all  who  offer  to  abide  by 
reasonable  rules  with  respect  to  the  payment  of  rentals  and  the  use  of 
instruments.* 

Opinion  and  Okdbr. 

By  the  Commission: 

The  defendant  was  cited  to  show  cause  why  it  should  not 
give  all  of  its  subscribers  and  patrons  service  without  delay 
or  discrimination. 
'Editor's  headnote. 
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It  appears  from  the  evidence  that  the  operators  and  some 
of  the  patrons  of  the  company  were  not  able  to  agree;  for  that 
reason  the  company  refused  to  install  a  telephone  for  one 
applicant  for  service. 

It  is  the  opinion  of  the  Conunission  that  a  public  service 
company  should  at  all  times  serve  applicants  for  service  asd 
should  not  draw  the  line  as  to  who  shall  or  who  shall  not 
have  the  benefit  of  a  telephone^  providing,  however,  the  appli- 
cant tenders  payment  for  the  desired  service. 

It  ig  therefore  ordered^  That  the  defendant,  the  Independ- 
ent Telephone  Company,  shall  upon  request  furnish  telephone 
service  to  all  patrons  desiring  same  upon  the  patron  offering 
to  abide  by  reasonable  rules  concerning  the  payment  of  serv- 
ice and  the  use  of  the  telephone. 

This  order  to  become  effective  on  and  after  July  1,  1918. 

Dated  at  Oklahoma  City,  Oklahoma,  this  twenty-first  day 
of  June,  1913. 


In  re  Infoemation  of  Bueeows  On,  Company  vs.  Pionbkb 
Telephone  and  Telegeaph  Company  fob  Violation  of 
Commission's  Obdbe  No.  lOl*  in  Raising  Batbs  in  the 
City  of  Oklahoma  City. 

Dated  July  12,  1913, 
Refund  o[   durgOB  CoUflcted  in  Bxceu  of  Legal  Rites. 

The  Supreme  Court  of  Oklahoma  having  upheld  the  Commission's  Order 
No.  101*  which  fixed  the  legal  rates  for  telephonic  service,  and  the  Pioneer 
Telephone  and  Telegraph  Company  having  filed,  in  accordance  with  the 
Commission's  Order  No.  663,$  a  statement  showing  the  amounts  collected 
by  it  in  excess  of  the  legal  rates  estahlished  by  Order  No.  101*  and  in 
violation  thereof. 

Ordered,  Thai  the  Pioneer  Telephone  and  Telegraph  Company  pay  into 
the  hands  of  the  Commissiim,  fur  distribution,  the  sum  so  collected,  amount- 
ing to  $62„0S727.t 

Oedbb. 

To  the  Pioneer  Telephone  and  Telegraph  Company: 
Whbrbah,  On  the  twelfth  day  of  October,  1908,  the  Cor- 

♦See  II,  Com.  Tel.  Cases  729.— Ed. 

^Printed  in  Commission  Leaflet  No.  14,  at  page  112.— Ed. 

fEditor's  beadnote. 
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poration  Commission  of  Olilahoma  promulgated  its  Final 
Order  No.  101,*  which  in  effect  provided  that  no  telephone 
company  operating  or  doing  business  In  the  State  of  Okla- 
homa should  charge  and  collect  a  different  or  greater  rate 
for  its  services  to  the  pnblic  than  the  rates  charged  nnder 
the  schedule  in  effect  on  the  twelfth  day  of  October,  1008, 
without  first  having  made  application  to,  and  receiving  au- 
thority from  the  Corporation  Commission  therefor; 

Whbbbas^  On  the  twenty-eighth  day  of  July,  1909,  on  com- 
plaint of  the  Burrows  Oil  Company  of  Oklahoma  City,  the 
Commission  cited  the  Pioneer  Telephone  and  Telegraph  Com- 
pany for  contempt  for  violation  of  said  Order  No.  101,'  in 
that  said  company  had  raised  its  rates  for  exchange  service 
in  the  City  of  Oklahoma  City,  over  and  above  its  rates  under 
schedule  in  effect  on  the  said  twelfth  day  of  October,  1908, 
without  first  making  application  to  and  securing  authority 
from  the  said  Corporation  Commission  as  required  by  said 
order;  in  whicli  proceeding,  on  the  third  day  of  September, 
1909,  said  Commission  issued  its  Order  No.  235t  assessing 
against  the  defendant,  the  Pioneer  Telephone  and  Telegraph 
Company,  a  fine  of  f  100 ; 

WHBEBAS,  An  appeal  to  the  Supreme  Court  from  the  order 
assessing  such  fine  was  perfected,  and  upon  a  final  determina- 
tion thereof,  on  the  eleventh  day  of  Septemlmr,  1912,  the  Su- 
preme Court  affirmed  said  Order  No.  235;t  and,  the  basis  of 
said  appeal  having  been  a  claim  that  said  Order  No. 
101*  was  invalid,  the  said  Court  held,  in  affirming  the  said 
Order  No.  2:irt,t  (I'ioneer  T.  and  'J'.  Co.,  Plaintiff  in  error, 
vs.  State  of  Oklahoma,  et  al.,  Defendants  in  error,  Court  No. 
1827 — not  yet  reported)  :  "Order  No.  101*  is  valid  and  sub- 
sisting." 

Whereas,  On  the  eleventh  day  of  January,  1913,  the  Cor- 
poration Commission  promulgated  its  Order  No.  663,t  sus- 
pending tlie  operation  of  Order  No.  101,"  pending  investiga- 
tion and  final  determination  of  whetlier  or  not  the  rate  sched- 
ule in  effect  on  the  twelfth  day  of  October,  1908,  is  now  com- 

•See  II  Com.  Tel.  Cases  729-— Ed. 
tSi-e  JI  Com.  Tel.  Cases  782.— Ed, 
tPrinted   in  Commission   Leaflet   No.   14,  at   page   112. — Ed.  ^ 
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pensatory  for  the  services  rendered  by  yon,  which  suspension 
was  allowed  upon  the  execution  and  filing  of  a  bond  in  the 
sum  of  115,000,  etc. ;  and  requiring  you  to  complete  and  file 
with  the  Commission  a  verified  statement  showing  the  names 
of  your  stibscnbers  in  Oklahoma  City,  and  the  amounts  you 
have  collected  for  telephone  station  rentals,  in  excess  of  the 
rates  that  were  in  force  on  the  twelfth  day  of  October,  1908, 
up  to  and  including  the  thirty-first  day  of  December,  1912; 

Webreas,  It  was  shown  in  proceedings  under  Citation  No. 
37,  {Burrouys  Oil  Co.  vs.  Pioneer  T.  and  T.  Oo.)i  that  on  the 
first  day  of  June,  1909,  you  increased  the  rates  for  service 
in  the  City  of  Oklahoma  City,  over  and  above  those  in  effect 
on  the  twelfth  day  of  October,  1908,  and  conixary  to  the  pro- 
vision of  Order  No.  101,"  under  the  terms  of  which  the  rates 
in  effect  on  the  said  twelfth  day  of  October,  1908,  were  the 
legal  tariff  or  schedule  rates  until  changed  nnder  authority 
from  thiB  Commission; 

Whereas,  On  the  fifth  day  of  July,  1913,  you  filed  with  the 
Commission,  a  compilation  as  per  the  terms  of  said  Order  No. 
633,t  showing  the  excess  amounts  due  to  (Account  No.  1), 
Workman  and  Company  of  110  North  Bobinsou  Street  and 
various  other  persons,  firms  and  corporations  in  Oklahoma 
City,  a  total  of  22,866  accounts,  which  aggregate  a  total  of 
net  excess  collections  amounting  to  f  62,057.27;  and. 

Whereas,  Section  1239,  Snyder's  Compiled  Laws  of  Okla- 
homa, provides,  in  such  cases,  that:  "Upon  the  final  judg- 
ment (of  tlie  Supreme  Court)  if  the  order  violated  is  sus- 
tained in  the  Supreme  Court,  the  Commission  shall  distrib- 
ute such  overcharges  tit  the  person  to  whom  the  same  are 
due." 

You  are  therefore  ordered,  To  pay  into  liie  hands  of  the  Cor- 
poration Commission  of  Oklahoma,  on  or  before  the  fifteenth 
day  of  July,  1913,  the  sum  of  ^62,057.27  for  distribution  as 
under  tbe  law  is  provided. 


*See  II  Com.  Tel.  Cases  729.— Ed. 
tSee  II  Com.  Tel.  Cases  782.— Ed. 
tPrinted   in   Commission  Leaflet   No.   U,  at  page  1 
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SOUTH  CAROLINA. 

Railroad  Commission. 

In  the  Mattes  op  Agbbement,  dated  June  24,  1913,  be- 
tween THE  SOUTHBEN  BBLL  TELEPHONE  AND  TBLaOBAPH 

Company  and  the  Town  of  Dillon,  S.  C,  with  befeb- 

BNCE    TO    INCBEASING    DlLLON    LOCAL    EXCHANQB    TBLB- 

PHONB  Bates. 

Decided  July  31,   IQ13. 

Af^ttvatax  between  Companr  and  Town  as  to  Satea— Increaae  in  Ratea 
Qpon  Improvement  of  Service— Discount  for  Prompt  PaymenL 

This  was  an  application  for  approval  of  an  agreement  entered  into  be- 
tween the  town  of  Dillon  and  the  Southern  Belt  Telephone  and  Telegraph 
Company,  providing  that  upon  the  installation  by  the  company  of  a  common 
battery,  central  energy  system  in  place  of  the  existing  system  and  there- 
after until  ?S0  stations  should  have  been  connected  with  the  local  exchange, 
ihe  company  should  be  entitled  to  charge  certain  rates  fixed  by  the  ^lee- 
ment,  and  that  after  750  stations  should  have  been  connected,  the  rates 
i-harKcd  should  not  exceed  those  charged  by  the  Bell  company  for  the 
same  class  of  service  under  similar  conditions  in  other  localities  o£  similar 
size  in  the  State  of  South  Carolina.  Jt  was  further  provided  in  the  agree- 
ment that  until  300  stations  should  have  been  connected  with  the  local  eX' 
change,  a  discount  of  Bfty  cents  per  month  should  be  allowed  on  bilU 
paid  in  advance  and  that  after  the  connection  of  300  stations  no  discount 
should  be  allowed,  but  bills  should  continue  to  be  paid  in  advance. 

The  Commission  made  an  order  confirming  the  agreement  without 
prejudice  to  its  further  action  if  dissatisfaction  should  arise  at  any  time  in 
the  future.* 

Obdeb. 

After  considering  the  agreement  between  the  Southern 
Bell  Telephone  and  Telegraph  Company,  dated  Juue  24, 1913, 
and  the  town  of  Dillon,  S.  C,  with  reference  to  the  installing 
by  that  company  of  a  commini  battery  central  enei^  tele- 
phone system  in  Dillon,  in  lien  of  the  jd-esent  system  now  be- 
ing operated  there,  and  the  payment  by  tbe  Dillon  telephone 
snbscribers  of  tbe  local  excliange  telephone  rates  at  that 

♦Editor's  note  prepared  from  record. 
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point,  upon  the  terms  aad  conditions  set  forth  in  said  agree- 
ment, a  copy  of  which  agreement  is  on  file  in  the  office  of  the 
Commission,  and  after  considering  the  resolution  of  the 
Mayor  and  Conocil  of  Dillon,  dated  June  24, 1913,  requesting 
this  Commission  to  approve  the  said  agreement  and  to  au- 
thorize said  telephone  company  to  charge  the  schedule  of 
rates  therein  mentioned,  upon  the  terms  and  conditions 
therein  set  forth,  a  copy  of  which  resolution  is  on  file  in  this 
office,  and  upon  considering  the  original  agreement  with  said 
company  by  a  large  majority  of  the  telephone  subscribers  of 
said  company  in  Dillon,  6.  C,  agreeing  to  the  schedule  of 
rates  and  terms  and  conditions  set  forth  in  said  agreement, 
between  said  company  and  said  town  of  Dillon,  said  originiJ 
agreement  by  said  subscribers  being  on  file  in  this  office. 

It  is  considered,  ordered  and  adjudged,  By  the  Railroad 
Commission  of  South  Carolina,  that  the  above  agreement  is 
confirmed,  ratified  and  approved  and  the  Southern  Bell  Tele- 
phone and  Telegraph  Company  is  hereby  authorized  to  charge 
the  schedule  of  rates  for  local  exchange  service  in  Dillon, 
S.  C,  as  and  upon  the  terms  and  conditions  therein  set  forth, 
reference  being  hereby  made  to  said  agreement  showing  said 
schedule  of  rates  and  terms  and  conditions  upon  which  they 
are  to  be  charged. 

This  agreement  is  confirmed  by  tlie  Railroad  Commission 
without  prejudice. 

Columbia,  S.  C,  July  31,  1913. 
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SOUTH  DAKOTA. 

Board  of  Railroad  Commissioners. 

In  re  Contract  between  Bakota  Central  Tblbphonb  Com- 
pany AND  NaNSEN   TeCEI'HONE  COMPANY. 

C(niiplaint  No.  1527. 

Dated  July  i,  igij. 

Joint  Agreement  in  Restraint  of  Competition  Illegal. 

Held:  That  covenants  to  refrain  from  competition,  contained  in  a  con- 
tract for  the  interchange  of  service  between  two  companies,  are  contrary 
to  public  policy  if  not  illegal,  and  it  is  a  grave  questioD  whether  any  con- 
tract prohibiting  competition  can  be  held  lawful  in  the  absence  of  a  statute 
authorizing    tlie   same.* 

Oi'INION   OF  Cyr.N'SEI.  FOR  THE   BOARn.f 

I  have  before  me  a  contract,  under  date  of  May  2,  1906,  be- 
tween the  Dakota  Central  Telephone  Company  and  the  Nan- 
sen  Telephone  Company  for  the  switching  of  messafjes  and 
telephone  service  between  the  two  companies  at  Howaitl, 
Winfred,  Carthage  and  OkVbani.  I  have  carefully  exam- 
ined this  eotttrffCt,  and  the  only  objectionable  features  con- 
tatned  therein  are  found  in  the  S(M:oiid  and  third  sections, 
which  read  as  follows : 

"Second,  The  party  of  the  first  pari  agrees  that  it  will  not,  during  the 
life  of  this  agreement  establish  or  maintain  rural  lines  that  will  parallel  or 
compete  with  the  rural  lines  now  established  by  the  par^  of  the  second 
part." 

"Third,  The  party  of  the  second  part  hereby  further  covenants  with  the 
party  of  the  first  part  that  it  will  not,  while  this  agreement  is  in  force, 
build,  maintain  or  operate  toll  lines  or  rural  lines  'or  connect  whb  any 
other  parties,  firms  or  companies  that  will  do  a  competing  business  (o  or 
parallel,  lines  belonging  to  the  party  of  the  first  part" 

'Editor's  headnote. 

tin  its  Pamphlet  No.  1,  issued  August  1,  1912,  the  Board  states  that  tbe 
opinions  of  its  Counsel  will  govern  in  the  various  subjects  to  wbicfa  they 
relate  unless  reconsidered  by  the  Board  or  reversed  by  court  procedure. — Ed. 

604 


In  re  Rates  op  Sivd  Parmebs'  Tel.  Co.  005 

These  provisions  are  contrary  to  public  policy  if  not  in 
violation  of  law.  It  is  a  grave  question  if  any  contract  pro- 
hibiting competitors  can  be  held  to  be  lawful  in  the  absence 
of  a  statute  authorizing  the  same. 


In  re  Bates  of  Savo  Fabmebs'  Telephone  Company. 

Complaint  No.  1535. 
Dated  July  g,  1913. 

Discriminatioii   between   Stockholders   and   Non-Stockholdera— BleMage 
Rate  to  Non'Subscribera. 

Held:  That  it  is  discriminatory  and  contrary  to  the  statute  to  charge  non- 
stockholders twenty-five  cents  per  month  for  service  furnished  to  stock- 
holders free  of  charge; 

That  the  same  rates  must  be  charged  to  stockholders  and  non-stockholders, 
but  that  it  is  permissible  to  distinguish  non- subscribers  from  subscribers 
by  charging  the  former  a  message  rate  for  the  temporary  service  rendered 
them.* 

Opinion  of  Counsel  foe  the  BoAE[>.t 

I  have  before  me  a  letter  of  June  24  from  Jacob  Peterson, 
Secretary  of  the  Savo  l''armers'  Telephone  Company,  enclos- 
ing schedule  of  rates  adopted  June  24,  1913,  copy  of  minutes 
of  their  meeting  with  the  EUendale-Savo  Telephone  Com- 
pany on  March  18,  1911,  and  rural  line  contract  with  Dakota 
Central  Telephone  Company  purporting  to  have  been  exe- 
cuted on  November  12,  1913,  and  desire  to  direct  your  at- 
tention to  the  first,  second,  fourth  an<l  tifth  paragraphs  con- 
tained in  the  schedule  of  rates  date<l  June  24,  1913.  The 
second  subdivision  of  the  schedule  of  rates  reads  as  follows: 

"Second.  Free:  Stockholder  subscribers  on  free  list  except  the  above 
exchange  fee  to  Dakota  Central  Telephone  Company;  there  are  38  stock- 
holder subscribers." 


'Editor's  headnote. 

tin  its  Pamphlet  No.  1,  issued  August  1,  1912,  the  Board  states  &at  the 
opinions  of  its  Counsel  will  govern  in  the  various  subjects  to  which  they 
relate  unless  reconsidered  by  the  Board  or  reversed  by  court  procedure,— Ed 
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You  will  notice  from  tbis  that  while  this  piMvisidu  Ik  not 
full  and  explicit,  it  appears  apon  ita  face  that  stockholders 
in  this  telephone  company  are  given  free  service. 

The  third  subdivision  provides; 

"Twenty-tive  cents  per  month  to  Savo  Farmers'  Telephone  Company  per 
private  subscriber   for  the  rent  of  our  line." 

It  would  appear  from  these  provisions  that  stockholders 
in  this  telephone  company  are  permitted  to  have  telephone 
service  free  of  charge,  while  the  rate  to  persons  who  are  not 
stockholders  is  twenty-five  cents  per  month.  If  ttiis  l>e  true, 
then  there  is  a  distinct  violation  of  tlie  provisions  in  the 
statute  and  a  discrimination  under  the  provisions  of  Section 
8.  The  rate  for  tlie  rental  for  telephone  instruments  and 
for  telephone  services  must  be  on  the  same  ba^is  to  all  enb- 
Bcribers,  whether  they  are  stockholders  of  the  company  or 
strangers  to  it,  and  under  the  law  this  telephone  company 
must  make  the  same  rates  for  its  stockholders  as  it  makes  for 
persons  who  are  not  stockholders,  except  that  where  a  per- 
son is  not  a  subscriber  to  the  telephone  company  and  does 
not  pay  any  telephone  rental  at  all,  it  is  permissible  for  it 
to  name  a  rate  which  will  lie  charged  for  such  temporary 
use  of  their  lines.     {Opinions ,  pages  6,  50,  65.) 

The  fourth  section  provides  a  five  cent  switching  fee  to 
operators  of  the  switch  at  Savo.  There  is  not  enough  infor- 
mation contained  in  this  subdivision  to  explain  the  appli- 
cation of  this  switch  fee  or  whether  the  switch  is  between 
two  different  lines  owned  l>y  this  same  company  or  is  a 
switch  between  the  Savo  Farmers'  Telephone  Company's 
lines  and  the  lines  of  the  Ellendale  Savo  Telephone  Company. 
I  therefore  recommend  that  a  more  specific  statement  of  the 
application  of  this  five  cent  switching  fee  be  made. 


5dbyG00gIC 
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In  re  Application  of  White  Telbphonb  Company  t-oH  Per- 
mission TO  Chabge  Certain  Rates. 

Complaint  No.  1536. 

Dated  July  %  1^13. 

Collection  Vte  for  Delayed  Payment. 

Held:  That  there  are  no  cases  upholding  a  provision  for  the  imposition 
of  a  collection  fee  when  rates  are  not  paid  in  advance  or  before  a  certain 
date.*    Such  a  provision  could  rot  be  sustained  under  the  statute. 

Discount  for  Pajrment  in  Advance. 
Held:    That  the  allowance  of  a  discount  of  ten  per  cent,   for  (he  pay- 
ment in  advance  of  the  annual  rental  is  unobjectionable  if  the  privilege  is 
extended  to  all  subscribers. 

Diicrimination  in  Extension  of  Credit  to  Rural  and  Exchange  Subacribers. 

Hetd:  That  the  extension  of  twenty  days'  credit  to  rural  subscribers  when 
only  ten  days  is  allowed  exchange  subscribers,  is  discriminatory  since  the 
only  question  involved  is  the  payment  of  rental. 

Termiiul  Fee  for  Long  Diatance  Measagea — Additional  Pee  for  Switch- 
ing Long  Diitance  Messages  to  Rnral  Lineo. 
Held:  That  inasmuch  as  the  statute  fixes  a  terminal  fee  of  five  cents 
for  all  toll  messages,  both  incoming  and  outgoing,  and  as  the  rural  linet 
and  the  local  exchange  should  be  considered  as  a  unit,  it  is  unlawful  to 
charge  a  "messenger  fee"  of  ten  cents  for  switching  incoming  long  distance 
messages  to  the  rural  lines  and  the  terminal  fee  on  all  toll  messages  must 
be  Hmited  to  five  cents  included  in  the  toll  charge,  until  otherwise  ordered 
by  the  Board.t 


•Cf.  In  the  Matter  of  the  Application  of  the  Piatteville,  Rewey  and 
Ellenboro  Telephone  Covipany,  decided  by  the  Wisconsin  Railroad  Com- 
mission October  4,  1912,  and  printed  in  Commission  Leaflet  No.  13,  at  page 
35;  Grenville  L.  Smith,  et  al.,  vs.  Casi  County  Home  Telephone  Company, 
decided  by  the  Michigan  Railroad  Commission  March  6,  1913,  and  printed 
in  Commission  Leaflet  No.  16,  at  page  44 ;  7h  the  Matter  of  the  Appliealion 
of  the  People's  Telephone  Company  for  Authority  to  Increase  Rcttes,  de- 
cided by  the  Wisconsin  Railroad  Commission  March  11,  1913,  and  printed 
in  Commission  Leaflet  No.  17,  at  page  744;  In  the  Matter  of  the  Application 
of  the  Grant  County  Telephone  Company  for  Authority  to  Increase  Rates, 
decided  by  the  Wisconsin  Railroad  Commission  June  12,  1913,  and  printed 
in  Commission  Leaflet  No.  19,  at  page  113;  In  the  Matter  of  the  Application 
of  The  Pacific  Telephone  and  Telegraph  Company  for  Permission  to  With- 
dravi  from  Certain  Territory  and  J.  H.  Evans  to  Construct,  Operate  an/I 
Maintain  a  Telephone  System  in  Said  Territory,  decided  by  the  California 
Railroad  Commission  June  6,  1913,  and  printed  in  Commission  Leaflet  Nu. 
20,  at  page  307;  Rate  Resolution  No.  9,  passed  by  the  Board  of  Public  Utili- 
ties of  the  City  of  Los  Angeles,  California,  May  16,  1913,  and  printed  in 
Commission  Leaflet  No.  20,  at  page  314. — Ed. 

tEditor's  beadnote.  ,  ,  , ,    ,„  ^  .,,,.3^.^ 
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Opinion  op  Counsel  t'OE  the  Boaed.* 

I  bare  before  me  tbe  application,  under  date  of  July  1, 
1913,  filed  on  July  8,  1913,  by  tbe  Wbite  Telepbone  Com- 
pany, for  permission  to  charge  teleplioiie  rates  therein  iiamed. 

The  second  subdivision  of  the  first  paragraph  of  this  ap- 
plication requests  permission  to  charge  a  collection  fee  of 
twenty-flve  cents  per  month  in  ease  subscribers  to  the  local 
exchange  do  not  pay  their  telephone  rental  on  or  before  the 
tenth  day  of  the  month,  and  rural  subscribers  do  not  pay 
on  or  before  the  twentieth  day  of  the  month. 

While  as  a  proposition  of  law  telephone  companies  have 
been  permitted  to  quote  a  rate  from  which  a  discount  will 
be  made  if  paid  by  a  certain  date  or  in  advance,  na  cases 
have  ever  been  upheld  where  a  rate  has  been  quoted  with  a 
provision  that  a  collection  fee  be  charjjed  if  the  rates  be 
not  paid  by  a  certain  date  or  in  advance.  I  do  not  think 
such  a  rate  can  be  sustained  under  the  statute,  and  rec- 
ommend its  disapproval. 

I  do  not  know  of  any  objection  to  that  portion  of  the  con- 
tract providing  for  a  10  per  cent,  discount  if  rent  be  paid 
annually  in  advance,  but  ail  subscribers  must  be  treated 
alike. 

I  desire  to  call  attention  to  the  fact  that  tbe  contract  con- 
templates a  discrimination  between  the  subscribers  of  tbe 
local  exchange  and  subscrilyers  of  rural  lines,  in  that  it  pro- 
poses to  give  ten  days  to  subscribers  of  the  local  exchange 
and  twenty  days  to  the  subscriliers  of  the  rural  lines  which 
means  an  extension  of  credit  in  one  instance  for  ten  days  and 
an  extension  of  credit  in  another  instance  of  twenty  days. 
Inasmuch  as  the  question  involved  is  only  one  of  payment  for 
telephone  rentals,  the  allowing  of  a  greater  line  of  credit  to 
the  rural  subscribers  than  to  the  subscribers  of  tbe  local 
exchange  would,  in  ray  opinion,  be  a  discrimination. 

Tbe  paragraph  marked  "Second",  in  this  contract,  con- 
templates the  charging  of  a  ten  cent  fee,  called  a  "messenger 

•In  its  Pamphlet  No.  1,  issued  August  1,  1912.  the  Board  states  that  the 
opinions  of  its  Counsel  will  govern  in  the  various  subjects  to  which  the; 
I  elate  unless  reconsidered  by  the  Board  or  reversed  by  court  procedure.— Ed. 
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fee",  for  long  distance  calls  received  and  to  be  sent  over  its 
rural  lines.  I  am  of  tlie  opinion  that  its  rural  lines  cun- 
□ected  with  its  local  exchange  are  a  part  of  the  exchange 
and  as  the  terminal  fee  is  fixed  by  the  statute,  I  recommend 
the  disapproval  of  this  provision  of  the  contract. 

There  is  a  proviso  at  the  end  of  Section  6  of  the  Act  as 
amended  by  Chapter  218  of  the  Session  Laws  of  1911  to 
the  effect  that  all  terminal  fees  for  incoming  and  outgoing 
toll  messages  shall  be  uniform,  and  a  maximum  charge  on 
each  incomiDg  or  outgoing  toll  message  shall  not  exceed  tive 
cents  for  any  message  originating  or  terminating  in  South 
Dakota  unless  otherwise  ordered  by  the  Board  of  Railroad 
Oommi^ioners.  Inasmuch  as  the  statute  fixes  tlie  terminal 
fee  of  five  cents  on  incoming  and  outgoing  toll  mes-sages,  and 
rural  lines  are  to  be  considered  as  a  unit  with  the  local  ex- 
change, the  terminal  fee  on  all  toll  messages  must  \*e  limited 
to  five  cents  included  within  the  toll  message  until  a  contrary 
order  lias  been  made  by  the  Board  of  Kailroad  Commissioners 
under  the  provisions  of  this  proviso  contained  in  Section  6  of 
the  Act 

As  to  the  practices  which  I  have  pointed  out  in  this  letter, 
I  recommend  that  this  schedule  of  rates  be  disapproved  and 
that  the  White  Telephone  Company  be  advised  of  that  fact, 
and  also  of  the  fact  that  if  they  desire,  a  hearing  may  be  had 
\ipon  the  matter  by  the  Board  at  their  pleasure. 


In  re  Contract  between  Hbookingr  County  TELErHONE 
Company  and  White  Telei-hone  Company, 

Complaint  No.   1537. 

Dated  July  p,  1913. 

Discrimination  in  Toll  Charges  between  Subscriben  and  Non- Subscribers 

— Preferential  Rate  Based  on  Volume  of  Business  Illegal — Rental 

Rate  Covering  Toll  Service. 

Held:  That  it  is  not  permissible  to  charge  subscribers  a  lower  rate  for 
toll  messages  because  of  the  volume  of  business  received  from  them,  and 
that  inasmuch  as  the  toil  service  performed   for  a  subscriber  is  identical 
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with  that  performed  for  a  non- subscriber  it  is  discriminatory  and  contr»ry 
to  the  statute  to  charge  non -subscribers  a  different  message  rate  from  that 
charged  subscribers; 
That  a  rental  rate  covering  toll  service  may  be  quoted  to  subscribers.* 

Opinion  of  <!ounhel  fob  the  BoABD.t 

I  have  before  me  tlie  vontrart  under  date  of  Juue  30,  1913, 
entered  into  by  the  Brookiiigw  County  Telephone  Company 
and  the  White  Telephone  Company,  whkh  reads  as  follows: 

(1)  "This  agreement  made  and  entered  into  this  thirtieth  day  of  June, 
1913,  by  and  between  the  Brookings  County  Telephone  Company,  party  of 
the  first  part,  and  the  White  Telephone  Company,  party  of  the  second  part, 

(2)  WITNESSETH,  That,  whereas  the  parlies  to  this  agreement  have  built 
and  constructed  a  telephone  line  extending  between  the  cities  of  Brookings 
and  White,  and  the  same  is  connected  at  the  City  of  White  with  the 
switchboards  of  said  White  Telephone  Company  and  said  line  is  connected 
at  the  City  of  Brookings  with  the  switchboards  of  the  municipal  telephone 
plant  of  the  City  of  Brookings, 

(3)  /(  is  hereby  agreed  by  and  between  the  parties  thereto.  That  said 
line  shall  be  used  exclusively  for  the  purpose  of  carrying  messages  between 
said  cities  of  Brookings  and  White,  and  no  telephone  shall  be  connected 
with  said  line  at  any  place  between  said  cities ; 

(4)  /(  ii  further  agreed.  That  telephone  subscribers  of  either  the  Brook- 
ings County  Telephone  Company,  the  White  Telephone  Company  or  of  the 
municipal  telephone  plant  of  the  City  of  Brookings,  may  talk  over  said 
telephone  line  between  said  cities  for  the  charge  of  fifteen  cents  for  a  three 
minute  or  less  conversation,  and  five  cents  additional  for  each  additional 
minute,  and  that  non-subscrihers  of  the  three  hereinbefore  named  tele- 
phone companies  shall  be  charged  the  regular  competitive  toll  rate  for 
talking  over  said  line ; 

(5)  /(  is  further  agreed,  That  long  distance  messages  received  over  the 
line  of  any  other  telephone  company  shall  not  be  sent  over  the  aforesaid 
telephone  line  belonging  to  the  parties  to  this  agreement  unless  the  regular 
long  distance  line  between  the  said  cities  of  Brookings  and  White  happens 
to  be  out  of  repair  and  cannot  be  used,  and  in  that  case,  the  regular  com- 
petitive tdl  rate  shall  be  charged  for  such  message." 

For  the  purpose  of  reference,  I  have  numltereil  the  para- 
graphs of  this  contract.  While  Parafjraph  2  of  the  contract 
leads  the  writer  to  believe  that  a  telephone  line  has  been 

•Editor's  headnote. 

tin  its  Pamphlet  No.  1,  issued  August  1,  1912.  the  Board  states  that  the 
opinions  of  its  Counsel  will  govern  in  the  various  subjects  to  which  they 
relate  unless  reconsidered  by  the  Board  or  reversed  by  court  procedure.— Ed. 
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coustmcted  jointly  by  the  White  Telephoue  Couipauy  and 
the  Brookings  Telephone  Company  from  Brookings  to  White, 
the  contract  does  not  disclose  what  parts  of  the  line  have 
been  constructed  by  the  resjiective  parties.  It  is  not  ab- 
solutely necessary  that  this  contract  should  disclose  lliis 
information,  but  for  the  information  of  the  Board  in  ruiiug 
on  rates  such  information  is  very  material,  and  the  Hoard 
should  be  advised  as  to  the  actual  facts  concerning  the  actual 
construction  of  the  lines,  what  portion  of  each  of  the  lines 
was  constructed  by  each  company,  or  whether  both  cora- 
pani^  equally  contributed  to  the  construction  of  the  entire 
line. 

From  the  third  paragraph  it  will  be  observed  that  tliis 
line  between  White  and  Brookings  is  to  be  used  as  a  toll 
line,  for  no  telephone  instruments  are  to  be  connected  there- 
with. 

Prom  Section  4  it  appears  that  the  line  is  to  be  used 
for  toll  purposes,  and  that  a  preferential  rate  is  attempted 
to  be  created  in  favor  of  subscribers  of  three  companies. 
The  telephone  subscribers  of  the  Brookings  County  Tele- 
phone Company  and  of  the  White  Telephone  Company  and 
of  the  telephone  system  of  the  City  of  Brookings  are  to  be 
permitted,  under  the  terms  of  this  paragraph,  to  talk  over 
this  line  on  a  basis  of  fifteen  cents  for  a  three-minute  con- 
versation, while  persons  who  are  not  subscribei-s  to  any  of 
these  three  companies  are  to  be  charged  a  regulgr  toll  rate, 
the  amount  of  which  is  not  named  in  the  st't-tiou.  I  liuvi;  no 
hesitation  whatever  in  holding  that  where  any  line  is  thrown 
open  to  toll  business  as  this  line  appears  to  t>e,  the  same  rate 
mast  be  charged  to  all  persons  patronizing  the  line  in  eitiier 
direction.  I  am  of  the  opinion  that  it  would  be  possible 
for  these  companies  to  quote  a  rate  to  subscribers  of  their 
respective  companies  in  connection  with  the  rental  of  their 
telephone  instrumente  which  would  cover  service  on  this 
line,  but  that  question  is  not  presented  by  this  contract.  In 
this  instance  the  companies  undoubtedly  proceeded  upon  the 
theory  that  the  subscribers  of  their  respective  lines,  Irecause 
of  the  volume  of  business  transacted  with  the  respective 
companies,  are  entitled  to  a  lower  rate,  but  us  a  proposition 
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of  law,  rates  may  not  be  quoted  on  the  basis  of  a  preferential 
rate  according  to  the  volume  of  buainess.  In  other  words, 
telephone  companies  ma;  not  make  a  lower  rate  to  sub- 
scribers or  to  any  patron  because  of  the  volume  of  business 
received  from  that  patron.  The  service  to  be  rendered  over 
this  line  to  a  subscriber  of  either  of  the  three  companies,  or 
to  a  person  who  is  not  a  subscriber  to  either  of  the  companies, 
is  the  same.  Identically  the  same  service  is  rendered,  and  the 
charge  must  be  the  same  if  the  companies  would  avoid  the 
charge  of  unlawful  discrimination  denounced  by  Section 
10  of  Chapter  189  of  the  Session  Laws  of  1911. 

Inasmuch  as  this  contract  is,  on  its  face,  unlawful,  I  rec- 
ommend its  disapproval. 


In  re  Contract  between  Canova  Telephone  Company  a  no 
Nansen  Telephone  Company. 

Complaint  No.  1527. 

Dated  July  lo,  ipij. 

Local  Exchange  and  Rural  Linea  as  Unit  of  Service — Terminal  Fee  for 

Long  Diatance  Hessagea— Additional  Fee  for  Switdiing  Incoming 

Long  Distance  Uesuges. 

Held:  That  a  local  exchange  and  the  rural  lines  connected  therewith, 
whether  owned  by  the  same  company  or  by  different  companies,  constitute 
a  single  unit  for  telephonic  service  and  the  payment  of  the  rental  rate  or 
switching  fee  entitles  a  patron  to  service  throughout  the  unit ; 

That  the  practice  of  making  a  charge  for  the  delivery  of  a  long  distance 
message  to  local  exchange  or  rural  patrons,  in  addition  to  the  terminal  fee 
of  five  cents  established  by  statute,  is  a  direct  violation  of  the  statute,  which 
contemplates  that  the  terminal  fee  shall  not  exceed  five  cents  and  sKall  be 
included  in  the  regular  toll  rate.* 

Opinion  op  Counsel  foe  the  noABD.t 

I  have  before  me  a  contract  under  date  of  March  27, 1909, 
between  the  Canova  Telephone  Company  and  the  Nausen 

♦Editor's  headnote. 

fin  its  Pamphlet  No.  I,  issued  August  1,  1912.  the  Board  sUtes  that  the 
opinions  of  its  Counsel  will  govern  in  the  various  subjects  to  which  they 
relate  unless  reconsidered  by  the  Board  or  reversed  by  court  procedure.— Ed. 
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Telephone  Company,  and  call  attention  to  the  following 
proTision  contained  in  the  first  section  thereof.  Commenc- 
ing after  the  word  "connects"  in  the  eleventh  line  from  the 
bottom  of  page  one  of  said  contract,  and  ending  with  the 
word  "payment"  on  the  ninth  line  from  the  bottom  of  the 
same  page,  we  find  the  following : 

"Said  payment  to  be  made  December  IS  for  the  year  ending  the  foilow- 
ing  March  I  and  any  new  business  of  the  preceding  year  originating  after 
the  December  payment." 

This  phrase  is  wholly  and  absolutely  ambignous  and  we 
confess  onr  inability  to  understand  what  is  meant  by  it.  A 
forced  construction  of  the  language  used  might  mean  thai 
on  December  1, 1912,  the  company  should  make  a  settlemcn 
for  the  year  ending  March  1,  1913,  which  is  a  physical  im- 
possibility.  This,  however,  does  not  enter  into  any  cod' 
sideration  affecting  the  regulation,  but  merely  the  settle- 
ment between  the  companies,  and  I  am  merely  calling  at- 
teDtion  to  it  that  the  ambiguity  may  be  straightened  oui 
before  it  results  in  a  disagreement.  Following  this  provi 
sion  is  a  sentence  which  reads  as  follows : 

"The  Canova  Telephone  Company  is  to  collect  a  message  fee  of  twenty 
cent!  per  message  for  all  messages  going  out  on  the  Nansen  Telephone 
Company's  lines,  except  when  sent  by  subscribers  of  the  Nansen  or  Canova 
companies  or  other  rural  lines  with  which  the  Nansen  Company  may  make 
a  free  exchange,  and  pay  same  to  the  Nansen  Telephone  Company  Decem- 
ber IS  each  year." 

An  examination  of  this  sentence  at  once  discloses  the  in- 
tention to  charge  a  terminal  fee  of  twenty  cents  in  addition 
to  the  five  cent  terminal  fee  included  within  the  toll  rate  for 
the  delivery  of  a  toll  message  to  a  subscriber  on  the  roral 
lines  of  the  Nansen  Telephone  Company. 

Up  to  tJiis  time  I  have  been  of  the  impression  that  where 
rural  telephone  lines  are  connected  with  a  telephone  ex- 
change, all  telephone  lines  connected  with  the  exchange,  in- 
cluding the  exchange  subscribers,  constitute  one  unit  of 
telephone  service ;  that  when  a  rural  telephone  line  connects 
with  a  local  exchange  to  which  there  are  subscribers,  and 
also  other  mral  line  connections,  some  owned  and  operated 
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by  the  loAl  exchange  and  some  hy  individual  vi>mpaiii(v< 
luwfng  a  switching  connection,  all  subBcribers  connected  with 
the  local  exchange  are  entitled  to  talk  to  all  other  subscrib- 
ers connected  with  the  same  exchange  on  the  basis  of  the 
rental  rate  paid  for  the  use  of  their  telephone  iiistruniciitK 
and  service  and  the  twenty-flve  cent  switcliing  fee  fixed  by 
the  statute. 

A  recent  investigation  has  disclosed  the  fact  that  in  many 
instances  where  a  toll  message  was  received  at  the  local  ex- 
change for  a  subscriber  of  the  local  exchange,  or  of  a  rural 
line  owned  and  operated  by  the  local  exchange,  or  of  a  rural 
line  having  switching  connection  with  the  local  escliange. 
a  practice  has  grown  up  of  charging  in  addition  to  the  ter- 
minal fee  of  five  cents,  made  a  part  of  the  toil  rate,  an  addi- 
tional fee  of  fifteen  cents  in  some  instances,  twenty  centM  in 
others,  and  twenty-flve  cents  in  still  otliers,  for  the  u«e  of 
the  lines  of  the  local  exchange  or  of  its  rural  lines,  or  of 
its  connecting  rural  lines  for  the  delivery  of  the  mesHiige. 
In  some  instances  the  local  exchange  has  pocketed  the  addi- 
tional fee,  even  though  the  message  was  for  a  aubscrilier  to 
rural  lines  having  switching  connection  with  it.  Section  6 
of  Chapter  289  of  the  1909  Session  Laws  as  amended  by  Chap- 
ter 218  of  the  1911  Session  Laws  contains  the  following 
proviso :  ' 

"Every  telephone  company  doing  business  in  this  State  shall  lile  with  said 
Board  of  Railroad  Commissioners  schedules  or  tariffs  showing  all  rates  and 
charges  for  the  rent  of  any  line  or  instrument  and  for  the  transmission  of 
messages  and  any  service  in  connection  therewith  between  all  points  in  this 
State  upon  its  line  or  any  line  controlled  or  operated  by  it,  and  all  rules 
and  regulations  that  in  any  manner  affect  such  rates  or  charges;  and  there- 
after every  telephone  company  shall  File  with  said  Board  of  Railroad  Com- 
missioners a  copy  of  all  proposed  changes  in  any  schedule  of  rales  or 
charges,  at  least  thirty  days  before  the  same  shall  take  effect.  Copies  of 
all  existing  schedules  shall  be  posted  in  every  station  or  exchange  of  such 
telephone  company  within  this  State,  and  thereafter  printed  copies  of  all 
new  schedules  shall  be  likewise  posted  in  every  station  of  such  telephMie 
company  within  this  State,  thirty  days  prior  to  time  the  same  shall  take 
effect,  and  shall  he  accessible  for  public  inspection.  No  rate  or  charge  for 
the  transmission  of  any  message  or  for  any  other  service  in  connection 
with  any  telephone  line  or  exchange  shall  be  increased  without  the  written 
consent  of  the  Board  of  Railroad  Commissioners  entered  in  the  journal 
of  its  proceedings.  Provided,  That  all  terminal  fees  for  incoming  or  out- 
going toll  messages  shall  be  uniform  and  the  maximum  charge  on  each  incom- 
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ing  or  oulgoing  toll  message  shall  not  exceed  tive  cents  for  any  message 
originating  or  terminating  in  South  Dakota,  unless  otherwise  ordered  by 
the  Board  of  Railroad  Commissioners." 

The  legislature  endentlj-  contemplated  that  there  should 
be  included  within  the  tuU  charge  or  rate  a  termiual  fee  of 
Ave  cents  on  all  incomiug  or  outgoing  toll  messages.  For 
instance,  if  the  rate  from  Huron  to  Canova  was  thirty  cents 
and  the  Huron  and  Canova  exclianges  were  operated  by  com- 
panies independent  of  the  toll  line  for  mesBages  between 
those  exchanges,  the  companies  operating  the  local  exchanges 
would  be  entitled  to  the  terminal  fee  of  five  cents  each,  and 
the  toll  line  to  the  balance  of  the  fee,  or  twenty  cents.  If, 
howeyer,  the  twenty  cent  fee  is  to  be  collected  by  the  Canova. 
Telephone  Company  on  toll  messages  ending  on  the  rural 
lines  of  the  Nansen  Telephone  Company,  then  the  toll  rate 
must  be  fifty  cents,  to  be  divided  as  follows :  five  cents  each 
to  each  of  the  exchanges,  twenty  cents  to  the  toll  line,  and 
twenty  cents  to  the  Nansen  Telephone  Company.  It  is  my 
opinion  at  this  time  that  this  charge  of  twenty  cents  for  the 
delivery  of  this  message  on  the  lines  of  the  Nansen  Telephone 
Company  is  a  direct  violation  of  the  statute  and  should  not 
be  permitted. 

I  recommend  that  the  Nansen  Telephone  Company  and  the 
Canova  Telephone  Company  be  advised  that  the  collection  of 
this  twenty  cent  fee  for  the  delivery  of  toll  messages  on 
the  rural  lines  of  the  Nansen  Telephone  Company  constitutes 
a  direct  violation  of  law,  but  that  if  either  company  desires, 
they  will  be  afforded  a  hearing  before  the  Commission  on 
this  feature  of  their  contract. 
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In  re  Toll  Rates  of  Rbllb  Foitrche  and  Noethbrn  Tele- 
phone COMl'ANY. 

Complaint  No.  1528. 

Dated  July  ii,  1913. 

DUcrimination  in  Toll  Cbarge*  between  SnbacriberB  and  Noa-SubKiibera. 

Held:  That  inasmuch  as  the  toll  service  performed  for  a  subscriber  is 
identical  with  that  performed  for  a  n on- subscriber,  it  is  discriminatorr  and 
contrary  to  the  statute  to  chaise  non-subscribers  a  different  message  rate 
from  that  charged  subscribers; 

That  a  rental  rate  covering  toll  service  might  be  quoted  to  subscribers.* 

Opinion  op  Counsel  fob  tub  B0ABD.t 

Your  letter  of  the  twentj-Beventli  ultimo,  addressed  to  tiie 
Board  of  Railroad  Commissioners,  was  referred  tu  me  yester- 
day. In  it  you  inquire  concerning  a  rate  whicli  has  been 
established  for  toll  line  service  at  Misland  and  Xewell,  South 
Dakota.  You  say  your  toil  line  rate  to  these  stations  is  as 
follows :  AH  subscribers  of  your  company  are  permitted  to 
talk  to  any  point  in  Hntte  County  for  a  toll  fee  of  ten  cents, 
while  persons  who  are  not  subscribers  are  charged  a  toll  rate 
on  the  basis  of  one  cent  per  mile  for  the  air-line  distance 
between  points  of  origin  and  destination. 

Section  10  of  the  telephone  law  prohibits  unjust  dis- 
crimination, either  between  telephone  companies  or  patrons, 
for  the  same  class  of  service.  The  toll  service  performed  by 
your  company  for  a  subscriber  is  identically  the  same  as  the 
toll  service  j»erformed  for  a  person  who  is  not  a  subscriber, 
and  consequently  the  same  rates  must  be  charged  to  each. 

It  might  be  competent  for  your  company  to  quote  a  rate 
for  the  rental  of  telephone  instruments  which  would  entitle 
your  patrons  to  talk  to  any  point  on  your  linefl  within  Butte 
County,  but  when  it  comes  b)  making  a  different  rate  for 

^Editor's  headnote. 

fin  its  Pamphlet  No.  1,  issued  August  1,  1912,  the  Board  sUtes  that  the 
opinions  of  its  Counsel  will  govern  in  the  various  subjects  to  which  they 
relate  unless  reconsidered  by  the  Board  or  reversed  by  court  procedure. — £d. 
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aubscribers  than  for  persims  who  are  not  subscribers,  on  your 
toll  business,  it  is  a  discrimination  and  prohibited  by  the 
statute.* 


In  re  Rules  of  Gasbelt  Telephone  Company. 

Complaint  No.  1552. 

Rule  Requiring  Subacribcre  to  CoMtrnct  Lines  and  Furnish  Equipment — 
Discrimination  between  Stockliolders  and  Non- Stockholders. 

Held:  That  any  regulation  of  a  telephoue  company  requiring  its  siA- 
scribers  to  furnish  their  own  equipment  violates  the  letter  and  spirit  of 

the  statute; 

That  such  a  requirement  creates  an  unjust  discrimination  against  non- 
stockholders in  favor  of  stockholders  who  have  furnished  equipment  and 
received  stock  therefor,  since  the  stockholder  thereby  receives  a  return 
upon  his  investment,  in  equipment,  whereas  the  non-stockholder  is  left  with 
useless  equipment  on  his  hands  whenever  he  discontinues  his  subscription; 

That  a  stockholder  in  a  public  service  corporation  is  not  entitled  to  any 
preferential  rate,  rule,  regulation  or  practice,  as  distinguished  from  otitct 
members  of  the  public  served;  stockholders  must  look  to  the  dividends 
declared  upon  their  stock  for  a  return  upon  their  investment.t 

Opinion  of  Counsbl  fob  thb  Boa£d4 

I  have  before  me  a  rule  or  regulation  filed  by  the  Gasbelt 
Telephone  Company  on  July  8,  through  its  Secretary,  Mr.  H. 
A.  McGanuon,  to  be  incorporated  into  and  made  a  part  of  ita 
schedule  of  rates  now  on  file  in  your  ofilce.  The  provision 
In  question  reads  as  follows : 

"That  n on- stockholders  be  required  to  furnish  their  'phone  instruments 
which  may  be  purchased  from  this  company  at  cost  and  same  may  be  re- 
turned  to  the  company  at  cost  if  in  good  condition  when  the  owner  ceases 
to  be  a  subscriber,  but  non-stockholders  shall  build  or  cause  to  be  built  and 

*Opinion  contained  in  a  letter  of  the  Counsel  for  the  Board,  dated  July 
11,  1913,  and  addressed  to  E.  C.  Rich,  Secretary  of  the  Belle  Fourche  and 
Northern  Telephone  Company.— Ed. 
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opinions  of  its  Counsel  will  govern  in  the  various  subjects  to  which  they 
relate  unless  reconsidered  by  the  Board  or  reversed  by  court  procedure. — Ed. 


618     South  Dakota  Boabu  op  R.  K.  Commissionbes. 

kept  in  repair  all  lines  required  to  connect  to  company's  lines,  and  lines  shall 
be  built  with  poles  not  less  than  eighteen  feet  in  length  and  not  more  than 
twenty  rods  apart;  wires  to  be  twelve  K^uge  B.  It.  galvanized  iron  and  tied 
to  glass  insulators." 

Id  order  to  obtain  an  uuderstaiidiug  of  tlie  motives  whicli 
actuated  the  tiasbelt  TelepUoue  Couipauy  to  mek  to  incor- 
porate this  proTlsloii  iu  iti^  »cliedule  uf  rutes,  I  have  exaiuiued 
all  of  the  tiles  in  Case  No.  12U9,  In  the  Matter  of  the  Appli- 
cation of  the  Qasbelt  Telephone  Company  of  Okohoju  for  Per- 
mission to  Charge  Vertaiit  Telephone  Toll  Hates,  inciuding 
tbe  correspondeuce  from  tlie  Hecretar;  of  tlie  company  aud 
the  transcript  of  the  testimony  taken  at  the  hearing  before 
the  Board  at  its  office  in  this  city  on  December  27,  1912. 
Formerly  the  Gasbelt  Telephone  Company  was  charging  its 
stockholders  a  telephone  rental  rate  of  |1.2j  per  month,  ami 
upon  being  advised  by  you  that  this  coiistituted  a  discrimina- 
tion, it  has  fixed  a  flat  telephone  rental  rate  of  tl.7,'>  per 
mouth  to  be  paid  by  stockholders  and  those  who  are  not  stock- 
holders as  well.  There  evidently  rests  iu  the  minds  of  the 
stockholders  of  this  company  the  impression  that,  because 
of  their  proprietary  interest  in  the  company,  some  advantage 
should  be  conferred  upon  the  stockholders  as  ugainst  those 
who  are  not  stockholders,  and  (consequently  they  seek  to  in- 
corporate into  their  schedule  of  rates  a  provision  requiring 
persons  who  are  not  stockholders  to  furnish  all  of  their  tele- 
phone instruments  aud  the  lines  uecessary  to  connect  with 
the  telephone  company's  lines,  including  poles,  wires  and 
insulators  therefor.  In  other  words,  the  Gasbelt  Telephone 
Company  wishes  to  enforce  a  rule  compelling  every  sub- 
scriber to  build  the  line  from  his  residence  op  place  of  busi- 
ness to  the  point  of  connection  witli  its  regular  main  lines, 
and  not  only  to  do  the  construction  work  but  to  furnish  the 
poles,  wires,  insulators,  telephone  instruments  and  other  ma- 
terial necessary  for  their  purpose,  and  makes,  in  its  regula- 
tion, a  tentative  offer  to  repurchase  the  telephone  instru- 
ments at  cost  if  they  are  in  good  condition  when  the  owner 
ceases  to  be  a  subscriber.  Nothing  of  this  kind,  however, 
appears  as  to  the  telephone  line,  inclnding  the  poles,  wires, 
insulators  and  otfier  material  used  in  the  construction  of  the 
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subscriber's  line  for  the  purpose  of  connecting  witli  Hie  miiiii 
line  of  the  teleplione  company. 

For  the  purposo  of  illustration,  let  it  be  assumed  that 
some  farmer  situated  about  a  mile  distant  from  tlie  main 
lines  of  the  Gaabelt  Telephone  Company  became  a  subscriber 
thereto.  Under  this  regulation  he  would  he  required  to  fur- 
nish his  own  telephone  in»trumeut  and  to  build  a  mile  of 
line.  If  it  be  furtlier  assumed  that  this  sub»criber  main- 
tains his  connection  with  tlie  company  for  a  period  of  six 
years  and  then  wishes'  to  discontinue  his  subecriptiou,  the 
company,  under  the  foregoing  regulation,  may  or  may  not 
take  back  the  telephone  instrument  at  cost  as  it  sees  fit.  If 
the  telephone  instrument  is  in  good  condition,  tbey  migiit 
take  it  back,  but  they  are  the  judges  as  to  whether  the  tele- 
phone instrument  is  in  such  good  condition  that  they  would 
be  willing  to  take  it  back  at  cost  to  the  subscriber.  If  tliey 
refuse  to  take  it  back,  the  subscribei*  would  t>e  left  with  a 
telephone  instrument  and  a  mile  of  telephone  line  ou  liis 
hands,  and  will,  during  his  entire  six  years  as  a  subscriber, 
have  paid  fl.75  per  month  telephone  rental,  or  the  same 
amount  as  is  paid  by  every  other  subscriber,  including  the 
stockholders.  There  is  no  provision  to  the  effect  that  the 
company  would  take  back  or  purchase  bis  mile  of  telephone 
line  at  cost,  so  that  in  any  event  he  would  have  a  telephone 
line,  including  eighteen  foot  telephone  poles  set  at  not  a 
greater  distance  than  twenty  rods  apart,  and  his  twelve 
gauge  B.  B.  galvanized  iron  wire  used  in  the  construction 
of  the  line,  for  it  could  not  be  contended  by  the  telephone 
company  after  the  subscriber  had  constructed  this  line,  that 
it  would  be  owned  by  the  telephone  company.  In  any  event, 
under  this  regulation  a  person  who  is  not  a  subscriber  would 
have  a  mile  of  telephone  line  on  his  hands  at  the  time  of 
discontinuing  his  term  of  subscription,  providing  he  was 
not  a  stockholder  of  the  company,  and  in  addition  to  having 
this  mile  of  line,  might  be  compelled  to  also  keep  bis  tele- 
phone instrument.  If  he  were  a  stockliolder  in  the  company, 
however,  this  condition  would  not  exist,  as  the  provision 
relates  only  to  persons  who  are  not  stockholders.  Any  per- 
son who  is  a  stockholder  in  the  company  may  discontinue 
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the  renting  of  a  telephone  instrument  and  look  for  his  returu 
upon  his  investment  to  the  dividends  paid  b^  the  company. 
In  any  event,  a  Btockholder  in  anj  public  service  corpora- 
tion is  not  entitled  to  a  preferential  rate,  rule,  regulation 
or  practice.  He  mast  be  put  upon  the  same  footing  as  the 
public — as  those  who  are  not  stockholders — and  most  look 
to  the  dividends  declared  upon  the  capital  stock  of  the  com- 
pany for  his  return  upon  the  investment. 

If  telephone  companies  are  to  be  permitted  to  require 
subscribers  to  build  their  own  telephone  lines  and  to  furnish 
their  own  telephone  instruments,  what  is  there  to  prevent 
a  railway  company  from  requiring  its  patrons  to  build  their 
own  tracks  and  furnish  their  own  cars  for  the  shipment  of 
their  commodities.  Tbey  are  botli  public  service  corpora- 
tions, and  the  same  rule  must  be  applied  to  each.  Any  pro- 
vision or  regulation  bj  any  telephone  company  requiring 
its  subscribers  to  furnish  their  own  equipment  is  in  viola- 
tion of  the  letter  and  spiiit-of-the  tfelepbone  law,  and  the 
Boort  ■  ■  of-Rairrbad  Commissi'oners  should  issue  a  general 
order  requiring  the  discontinuance  of  this  practice  that  any- 
wliere  exists  in  this  State.  Not  only  is  this  true  as  to  the 
foregoing  regulation  sought  to  be  made  effective  by  the  Gas- 
belt  Telephone  Company,  but  as  will  be  seen  from  the  fore- 
going illustration  and  an  examination  of  their  rate  schedule 
a  discrimination  is  created  by  this  regulation  iu  favor  of 
stockholders  and  against  persons  wbo  are  not  stockholders 
which  is  unlawful  and  unjust. 


In  re  Rule  of  NBBR.\aKA  Telephone  Company  Requiring 
Payment  op  Rentai^  in  Apvan^'e. 

Complaint  No.  1511. 

Dated  July  26,  1913. 

Payment  of  Rentals  in  Advance. 

Held:  That  the  right  of  a  common  carrier  to  require  payment  of  its 
rentals  in  advance  of  the  performance  of  the  service  has  been  quite 
unanimously  sustained  and  the  same  rule  of  law  applies  to  telephone  com- 
panies as  to  other  common  carriers,  and  applies   to  all   kinds  of   telephone 
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That  there  is  no  statute  in  this  State  prohibiting  the  practice  in  question, 
which  is  commonly  supported  on  the  ground  that  it  reduces  the  cost  of 
operation  by  dispensing  with  the  services  of  a  collector,  and  protects  the 
company  against  losses  from  bad  accounts,  which  must  otherwise  be  borne 
by  those  subscribers  who  pay  for  their  service.* 

Opinion  of  Counsel  fob  the  BOABD.t 

I  have  before  me  the  correspondeiice  which  passed  between 
Hon.  H,  L.  Howard,  Mayor  of  the  City  of  Lead,  and  your- 
self concerning  the  requirement  of  the  Nebraska  Telephone 
Company  that  telephone  rentals  be  paid  in  advance.  I  un- 
derotand  the  situation  to  be  that  the  commission  requires 
an  opinion  as  to  whether  a  telephone  company  may  require 
the  payment  of  its  telephone  rates  in  advance,  or  whether 
the  rates  are  due  at  the  end  of  the  month  after  the  service 
has  been  rendered. 

The  same  rule  of  law  applies  to  a  telephone  company  as 
applies  to  any  other  common  carrier,  and  the  same  rule  ap- 
plies to  all  of  the  telephone  rates,  whether  they  be  for  trans- 
mission of  a  telephone  service  or  a  switching  fee  or  the 
rental  of  a  telephone  instrument,  and  the  right  of  a  common 
carrier  to  require  the  payment  of  Its  rates  in  advance  for 
the  transportation  of  property  or  intelligence  has  been  quite 
unanimously  sustained.  In  fact,  many  of  the  courts  and 
commissions  have  sustained  the  right  of  a  telephone  com- 
pany to  quote  a  rate  providing  for  a  discount  in  cents  or  on 
a  percentage  basis  if  the  amount  is  paid  on  or  before  a 
certain  day,  usually  the  tenth  day  of  the  month. 

I  have  examined  this  question  quite  carefully  on  former 
occasions,  and  you  will  bear  in  mind  that  Mr.  Commissioner 
Kice,  while  on  the  Board,  filed  an  exhaustive  opinion^  cover- 
ing this  same  subject.  There  is  no  statute  of  this  State 
prohibiting  such  practices,  and  there  can  be  no  question  but 
that  a  telephone  company  may  require  the  payment  of  its 

'Editor's  headnote. 

fin  its  Pamphlet  No.  1,  issued  August  1,  1912,  the  Board  states  that  the 
opinions  of  its  Counsel  will  govern  in  the  various  subjects  to  which  they 
relate  unless  reconsidered  by  the  Board  or  reversed  by  court  procedure. — Ed. 

tF.  J.  Maw,  et  al,  vs.  Grant  County  TeUphon*  Company,  dated  October  1, 
1912,  printed  in  Commission  Leaflet  No,  12,  at  page  34.— Ed. 
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telephone  rentals  in  advance.  Tlie  practice  differs  in  differ- 
ent states.  Some  telephone  companies  collect  tlieir  rentals 
quarterly  in  advance,  while  others  collect  them  monthly  in 
advance,  and  the  reason  uniformly  given  is  that  it  protects 
the  company  as  against  bad  accounts  and  reduces  the  cost 
of  operation,  in  that  it  practically  dispenses  with  Hie  services 
of  a  collector,  and  that  where  accounts  are  lost  the  rates 
charged  to  sulwcribers  who  pay  must  take  care  of  the  lost 
accounts  in  order  that  the  company  may  earn  a  sufBcient 
return  uj>on  the  value  of  the  pi'0])erty  engaged  in  perform- 
ing the  service. 


In  the  Mattbe  of  the  Api'lication  of  the  Dakota  Cen- 
TEAL  Telephone  Company  to  Establish  and  Charge 
Certain  Long  Distance  Automatic  Telephone  Rental 
Rates  at  the  City  of  Mitchell,  Davison  County, 
South  Dakota,  in  Kxcess  of  the  Rates  Now  Es- 
tablished and  Chae«b]»  in  Connection  with  Its  Tele- 
phone Exchange  and  System  at  that  Point. 

Complaint  No.  1450. 
Decided  /lugusl  i,  igij. 

Increase  in  Long  Distance  Automatic  Telephone  Rental  Rates. 

This  was  an  application  by  the  Dakota  Central  Telephone  Company  for 
authority  to  increase  certain  long  distance  automatic  telephone  rental  rates 
in  the  City  of  Mitchell. 

Jurisdiction  of  the   Board   over  Franchise   Rights — ^Jurisdiction   to   Fix 
Rates. 

The  City  of  Mitchell  objected  to  the  jurisdiction  of  the  Board  in  this 

Held:  That  the  Board  has  no  jurisdiction  to  deterniine  whether  or  not 
the  applicant  has  a   franchise  empowering   it  to  operate  in   the   City  of 

Mitchell,  jurisdiction  over  such  questions  having  been  vested  in  the  courts; 
Held:  That  inasmuch  as  the  telephone  system  is  not  owned  by  the  city, 
iurisdicCion  to  lix  the  rates  to  be  charj^ed  for  telephonic  service  is  conferred 
upon  the  Board  by  Chapter  289  of  the  Session  Laws  of  1909  a 
by  Chapter  218  of  the  Session  Laws  of  1911. 
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Valuation  of  Property — Overhead  Allowance! — ^Working  Capital — Preaent 
Value. 

The  valuation  fixed  upon  the  applicant's  system  by  the  Board  as  the 
result  of  its  personal  examination,  a  check  against  invoices,  the  use  of 
unit  prices  and  a  comparison  with  the  company's  valuation,  was  $105,240.92 
as  against  the  company's  valuation  of  5117,097.22.  The  Board  refused  to 
make  any  allowances  for  working  capital  or  for  interest  and  insurance  dur- 
ing construction,  engineering  and  supervision,  incidentals  and  contingencies, 
because  of  the  company's  failure  to  support  its  claims  therefor.  For  the 
reason  that  the  plant  was  practically  new,  no  deduction  from  the  cost  of 
construction  was  made  for  accrued  depreciation. 

Provision  Eor  Future  Development. 

With  respect  to  the  company's  provision  for  future  demands,  it  was 
Held:    That  it  was  entirely  proper  for  the  company  to  anticipate  future 

development  by  the  installation  of  a  plant  exceeding  that  needed  to  supply 

the  immediate  requirements  of  the  city. 

Depreciation  and  Haintenance — Rate  of  Depreciation — Rate  oE  Return. 

In  discussing  the  question  of  depreciation,  the  Board  distinguished  be- 
tween maintenance  and  depreciation,  defining  depreciation  as  "a  replacement 
account  to  be  used  for  the  purpose  of  replacing  those  portions  of  the 
plant  or  equipment  which,  by  reason  of  age,  use,  obsolescence,  improve- 
ment of  the  art  and  similar  causes,  must  be  renewed,"  and  maintenance  as 
pertaining  to  "the  upkeep  and  current  repair  of  the  plant  and  its  equipment." 
The  Board  used  varying  rates  of  depreciation  for  the  different  items  com- 
prised in  the  plant,  allowing  no  depreciation  on  real  estate  or  plant  supplies. 
and  adopted  a  rate  of  6  per  cent,  on  the  valuation  exclusive  of  real  estate 
and  plant  supplies,  as  the  allowance  to  be  made  in  determining  the  reason- 
ableness of  rates.  The  rate  of  return  allowed  was  7  per  cent.,  computed 
on  the  total  valuation.  In  estimating  the  probable  earning  capacity  under 
the  rates  proposed,  the  Board  found  that  even  when  a  high  estimate  as  to 
the  volume  of  business  was  adopted  and  the  items  of  operating  expense 
were  carefully  scrutinized,  the  probable  net  return  would  fall  short  of  7 
per  cent,  on  ttie  total  valuation. 

Held:    That  the  proposed  rates  should  be  put  into  effect. 

System  of  Local  Accounts. 

Held:  That,  in  order  to  determine  the  effect  of  the  new  rates,  the  ap- 
plicant should  keep  separate  accounts  in  connection  with  its  plant  at  Milchell. 
but  in  such  manner  as  not  to  interfere  in  any  respect  with  the  accounting 
system  prescribed  by  the  Interstate  Commerce  Commission. 

Order. 

An  order  was  made  authorizing  the  proposed  rates  and  requiring  the  ap- 
plicant to  keep  separate  accounts  for  its  exchange  at  Mitchell.* 

'Editor's  headnote. 
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Opinion. 

MuBPHY,  Vommiaaioner: 

On  March  22,  1913,  tlie  Dakota  Central  Telephone  Com- 
pany (hereinafter  designated  as  "the  applicant")  filed  in 
the  office  (it  the  Board  of  Railroad  Commissioners  of  the 
State  of  Sontb  Dakota  a  proposed  schedule  of  rates  in  words 
and  figures  as  follows,  to- wit: 

Long  Distance  Automatic  Telepbohe  Rentals. 

Main  line  business  rate $3J5  per  month 

Main  line  residence  rate 2.25  per  month 

Four-party  residence  rate 1.75  per  month 

Catling  and  talking  extensions 1.00  per  month 

Talking  extenaiona 50  per  month 

Private  branch  exchange : 

For  each  main  line  trunk 3.00  per  month 

For  each   station   connected  to  the  private 
branch   exchange SO  per  month 

A  discount  of  twenty-five  cents  per  month  to  be  made  on  all  rentals  paid 
at  our  office  in  the  City  of  Mitchell  on  or  before  the  tenth  of  the  month 
for  the  current  month's  rental,  except  extension  telephones  and  private 
branch  exchanges,  which  will  be  net. 

On  the  twenty-seventh  day  of  March,  1913,  an  order  was 
made  by  this  commission  requiring  the  applicant  to  file, 
within  eighteen  days,  a  full,  complete  and  detailed  inventory 
of  it«  plant  at  Mitchell,  as  well  as  a  statement  of  the  earn- 
ings and  operating  expenses  for  the  years  1910,  1911  and 
1912.  The  information  called  for  in  this  order  was  filed 
by  tbe  applicant  in  the  office  of  the  commission  on  April 
24,  1913,  and  upon  that  date  an  order  was  made  by  the  com- 
mission to  enter  upon  an  investigation  of  the  proposed 
rates  and  suspending  the  same  for  a  period  of  120  days  for 
the  purpose  of  making  such  investigation.  Subsequently  the 
writer  of  this  opinion  and  the  Secretary  of  this  commission, 
having  in  their  possession  the  information  called  for  in  the 
order  of  March  27,  made  a  personal,  detailed  and  exhaustive 
examination  of  the  plant  of  the  applicant  as  then  con- 
structed and  in  operation  at  Mitchell,  and  afterwards  made 
a  personal,  detailed  ami  exhaustive  examination  of  the 
books  of  the  applicant  at  its  office  in  Aberdeen  insofar  as 


Appl.  of  Dakota  Cbntkal  Telephone  Co.         625 

the  Mitchell  telephone  plant,  its  cost  and  earohiga  and  oper- 
ating expenses  were  concerned.  On  July  3,  1913,  an  order 
was  made  calling  a  public  hearing  to  be  held  at  the  officf 
of  the  commission  on  the  twenty-second  day  of  July,  1913, 
at  2  o'clock  in  the  afternoon,  and  notice  of  such  hearing 
was  duly  served  upon  the  applicant  and  copies  mailed  to  the 
proper  authorities  of  tfhe  City  of  Mitchell.  At  the  time  of 
the  hearing  the  applicant  appeared  by  Thomas  H.  Null  of 
Huron,  its  attorney,  as  well  as  by  J.  L.  W.  Zietlow,  its  Pres- 
ident, and  W.  C.  Bickelhaupt,  its  Secretary.  No  general  ap- 
pearances were  made  on  behalf  of  the  City  of  Mitchell,  but  a 
special  appearance  was  filed  by  the  Mayor  and  City  Attor 
ney  of  the  City  of  Mitchell  objecting  to  the  jurisdiction  of 
this  commission  upon  the  following  grounds: 

"FasT,  That  the  applicant,  the  Dakota  Central  Telephone  Company,  has  do 
franchise  to  maintain  and  operate  a  local  telephone  exchange  within  the 
corporate  limits  of  the  City  of  Mitchell,  South  Dakota,  and  that  their 
franchise  to  so  maintain  and  operate  a  local  telephone  exchange  in  said  Git; 
of  Mitchell  expired  by  express  limitation  in  said  franchise  on  the  eleventh 
day  of  May,  1913,  and  the  same  has  not  been  renewed  or  extended,  and  no 
new  franchise  has  been  granted  to  said  company  by  the  municipal  authorities 
of  said  Qty  of  Mitchell,  South  Dakota, 

"Second,  That  under  and  by  virtue  of  the  provisions  of  Article  X,  Section  3, 
of  the  South  Dakota  Constitution,  the  City  of  Mitchell,  South  Dakota,  has 
the  exclusive  right  to  determine  what  persons  or  corporations  shall  main- 
tain and  operate  telephone  exchanges  within  the  corporate  limits  of  said 
City,  and  the  Board  of  Railroad  Commissioners  of  the  State  of  South  Dakota 
has  no  power  or  authority  to  deprive  the  City  of  said  right. 

"THmB,  That  the  City  of  Mitchell,  South  Dakota,  has  ordered  the  said 
Dakota  Central  Telephone  Company  to  remove  from  the  streets,  alleys  and 
other  public  grounds,  all  of  its  wires,  poles,  and  fixtures  used  in  the  operation 
of  its  said  local  telephone  exchange  in  said  City,  but  that  said  Company,  in 
deliance  of  the  said  City's  rights  herein  has  refused  and  still  refuses  to 
comply  with  said  orders,  and  said  Company  is  operating  its  said  local  tele- 
phone exchange  in  said  City  without  the  City's  consent  and  in  defiance  of  the 
wishes  of  said  City  and  its  inhabitants. 

"Fourth,  That  the  Dakota  Central  Telephone  Company  is  now  a  trespasser 
in  the  City  of  Mitchell,  South  Dakota,  and  the  law  should  not  afford  any  relief 
to  trespassers. 

"Fifth,  That  the  Dakota  Central  Telephone  Company  is  asking  this  Board 
to  establish  a  schedule  of  long  distance  automatic  telephone  rates  in  the 
City  of  Mitchell,  South  Dakota,  when  in  truth  and  in  fact  the  telephone  ex- 
change operated  and  maintained  in  the  City  of  Mitchell,  South  Dakota,  by 
the  Dakota  Central  Telephone  Company  is  a  local  exchange  and  not  a  long 
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distance  exchange,  and  in  order  to  grant  applicant's  petition,  this  Board 
would  be  required  to  find  that  the  said  telephone  exchange  which  enables  a 
resident  of  said  City  to  talk  over  the  telephone  to  his  next  door  neighbor  is 
a  long  distance  telephone  exchange.  And  this  Board  has  no  jurisdiction  to 
make  such  findings." 

TfaiB  CommiBsion  is  fuilj  aware  that  there  is  litigation 
pending  in  tiie  United  States  Distpict  Court  of  this  State 
between  the  applicant  here  and  the  City  of  Mitchell  for  the 
purpose  of  determining  the  very  questions  raised  by  thit 
special  appearance  filed  in  this  case  with  this  Commission. 
This  Commission  has  no  desire  to  in  any  manner  interfere 
with  or  take  part  in  the  litigation  now  pending  in  the  Fed- 
eral court.  A  temporary  injunction  was  issued  by  Hon. 
Charles  A.  Willard,  acting  United  States  District  Judge  for 
the  District  of  South  Dakota,  enjoining  the  City  of  Mitchell 
from  interfering  with  the  telephone  plant  of  the  applicant 
pending  this  litigation.  While  this  litigation  is  pending, 
rates  will  have  to  be  charged  by  the  applicant  to  the  citi- 
zens of  Mitchell  for  the  telephone  service  which  it  is  fur- 
nirfiing  to  them.  The  schedule  of  rates  in  question  was  filed 
with  the  commission  under  a  section  of  the  statute  requiring 
that  all  ratfis  be  filed  for  a  period  of  thirty  days  prior  to 
their  taking  effect,  and  if  no  action  had  been  taken  by  this 
commission  those  rates  would  have  become  effective  May 
12  last. 

This  commission  disclaims  any  jurisdiction  to  decide  that 
applicant  has  or  has  not  a  franchise  to  operate  its  telephone 
system  in  the  City  of  Mitchell.  That  jurisdiction  is  con- 
ferred under  the  laws  iiiKin  the  courts.  One  of  these  courts 
has  actual  jurisdiction  of  the  liti^ration,  and  the  final  deter- 
mination of  that  litigation  will  result  in  a  determination  for 
or  against  one  of  the  parties  on  the  subject  of  the  franchise 
in  the  City  of  Mitchell.  As  the  plant  in  question  is  aot 
owned  by  the  city,  jurisdiction  to  regulate  it  and  to  fix  rates 
for  the  rental  of  telefrtione  instruments,  and  the  transmis- 
sion of  telephone  messages  and  of  service  in  connection  with 
either,  is  conferred  upon  this  commission  under  the  pro- 
visions of  Chapter  289  of  the  li)Ofl  Session  Laws  as  amended 
by  Chapter  218  of  the  Session  Laws  of  1911. 
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Valuation. 

At  the  hearing  held  at  the  offices  of  the  commtssion  <iu 
the  twenty-second  and  twentj-tliird  days  of  July,  the  valua- 
tion of  the  plant  as  well  as  the  earnings  and  operating  e.\- 
penaeB  were  gone  into  very  carefully,  and  while  the  appli- 
cant submitted  a  recapitulation  of  its  inventory  showing 
the  total  valuation  of  $119,802.74,  an  error  was  discovered 
in  the  figures  under  Accounts  No.  231  and  232  by  including 
the  item  under  Account  No.  232  twice.  That  is,  it  was  set 
out  separately  as  an  independent  item,  and  was  also  included 
in  Account  No.  231.  A  correct  table  was  eubseciuently  filed 
on  July  25  eliminating  this  double  charge.  The  recapitula- 
tion as  shown  by  the  corrected  table  is  as  follows : 
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voices,  unit  prices  and  valuation  a8  submitted  by  the  com- 
panj,  appears  in  the  following  table: 


Central  oflice  equipment $22,473.(^ 

Station  apparatus  and  installation 18,174.01 

Pole  line 9^3,44 

Aerial  cable 16.184.06 

Aerial  wire 3^.10 

Underground  conduits 4,434.32 

Underground    cable 6,810.35 

Land  investment,   estimated 3,500.00 

Buildings  16,337.91 

One-third   stable  and  garage  equipment 354.16 

Materials,  supplies  and  tools  on  hand 3343.92 

Total   Valuation    New $105,240.92 

It  may  be  conteudetl  that  the  plant  as  installed  by  the 
applicant  at  the  City  of  Mitchell  is  of  larger  capacity  than 
is  actually  necessary  to  meet  the  immediate  service  and  re- 
quirements at  the  City  of  Mitchell,  aud  tliis  involves  a  ques- 
tion as  to  the  right  of  a  public  service  corporation,  in  estab- 
lishing a  public  utility  in  any  city,  to  forecast  future  de- 
velopments. For  instance,  the  applicant  built  in  the  City 
of  Mitchell  some  underground  conduits  in  which  to  lay  its 
cables,  aud  those  conduits  are  larger  than  is  actually  neces- 
sary to  meet  the  immediate  need.  In  some  of  these  conduits 
space  has  been  provided  for  the  installation  of  more  cables 
than  are  actually  in  use  at  the  present  time.  Some  of  this 
underground  construction  is  in  streets  haviug  concrete  pave- 
ment, and  other  conduits  have  been  constructed  underground 
on  the  theory  that  at  a  not  very  distant  date  the  City  of  Mit- 
chell would  also  pave  those  streets  with  concrete.  Suitable 
manholes  are  provided  for  the  pulling  of  cable  through  these 
conduits  without  disturbing  the  concrete  pavement  or  the 
riurface  of  the  street. 

We  are  inclined  to  the  opinion  that  it  was  entirely  proper 
for  the  telephone  company  to  forecast  the  future  develop- 
ment of  the  City  of  Mitchell  in  this  respect  and  to  construct 
its  plant  accordingly.  From  all  of  the  facta  and  circum- 
stances in  connection  with  this  case,  this  commission  is  of 
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the  opinion  that  the  applicant  has  not  anticipated  tlie  future 
development  of  its  telephone  plant  (assuming  that  the  in- 
stallation is  permanent  and  will  continue  for  a  period  of 
jeara)  at  the  City  of  Mitchell  to  too  great  an  extent 

Generally  in  fixing  a  valuation  to  be  used  as  a  basis  for 
rate-making  purposes,  it  is  necessary  to  determine  the  pres- 
ent value  of  the  plant  by  deducting  a  certain  amount  for 
depreciation,  and  in  this  particular  case,  the  entice  plant 
being  practically  new,  it  will  be  unnecessary  to  make  any 
difference  between  the  cost  of  construction  and  its  existing 
value,  and  for  the  purposes  of  this  opinion  the  value  of  the 
plant  of  the  applicant  at  Mitchell  is  fixed  at  fl05,240.92. 

Dbpbbciation. 

It  is  too  well  settled  at  this  time  by  the  decisions  of  the 
Interstate  Commerce  Commission  and  of  the  courts,  both 
state  and  federal,  ^d  of  all  regulating  bodies,  that  some 
allowance  must  be  made  to  a  public  service  corporation,  or 
in  the  operation  of  any  industrial  enterprise,  for  the  item 
of  depreciation,  for  it  to  be  seriously  questioned. 

In  a  recent  decision  by  the  Nebraska  railroad  commission 
in  the  Lincoln  telephone  rate  case,*  published  in  the  issue 
of  July,  1913,  of  Telephony,  touching  upon  the  question  of 
depreciation,  that  commission  held : 

"In  this,  as  in  practically  all  of  the  notable  rate  hearings,  the  question  of 
depreciation  has  been  one  regarding  which  much  testimony  was  adduced, 
and  is  always  the  subject  of  much  controversy,  not  so  much  as  regards  the 
question  of  whether  or  not  there  is  depreciation  or  whether  it  should  or 
should  not  be  allowed,  but  as  to  the  rate  necessary  to  protect  the  company 
gainst  the  loss  of  its  plant.  The  depreciation  of  a  plant,  though  it  may  not 
be  so  apparent,  is  Just  as  real  and  substantial  a  charge  against  revenues  as 
the  wages  paid  to  operators  or  any  other  employe  of  the  company.  For  the 
public  to  refuse  to  pay,  through  addition  to  the  rates,  a  sufficient  allowance 
to  guarantee  the  company  against  seeing  the  plant,  which  it  places  at  the 
disposal  of  the  public,  gradually  fritter  away  and  become  lost,  is  uncon- 
scionable and  inequitable.  No  just  or  fair-minded  person  any  longer  ex- 
pects this. 

In  the  various  hearings  had  before  commissions  in  other  jurisdictions, 
engineers  generally  agree  as  to  the  average  life  of  the  component  parts  of 
the  plant,  and  the  amounts  necessary  to  set  aside  to  cover  the  depreciation. 


•Printed  in  Commission  Leaflet  No,  19,  at  page  134. — Ed, 
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While  the  rate  of  depreciation  of  a  telephone  plant  ma; 
not  be  capable  of  exact  determiimtiou  in  advance,  it  can  be 
estimated  within  approximate  limits.  For  instance,  the 
average  depreciation  is  very  unlikely  to  be  more  than  IK 
per  cent  nor  less  than  4  per  cent  per  annum.  The  rate  of  de- 
preciation differs  in  connection  with  different  parte  of  the 
plant  and  equipment.  For  the  purpose  of  establishing  the 
rate  of  depreciation  in  this  case,  different  units  have  been 
used  based  upon  the  experience  of  this  Board,  the  testimony 
introduced  before  it,  and  the  experience  of  other  boards 
having  to  do  with  similar  questions,  as  shown  by  the  follow- 
ing table: 

D 

Central    office    equipment $22,473.65  at    7%  $1,573.16 

Sution  equipment   18,174.01  at    8%  1,453.92 

Pole  line  9,843.44  at    8%  787.48 

Aerial  cable  16,184.06  at    5%  809.20 

Aerial   wire   3,285.10  at    8%  262J0 

Underground  conduit  4,434.32  at    2%  88.68 

Underground  cable   6,810.35  at    3%  204.31 

Building  16.337.91  at    2%  326.7S 

Garage  equipment    354.16  at  15%  53.12 

Tools  197.95  at  20%  39.59 

$98,094.95  $5,599.01 

It  will  be  noticed  that  in  computing  the  depreciation  the 
Item  of  |3,500  for  real  estate,  and  plant  supplies,  (3,C45.9T. 
have  been  eliminated  and  the  depreciation  based  on  a  valua- 
tion of  198,094.95,  or  a  total  depreciation  charge  amounting 
to  f5,599.01,  making  an  average  depreciation  of  5.7  per  cent. 
For  the  purposes  of  this  opinion,  therefore,  the  allowance 
for  depreciation  will  be  made  on  the  basts  of  6  per  cent,  on 
the  total  valuation  of  f98,094.95,  which  gives  us  a  deprecia- 
tion allowance  of  f5,885,70. 
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Eabnings  and  Ofebating  Expenses. 

The  earnings  of  the  applicant,  with  its  manual  system, 
for  the  calendar  year  ending  December  31,  1912,  were  as 
follows : 

Exchange  revenue  $18,32256 

Terminal  fee  of  five  cents  on  each  incoming  and  out- 
going toll  message,  72,752  messages 3,637.60 

Tenninal  fee  of  five  cents  on  2,104  rural  line  calls. . .         105.20 
Switching  fees,  230  rural  'phones,  @  $3,00  per  'phone. .         690.00 

The  operating  expenses  for  the  same  period  amounted  to 
(23,451.67,  in  which  was  inclnded  an  item  of  depreciation 
amounting  to  (6,038.45,  making  the  net  operating  expenses 
(17,413.22,  or  a  return  on  the  investment  of  (5,342.14,  with- 
out any  allowance  whatever  being  provided  for  depreciation. 
If  the  it«m  of  (6,038.45  is  a  proper  item  to  be  charged  as 
depreciation,  instead  of  a  net  return  of  (5,342.14,  there 
would  hav«  been  a  deficit  of  (696.31.  Assuming  that  the 
same  number  of  different  classes  of  telephone  instruments 
were  rented  and  the  same  volume  of  business  was  done  under 
the  new  as  under  the  old  system,  after  the  allowance  of  a 
proper  item  of  depreciation  it  will  be  noted  there  would 
be  a  deflcit. 

The  officers  of  the  applicant,  for  the  purposes  of  an  es- 
timate as  to  the  number  of  subscribers  to  the  automatic 
system,  submit  the  following: 

ESTIMATED  INCOME. 

225  business  'phones  @  $3.00  per  month $8,100.00 

75  main  line  residence  'phones  @  $2.00  per  month...  1,800.00 

824  party  line  residence  'phones  &  $1.50  per  month..  4,832.00 

Five  cert  terminal  fee  on  72,752  toll  messages 3,637  60 

Rve  cent  tenninal  fee  on  2,104  rural  line  calls 105.20 

Switching  230  rural  'phones  @  $3  per  annum 690.00 

Total  Income  , .    $29,164.80 
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For  the  purposes  of  operating  and  main  tain  iirj;  Uk-  pi 
the  commissiou  haa  estimated  tlie  cost  as  follows: 


Salaries : 

Manager    $1,200.00 

Bookkeepers  960.00 

Switchboard   man    1,200.00 

Two  assistant  switchboard  men 1,500.00 

Wire  chief    (75%) 720.00 

Two  installers  1,800X» 

Chiei  operator   540.00 

Six  operators  @  $35 2,520.00 

Four  operators  @  $30 1,440.00 

Janitor   300.00 

Extra  help,   expert 360.00 

General  oflice  expense 1,510.00 

33%%  automobile  expense,  drayage  and  livery 300.00 

Electric  power    420.00 

Light  and  heat  350.00 

Postage  and  stationery   600JX) 

Direclories 350.00 

Insurance    lOO.OO 

Maintenance,  materials  and  incidentals 1,200.00 

Uncollectible  accounts   200.00 

Taxes,  estimated 1,900JXI 

Total  $19,470.00 

This  table  does  not  include  any  allowance  for  deprecia- 
tion or  interest  on  investment.  In  addition  to  tlie  operating 
expenses  and  maiutenance  of  the  plant,  and  a  proper  ctiai^ 
for  depreciation,  a  reasonable  sum  should  be  allowed- as  a 
return  upon  the  investment,  which  in  this  instance  is  based 
on  the  rate  of  7  per  cent,  of  a  total  valuation  of  |103,240.92, 
or  $7,366.86.  Under  these  tigureH  the  financial  condition  of 
the  company  will  appear  as  follows: 


Total  income,  as 

Total  operating  and  maintenance  expense $19,470.00 

Depreciation  at  tjo  on  valuation  of  $98,0M.95 5,885.70 

fnterest    and    dividend    at    7%    on    valuation    of 

$105,240,92    7,366.86 

Net  deficit    

$32,722.56 
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As  appears  from  the  foregoing  statements,  a  liigli  estimate 
of  tbe  Tolume  of  business  is  used  for  the  purpose  of  deter- 
mining the  probable  earning  capacity  of  the  proposed  rates, 
and  in  determining  the  operating  and  maintenance  expense 
a  careful  scrutiny  was  given  to  each  item  for  the  purpose  of 
determining  as  to  its  reasonableness  and  as  to  its  necessity. 
Notwithstanding  the  high  basis  of  income  used  under  th* 
proposed  rates  as  set  forth  in  the  foregoing  tables,  there 
will  be  a  net  deficit  of  1689.76  as  an  item  to  be  deducted 
From  the  rate  of  retam. 

For  the  purpose  of  comparison,  we  have  prepared  a  state- 
ment showing  the  actual  number  of  'phones  in  operation  at 
the  time  of  taking  the  inventory,  with  the  income  as  shuwn 
by  the  proposed  rates,  viz. : 


250  main  line  business  'phones  @  $3.25 $9,750.00 

90  main  line  f «idence  'phones  ©  12.25 2,430.00 

784  part7  line  residence  'phones  @  ?1.75 16^464,00 

TOTAL    (28,644X10 

Less  25  cents  discount  if  paid  in  advance 3372.00 

TOTAL  mCOHB  FKOU  BEMTALS $25,272.00 

72.752  toll  messages  @  5  cents 3,637.(» 

2,104  farm  messages  @  5  cents 105.20 

Switching  230  farm  'phones  @  $3 690.00 

Total  $29,7W.80 

As  will  readily  be  seen,  if  this  basis  were  used  instead  of 
that  adopted,  the  net  deficit  would  be  increased  from  (689.76 
to  »3,017.72. 

This  commission  is  therefore  of  the  opinion  that  the  rates 
named  in  the  applicant's  schedule  set  forth  herein  should 
be  permitted  to  become  effective  as  of  August  1,  1913. 

This  commission  is  also  of  the  opinion  that  separate  ac- 
coants  should  be  kept  by  the  applicant  in  connection  with 
its  telephone  plant  at  Mitchell,  and  that  the  order  made  in 
this  proceeding  should  require  the  applicant  to  keep  sepa- 
rate accounts  of  the  operating  expenses  and  of  maintenance, 
with  the  vouchers  for  the  items  charged  to  each  so  kept 
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That  stockholders  are  not  entitled  to  any  advantage  over  non-stockholders 
and  must  rely  upon  the  dividends  declared  on  thdr  stock  for  a  return  on 
their  investment; 

That  if  the  rates  charged  for  service  are  not  sufficient  to  enable  the  com- 
pany to  construct  lines  and  furnish  equipment,  the  rates  should  be  increased 
so  as  to  produce  the  necessary  revenue.* 

Opinion  of  Counsel  fob  the  HoAEO.t 

I  have  before  tue  the  papers  in  tlie  matter  of  the  filing 
of  the  new  schedule  of  rates  by  the  Central  Farmers'  Tele- 
phone Company  of  Lesterville,  8.  D.,  and  note  that  under 
the  new  rates  filed  there  is  an  addition  to  the  effect:  "All 
subscribers  to  famish  equipment." 

This  change  was  made,  or  is  attempted  to  be  made,  in  the 
schedule  of  rates,  as  the  result  of  a  ruling  by  the  Board  of 
Railroad  Commissioners  and  this  department,  that  stock- 
holders and  persons  who  are  not  stockholders  must  all  be 
treated  alike,  and  that  it  was  unlawful  for  this  company 
to  continue  its  policy  of  making  no  charge  whatever  to  its 
stockholders  and  requiring  its  subscribers  who  were  not 
stockholders  to  pay  rental  fees  for  the  use  of  telephone  in- 
strnments  and  for  telephone  service  in  connectiop  therewith. 

The  Central  Farmers'  Telephone  Company  is  a  corpora- 
tion organized  and  existing  under  and  by  virtue  of  the  laws 
of  the  State  of  South  Dakota.  It  was  incorporated  July  12, 
1907.  From  an  examination  of  ail  the  files  in  the  case  it 
appears  that  the  original  stockholders  furnished  their  own 
telephones  and  their  shares  uf  stock  in  the  company  repre- 
sent not  only  their  interest  in  the  telephone  plant  as  a  whole, 
but  in  the  telephone  instruments  furnished  by  themselves 
as  well.  It  is  now  proposed  to  compel  the  subscribers  who 
are  not  stockholders  to  furnish  their  own  equipment,  includ- 
ing the  telephone  instruments  and  connections  and  such 
pole  line  as  it  may  be  necessary  to  construct  to  connect  sub- 
scribers with  the  main  line  of  the  company,  and  there  are 
two  questions  presented  by  this  attempt  of  the  Central  Farm- 

•Ed  iter's  headnote. 

tin  its  Pamphlet  No.  1,  issued  August  I,  1912,  the  Board  sUtes  that  the 
opinions  of  its  Counsel  will  govern  in  the  various  subjects  to  which  they 
relate  unless  reconsidered  by  the  Board  or  reversed  by  court  procedure.— Ed. 
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ere'  Telephone  Company  to  incorporate  snch  a  provision 
in  their  schedule  of  rates:  Piret,  is  it  a  diBcriminatinn 
against  a  subscriber  who  is  not  a  stockholder  to  require  liini 
to  furnish  his  own  telephone  instrument  and  pole  line  in 
order  to  connect  with  the  company's  main  line  and  have 
telephone  service;  second,  may  a  telephone  company  doing 
business  in  this  State  require  a  subscriber  to  furnish  his 
own  pole  line  and  telephone  instrument;  in  other  words, 
may  a  telephone  company  engaged  in  conducting  a  general 
telephone  business  compel  each  subscriber  to  build  his  own 
telephone  line  and  furnish  his  own  telephone  instrument, 
and  then  apply  to  the  company  for  connections  with  their 
main  line? 

At  the  time  this  company  was  organized,  it  followed  the 
practice  then  in  vogue  among  all  of  the  smaller  telephone 
companies  of  permitting  the  stockholder  to  furnish  his  own 
telephone  instrument  at  a  price  for  which  it  could  be  pur- 
chased by  the  company,  and  then  when  his  share  of  stock 
was  Issned  to  him,  it  represented  his  investment  in  the  tele- 
phone instrument  and  telephone  line  built  by  him,  so  that 
when  the  line  was  finally  constructed,  tlie  only  snbscribers 
thereto  were  the  stockholders,  and  their  shares  or  certifi- 
cates of  stock  in  the  company  represented  their  contribntion 
in  the  way  of  cash  and  property  to  its  capitalization,  and  the 
total  number  of  shares  issued  by  the  company  represented 
not  only  its  investment  in  the  building  of  its  toll  line  and 
its  local  exchanges  or  switches,  bot  also  the  investment  of  its 
stockholders  in  its  telephone  instruments  and  the  portions 
of  the  lines  built  by  them.  For  a  number  of  years  the  com- 
pany conducted  its  business  on  the  basis  of  charging  to 
stocklioldere  a  certain  portion  of  the  expenses  of  operating 
tte  plant  and  deriving  the  balance  of  its  revenue  from  the 
rental  charges  for  the  use  of  telephone  instruments 
wbicli  it  furnished,  and  telephone  service  it  furnished  in 
connection  therewith,  to  its  subscribere  who  were  not  stock- 
holders. It  now  seeks  to  compel  all  persons  who  are  not 
stockholders  to  furnish  their  own  instruments  and  pole  line. 
Assuming  that  this  is  permitted  and  that  a  person  who  is 
not  a  stockholder  becomes  a  subscriber  to  this  company  and 
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he  is  required  to  build  a  telepbooe  line  fur,  tmy,  a  di8taDC(.> 
of  one-half  mile  and  furnish  a  telephone  in»trumeut,  then 
at  the  time  when  he  terminates  his  suhscription — which  may 
be  three,  five  or  seven  years  hence — he  will  have  a  telephone 
line  a  half  mile  long  and  a  telephone  instrnuieut  for  which 
he  has  do  use  whatever;  he  cannot  dispose  of  it;  it  lielonpt 
to  him  and  not  to  the  telephone  company.  The  investment 
of  the  stockholder  in  the  company  in  his  telephone  instru- 
ment and  line  is  represented  by  his  stock,  so  that  at  the  end 
of  the  year  he  is  entitled  to  dividend  upon  his  stock,  and  his 
telephone  instrument  and  line  belong  to  the  company, 
whereas  the  telephone  line  and  instrument  furnished  by  the 
noD-stockholder  subscriber  is  his  own  personal  property. 
There  can  be  no  question  but  that  such  an  arrangement  con- 
stitutes an  unjust  discrimination  in  favor  of  the  stockholder 
and  against  the  person  who  is  not  a  stockholder.  Neither 
may  a  telephone  company  in  this  State  require  as  a  condi- 
tion of  rendering  service  to  the  public  that  its  intending 
subscribers  shall  furnish  their  own  telephone  line  and  tele- 
phone instruments  up  to  the  point  of  connection  with  the 
main  line  of  the  telephone  company.  If  the  Central  Farm- 
ers' Telephone  Company  may  lawfully  indulge  in  this 
practice,  then  every  other  telephone  company  doing  business 
in  this  State  may  likewise  indulge  in  it,  and  every  telephone 
subscriber  in  the  State  may  then  be  legally  required  to  build 
his  own  telephone  line  and  to  furnish  his  own  telephone  in- 
strument, and  when  his  line  has  been  fully  constructed  and 
hie  telephone  instrument  installed  he  may  apply  to  the  tele- 
phone company  for  connection  with  its  main  line. 

The  mere  statement  of  such  a  proposition  shows  that  to 
sustain  this  principle  would  result  in  a  chaotic  condition 
in  the  telephone  business  in  this  State.  I  am  confidently 
of  the  opinion  that  no  telephone  company  may,  under  the 
provisions  of  our  statute,  impose  as  a  condition  precedent 
to  furnishing  of  telephone  service  that  the  subscriber  shall 
furnish  his  own  telephone  line  and  telephone  instrument, 
and  even  if  such  a  practice  were  not  prohibited  by  the  stat- 
ute, I  am  also  firmly  of  the  opinion  that  it  should  not  be 
permitted  by  the  Board  of  Railroad  Commissioners  of  tJiis 
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If  the  rate  of  $5.00  made  by  the  Central  Farmers'  Te!e- 
phooe  Company  for  rural  telephone  service  is  not  sufficient 
to  enable  the  company  to  construct  all  of  the  telephone  lines 
and  to  furnish  all  of  the  teleplume  equipment,  including  the 
telephone  instruments,  then  the  rates  should  be  advance*! 
to  such  a  sum  as  to  permit  the  company  to  make  the  in- 
vestment, and  the  same  rate  slmuld  be  paid  by  the  stock- 
holders and  the  person  who  is  not  a  stockholder.  Under 
this  plan  a  stockholder  has  the  advantage  of  the  person  who 
is  not  a  stockholder  in  that  he  is  entitled  to  a  dividend  upon 
his  stock.  It  is  the  theory  of  the  law,  and  the  only  theory 
which  can  be  sustained,  that  a  person  investing  in  stock 
in  a  telephone  company  relies  upon  his  investment  and  the 
dividends  upon  his  stock  for  his  return  on  the  investment, 
and  the  mere  fact  of  becoming  a  stockholder  does  not  entitle 
him  to  any  advantage  whatever  over  any  person  who  is  not 
a  stockholder  in  the  company. 
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Railroad  CommiBsion. 

In  re  Extensions  of  Lines  and  Isst'ANCB  of  Sbcvbities  by 
Telephone  Companies. 

Dated  August  4,  igtj. 

Notice  of  Proposed  EKteniion  o£  Lines  for  Local  Service— Competition 

between  Companies — Issuance  of  Stock  and  Bonds  without 

Authori^. 

On  August  4,  1913,  the  Commission  notified  all  telephone  companies  op- 
erating in  Wisconsin  that  Chapter  610  of  the  Laws  of  1913  requires  them, 
when  contemplating  any  extension  of  their  lines  for  local  service  into 
territory  occupied  by  another  company,  to  give  notice  of  the  proposed  ex- 
tension to  the  Commission  and  to  the  company  already  operating  in  the 
territory ;  and  further,  that  under  Chapter  610  the  failure  of  the  Commission 
to  declare  within  twenty  days  after  notice  that  the  proposed  extension  is 
not  warranted  by  public  convenience  suid  necessity,  operates  as  an  authori- 
zation of  the  extension. 

The  Commission  also  notified  the  companies  that  ignorance  of  the  law 
requiring  Wisconsin  corporations  to  secure  the  Commission's  authorization 
before  issuing  stock  or  bonds,  would  not  thereafter  be  accepted  as  an  excuse 
for  its  violation.* 

To  All  Telephone  Companien  Operatintj  in   Wisconsin: 

Competition  op  Telephone  Utilitibs. 

Chapter  610  of  the  Laws  of  1913,  effective  July  10,  1913, 
proTides  in  part  as  follows : 

"No  public  utility  already  engaged  in  furnishing  telephone  service  shall 
install  or  extend  any  telephone  exchange  for  furnishing  local  service  to  sub- 
scribers in  any  municipality  where  there  is  in  operation  a  public  utility  en- 
gaged in  similar  service,  without  first  having  served  notice  in  writing  upon 
the  Commission  and  any  other  public  utility  already  engaged  in  furnishing 
local  service  to  subscribers  in  such  municipality,  of  the  installation  or  ex- 
tension of  such  exchange  which  it  proposes  to  make,  or  make  such  in- 
stallation or  extensions  if  the  Commission,  within  twenty  days  after  the 
service  of  such  notice,  shall,  upon  investigation,  find  and  declare  that  public 

•Editor's  headnote. 
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convenience  and  necessity  do  not  require  the  installation  or  extensions 
of  such  exchange,  except  ihai  any  public  utility  already  engaged  in  furnishing 
local  service  to  subscribers  within  any  city  or  village  may  extend  its  exchan^i 
within  such  city  or  village  without  the  authority  of  the  Commission." 

Under  this  law  it  will  be  necessary  for  jou,  before  extend- 
ing your  lines  for  local  service  iu  or  into  any  township, 
village  or  city  ui  which  another  telephone  company  is  fur- 
nishing similar  service,  to  serve  upon  this  Conuaission  and 
upon  Buch  telephone  company  a  notice  of  your  Intention. 
We  suggest  that  iu  this  notice  you  follow  substantially  the 
form  appended  hereto."  If  within  twenty  days  this  Com- 
mission does  not  serve  upon  you  its  declaration  that  your 
proposed  extension  is  unwarranted  by  public  convenience 
and  necessity,  you  may  proceed  with  the  construction  of  the 
lines. 

When  a  notice  is  served  upon  you  by  another  telephone 
company,  it  is  to  your  interest  to  inform  the  Commission 
inunediately  if  you  are  opposed  to  the  extension  of  the  other 
company's  line.  The  failure  of  the  Commission  to  make  a 
finding  within  twenty  days  against  the  extension  operates, 
under  the  law,  as  an  authorization  for  its  construction.  The 
law  limits  ao  strictly  the  time  in  which  the  Commission  is  to 
investigate  the  matter,  that  quick  action  must  be  taken  by 
any  telephone  company  which  desires  to  prevent  the  exten- 
sion of  a  competing  line. 

Stock  and  Bond  Law. 

We  take  this  occasion  of  again  calling  the  attention  of 
such  telephone  utilities  as  are  corporations  to  the  provisions 
of  the  stock  and  bond  law.  Although  the  Commission  has 
endeavored  to  reach  all  of  the  telephone  corporations  in  the 
State  with  copies  of  this  law,  over  one  hundred  cases  have 
arisen  since  the  law  became  effective  where  telephcme  corpo- 
rations have  issued  stock  in  violation  of  the  law,  and  the 
stock  has,  therefore,  been  void.  The  Cummission  lias  been 
lenient  as  possible  in  such  cases,  since  the  clHiin  of  the 
companies  has  invariably  been  ignorance  of  the  law;  but 

•See  page  648.— Ed. 
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henceforth  no  such  excuse  will  be  accepted.  If  you  have  not 
a  copy  of  the  stock  and  bond  law,  or  are  in  doubt  as  to  any 
of  Its  provisions,  please  address  this  office.  The  stock  and 
bond  law  applies  only  to  Wisconsin  corporations. 

We  enclose  an  admission  of  service,  to  be  signed  and  re- 
turned promptly  to  this  office.f 

SUGGESTED  FORM  OF  NOTICE. 


YOU  ARE  HEREBY  NOTIFIED  that  the 

Telephone  Company  proposes  to  extend  its  line  in  the 

County,  Wisconsin,  a 

(Describe   route    fully) 


This  notice  is  served  upon  you  pursuant  to  the  provisions  of  Chapter  610 
of  the  Laws  of  Wisconsin  for  1913. 


. .  Telephone  Company 
President 
Secret  a  r) 


To  The   Railroad   Comm 

The Company, 


tLetter  of  the  Commission  issued  August  4,  1913,  over  the  signature'of 
the  Secretary. 
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Cnr  OF   Mebrill  and  Citizens   Thereof  vs.   Wisconsin 
Telephone  Company. 

In  re  Appucation  of  Wisconsin  Telephone  Company  fob 
AN  Investigation  of  Its  Rates  in  the  City  of  Merrill. 

Dteided  August  14,  1913. 

Increaae    in    Rates    upon    ImpTDVcmcnt    o£    Service — Depredatioa    and 
laterest. 

This  complaint  that  the  Wisconsin  Telephone  Company,  after  taking  over 
the  properly  of  the  Merrill  Telephone  Company,  had  arbitrarily  advanced 
the  rates  charged  by  the  former  for  telephonic  service  in  the  City  of 
Merrill  was  considered  together  with  the  company's  petition  for  the  deter- 
mination of  the  Commission  as  to  the  reasonableness  of  the  petitioners'  rates 
on  Ale  for  the  City  of  Merrill. 

The  company's  petition  showed  that  the  service  and  equipment  of  the 
Merrill  Telephone  Company  had  been  obsolete  and  inadequate,  _and  that 
after  purchasing  the  property  the  petitioner  had  installed  metallic  circuits 
in  place  of  the  grounded  lines  previously  in  use.  It  also  showed  that  the 
schedble  of  rates  in  question,  filed  by  the  petitioner  after  the  improvement 
in  service,  was  the  only  schedule  ever  filed  for  metallic  circuit  service  in 
Merrill  and  that  the  petitioner  had  furnished  its  patrons  with  receipts  en- 
titling them  to  a  refund  in  case  these  rates  shokdd  not  be  upheld  by  the 
Commission. 

It  appeared  that  the  operating  conditions  at  Merrill  had  been  abnormal  so 
that  no  reliable  estimate  of  normal  operating  expenses  was  obtainable  at 
the  time  of  the  investigation.  For  this  reason  no  final  settlement  of  the 
case   was  attempted. 

The  Commission  found  that  not  less  than  6  per  cent,  or  7  per  cent  should 
be  allowed  for  depreciation;  that  the  rates  on  file  would  produce  revenue 
sufficient  to  net  14  per  cent,  for  depreciation  and  interest  on  $47,143;  and  that 
the  value  of  the  property,  although  uncertain,  was  considerably  greater 
than  the  value  upon  which  the  estimated  net  earnings  would  yield  any  un- 
reasonable return. 

Htld:  That  the  rates  in  effect  do  not  yield  an  unreasonable  return  and 
that  although  they  are  higher  than  those  charged  by  the  former  company 
the  existing  plant  is  more  valuable  and  capable  of  rendering  better  service. 

Ordered,  That  the  rates  on  file  be,  for  the  present,  approved.' 

Decision  and  Order. 

On  February  6,  1913,  a  complaint,  signed  by  some  94 
parties,  was  preseiiteil  to  tlie  Coinmisaioii  by  the  City  At- 
torney of  Merrill.  Tins  complaint  oliarges  that  in  Septem- 
ber, 1911,  the  Wisconsin  Telephone  Company  took  over  the 
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plant  and  equipment  of  the  ilerrill  Telephone  Company, 
and  that  tbe  Merrill  Telephone  Company  liad  for  a  loug 
period  of  years  had  in  effect  the  following  schedule: 

Business  telephones $2.50  per  month 

Reiidoice  telephones 1.00  per  month 

Extensions    50  per  month 

The  complaint  alleges  further  that  on  or  ahout  January 
1,  1913,  the  Wisconsin  Telephone  Company  arbitrarily  ad- 
vanced the  charges  for  telejdione  service  in  the  City  of  Mer- 
rill to  the  following  rates: 

Business  telephones $3.00  per  month 

One-party  residence  telephones ZOO  per  mouth 

Two-party   telephones IJiO  per  month 

Four-party  telephones 125  per  month 

Extensions  .60  per  month 

Complainant  considers  these  rates  unreasonable  and  asks 
for  ao  order  preventing  the  telephone  company  from  chain- 
ing such  rates. 

The  rates  stated  in  the  complaint  to  be  the  rates  which 
the  Wisconsin  Telephone  Company  has  put  into  effect  are 
not  correctly  stated,  as  will  appear  later. 

The  Wisconsin  Telephone  Company  oii  May  14,  1913,  filed 
with  the  Commission  a  petitiou  for  an  adjustment  and  settle- 
ment of  its  rates  in  Merrill.  The  CKsentiat  features  of  this 
petition  are  noted  here: 

1.  That  petitioner  file<l  its  schedule  of  rates  with  tlie 
Commission  on  August  15,  1912; 

2.  That  petitioner  purchased  the  property  of  the  Merrill 
Telephone  Company  for  |i30,00();  tliiit  at  the  time  of  such 
purchase  the  exchange  was  fiinitshing  grounded  service 
through  a  magneto  switchlM)ard;  that  such  service  and  ap- 
paratus were  obsolete  and  inade<]uate  for  the  needs  of  the 
city;  and  that  petitioner  reconstructed  the  exchange  so  as 
to  furnish  metallic  service  througli  a  common  battery 
switchboard ; 

3.  That  in  order  to  make  such  improvement  in  service 
and  apparatus,  petitioner  renc^wed  and  replaced  apparatus 
forming  part  of  the  plant,  to  the  amount  of  f  19,074.30;  that 
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out  of  snch  replaced  and  superseded  apparatus  there  was  a 
salvage  of  16.736.26,  making  a  net  outlaj  for  replacing  super- 
seded apparatus  of  fl2,338.(l4,  which  amount  wascliarged  to 
depreciation;  and  that  petitioner  did  additional  construc- 
tion work  to  the  amount  of  |21,198.11; 

4.  That  the  rates  which  had  been  charged  by  the  Merrill 
Telephone  Company  were  not  the  same  for  all  parties  re- 
ceiving the  same  class  of  service  and  did  not  conform  strictly 
to  the  published  schedules';  that  petitioner  continued  these 
ratea  until  January  1,  1913;  and  that  the  schedule  of  rates 
filed  with  the  Commission  on  August  15,  1912,  is  the  only 
schedule  ever  filed  for  common  battery,  metallic  service,  for 
the  City  of  Merrill; 

5.  That  certain  difficulties  have  been  met  in  securing  col- 
lections in  Merrill,  because  of  the  uncertainty  as  to  what 
were  legal  rates,  and  petitioner  has  given  persons  paying 
their  bills  receipts  setting  forth  that  petitioner  will  pay  any 
refund  to  which  any  patron  should  be  entitled  because  of 
any  ruling  of  the  Commission ; 

6.  Petitioner  asks  that,  pending  the  final  determination 
of  this  matter,  the  Commission  establish  as  temporary  rates 
the  rates  filed  on  August  15,  1912. 

Hearing  in  both  these  matters  was  held  at  Milwaukee, 
June  5,  1913. 

Appearances  were: 

F.  J.  Smith,  for  City  of  Merrill. 

Miller,  Mack  and  Fairchild,  by  J.  B.  Blake,  for  Wisconsin 
Telephone  Company. 

The  rates  as  filed  by  the  Wisconsin  Telephone  Company  for 
service  within  the  present  city  limits  of  Merrill,  for  the 
principal  classes  of  service,  are  as  follows: 

One-party  business .|36.00  per  year 

Two-party  business 30.00  per  year 

Receiving  business  line 18.00  per  year 

Extension  business  telephone 7.20  per  year 

One-party  residence 24.00  per  year 

Two-party  residence 18.00  per  year 

Four-party  residence 15.00  per  year 

Residence  extensions,  desk 7.20  per  year 

Residence  extensions,  wall 6.00  per  year 
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There  are  a  number  of  ratea  for  other  classes  of  service  in- 
cluded in  this  schedule,  but  the  foregoing  covers  ail  rates 
in  dispute. 

From  the  facts  presented  at  the  hearing  and  from  an 
examination  of  the  records  of  the  Merrill  exchange  by  the 
accounting  staff  of  the  Commission,  it  appears  that  the 
operating  conditiouB  of  this  exchange  for  some  time  past 
have  been  abnormal.  Expenses  hare  fluctuated  greatly,  and 
at  least  for  some  time  prior  to  January  1,  1913,  were  much 
higher  than  would  normally  be  expected.  Otftcials  of  the 
company  also  testified  to  this  effect.  It  appears  that  even 
since  January  1,  1913,  expenses  have  not  been  altogether 
normal.  A  detailed  record  of  expenses  was  obtained  cover- 
ing the  period  from  January  1,  to  March  31, 1913.  The  total 
operating  expenses  for  these  three  months  were  f  2,350.45,  or 
at  the  rate  of  19,401.80  per  year,  exclusive  of  any  provision 
for  interest  and  depreciation. 

On  May  1,  1913,  the  installations  at  Merrill  were  as 
follows : 

-    Pay  station  ' 5 

One-party  business ( 157 

Extension  business 41 

One-party    residence 41 

Extension    residence 6 

Two-party  business 71 

Two-party  residence 231 

Four-party  business 2 

Four-party  residence 139 

Rural  residence 7 

Private  branch  exchange 6 

The  application  of  the  rates  which  the  telephone  company 
asks  to  have  authorized  to  tlie  installatifms  as  shown  alM>ve 
indicates  that  annual  exchange  earnings  would  he  about 
fl5,512.20,  aside  from  pay  station  and  P.  B.  X.  earnings, 
or  probably  very  nearly  115,000  in  all.  If  |9,401.80  could  be 
accepted  as  a  normal  operating  expense,  the  amount  avail- 
able for  depreciation  and  interest  would  be  very  nearly 
f6,600.  It  should  he  noted  that  the  probable  earnings  state- 
ment is  baaed  upon  the  installation  at  the  end  of  the  quarter 
from  which   the  expense  statement  was  taken,  and  conse- 
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qaently  ezpeDses  aa  taken,  if  assumed  to  be  normal,  would 
not  represent  the  cost  of  handling,  for  the  quarter,  the  full 
ajuonnt  of  business  connected  at  the  end  of  that  period.  For 
the  purposes  of  this  case,  however,  the  results  may  be  ac- 
cepted as  shown  above. 

With  proper  methods  of  entering  charges  to  maintenance  it 
has  usually  been  found  that  an  allowance  of  not  less  than  6 
per  cent,  or  7  per  cent,  should  be  made  for  depreciation.  With 
a  probable  available  amount  of  ^6,600  per  year  for  deprecia- 
tion and  interest  this  would  be  sufficient  to  meet  a  combined 
depreciation  and  interest  rate  of  14  per  cent,  on  property  to 
the  extent  of  $47,143.  Without  attempting  to  state  at  this 
time  the  exact  value  of  the  property  of  the  Wisconsin  Tele- 
phone Company  in  its  Merrill  exchange  it  seems  certain  that 
such  value  is  considerably  above  the  value  upon  which  the 
estimated  net  earnings  will  yield  any  exorbitant  or  unrea- 
sonable return. 

No  final  settlement  of  this  case  will  be  attempted  at  this 
time.  There  are  items  both  in  the  valuation  and  in  the 
income  account  which  will  require  adjustment  before  such 
final  disposition  is  made,  but  it  is  considered  best  to  post- 
pone such  action  until  normal  costs  of  operation  and  main- 
tenance are  reached.  What  has  been  shown  alK>ve  is,  how- 
ever, sufficient  to  show  that  the  rate  schetlule  is  not  at  pres- 
ent yielding  an  unreasonable  return.  Even  if  our  estimate 
of  probable  earaings  is  somewhat  lower  than  what  experi- 
ence will  show,  it  seems  improbable  that  the  difference  will 
be  great  enough  to  seriously  affect  our  conclusions. 

Bates  are  higher  than  those  of  the  old  company,  it  is  true, 
but  the  present  plant  is  much  more  expensive  and  is  designed 
to  give  much  better  service  than  was  obtainable  from  the 
old  grounded  system.  So  far  as  an  investigaticm  of  the  cost 
of  service  can  be  made  at  this  time,  it  cannot  l»e  concluded 
that  the  rates  as  filed  by  the  Wisconsin  Telephone  Company 
are  unreasonable.  The  decision  in  this  case  will  not  be,  in 
any  way,  a  bar  to  further  investigation  and  (trder  if  the  facta 
shall  indicate  that  such  action  should  lie  taken  when  normal 
conditions  of  operation  have  been  reached. 
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/(  «  therefore  ordered,  That  the  complaint  of  Mil*  Cilj-  of 
Merrill  and  Us  citizens  is,  therefore,  for  the  present,  dis- 
missed, and  the  rates  of  the  Wisconsin  Telephone  Company 
for  its  Merrill  exchange  are  approved  as  filed  with  tlie  Corn- 


Dated  at  Madison,  Wisconsin,  this  fonrtcentli  day  of  Au- 
gust, 1913. 
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Telephone  Investigation, 

Docket  No.  5462. 

Dattd  July  24,  '9^3. 

■  Infoniutioii  Keqnired  of  Telephone  Compcniei. 

Oboer. 

Good  cause  appearing  therefor, 

It  is  ordered,  That  eaeh  common  caiTier  by  telephone  sub- 
ject to  the  proriaions  of  the  Act  to  Regulate  Commerce  here- 
tofore served"  as  a  respondent  herein  be,  and  is  hereby, 
directed  and  required  on  or  before  October  1,  1913,  to  make 
and  file  with  this  Commisaion  full  and  specific  responses  to 
all  the  requests  for  information  herein  contained,  and  to 
verify  such  responses  upon  the  oath  of  the  oflftcer  of  the  re- 
porting carrier  under  whose  direction  and  supervision  they 
are  compiled.  The  responses  must  be  typewritten,  either  on 
the  blank  forms  furnished  herewith,  or  on  sheets  not  ex- 
ceeding 11  inches  by  22  inches  in  size.  The  directions  con- 
tained in  the  requests  for  information  and  such  instructions 
as  are  printed  on  the  blank  forms  should  Ije  followed.  Each 
response  to  be  preceded  by  a  correct  copy  of  the  question  to 
which  it  relates  or  by  reference  thereto  by  letter,  number, 
or  other  reference  marks. 

Question  No.  1. — Give  as  of  December  31,  1912,  the  fol- 
lowing information  concerning  respondent  company : 
(a)   Name  of  company. 

(6)  Total  number  of  shares    \ 

I  preferred. 


•See  order  instituting  investigation,   dated  January   13,   1913,   printed   i 
ComnuiuoB  Leaflet  No.  14,  at  page  126. — Ed. 
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I  comm 
I  preferred. 

(d)  Par  value  of  each  share. 

(e)  Date  of  organization. 

(/)  Reference  to  state  or  territorial  laws  under  which 
organized. 

(g)  Date  of  last  meeting  of  stockholders  for  election  of 
directors. 

(h)  Date  of  last  closing  of  stock  hooks. 

(i)  Total  number  of  stockholders  of  record  at  date  of 
last  closing  of  stock  books. 

(;')  la  each  share  of  stock  entitled  to  one  vote?  If  not, 
explain  voting  rights. 

(ft)  Give  information  called  for  in  Form  A  regarding 
ten  largest  holders  of  stock  or  other  voting  se- 
curities at  last  date  stock  books  were  closed. 

Question  JVo.  2.— GiVe  as  of  December  31,  1912,  the  fol- 
lowing information: 

(a)   Name,  post-office  address,  and  date  of  expiration 

of  term  of  each  director  of  respondent 
{b)  Kame,  title,  and  official  address  of  each  principal 

officer  of  respondent, 
(c)   Name,  title,  and  address  of"  officer  to  whom  should 
be  addressed  correspondence  concerning  this  re- 
port. 

Question  No.  3. — If  the  respondent  company  was  formed 
by  consolidation  with,  one  or  more  predecessor  companies, 
state  date  of  present  incorporation  and  names  and  method 
of  acquisition  of  predecessor  companies — i.  e.,  whether  by 
merger,  foreclosure,  purchase,  or  otherwise. 

Question  No.  ^. — Give  following  information  regarding 
corporations  in  which  respondent  holds  25  per  cent,  or  more 
of  outstanding  voting  stock. 

(a)   Name  of  corporation. 

(6)  Number  of  shares  held. 

(c)  Proportion  of  total  outstanding  stock. 

(d)  la  such  sti>ck  owned  by  respondent,  held  as  se- 

curity, as  proxy,  or  otherwise? 
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(c)  If  holding  is  indirect,  give  name  of  i titer luediary 
through  which  stock  is  held. 

(/)  Is  respondent  party  to  any  agreement  for  joint  con-  ■ 
trol  of  any  outside  corporation?  If  so,  give  name' 
of  corporation  and  nature  of  control. 

Question  No.  5. — Give  the  information  provided  for-  in 
Form  B,  as  of  December  31,  1912,  regarding  exchanges  oj^r- 
ated  by  respondent. 

By  an  "exchange"  is  meant  one  or  more  central  oifices, 

usually  located  in  the  same  city,  town,  or  village, 

forming  a  system  providing  local  service  between  the 

subscribers  in  said  city,  town,  or  village,  at  standard 

.  rates  established  for  the  community  which  they  serve. 

Question  No.  6. — Give  the  information  provided  for  in 
Form  C,  as  of  December  31,  1912,  regarding  exchange  rates 
assessed  by  the  respondent. 

Question  No.  7. — Give  the  information  provided  for  in 
Form  D,  as  of  December  31,  1912,  regarding  toll  rates  as- 
sessed by  the  respondent.  If  published  tariffs  showing  the 
information  are  available,  copies  may  be  submitted  in  lieu 
of  the  information  called  for  in  Form  D. 

Question  No.  S. — Give  the  information  provided  for  in 
Form  E,  as  of  December  31,  1912,  regarding  joint  exchange 
rates  with  other  companies. 

Question  No.  9. — Give  the  information  provided  for  in- 
Form  F,  as  of  December  31,  1912,  regarding  joint  toll  rates. 
If  published  tariffs  are  available  showing  the  information 
{including  the  divisions)  copies  may  be  submitted  in  lieu 
of  the  information  called  for  in  Form  F. 

Question  No.  10. — Give  the  information  provided  for  in 
Form  G,  regarding  purchase  of  companies  or. lines. 

Question  No.  11. — Give  the  information  provided  for  in 
Form  H,  regarding  free  service  furnished  during  year  end- 
ing December  31,  1912. 
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Question  No.  12. — Give  the  information  provided  for  in 
Form  I,  regarding  patrons  given  service  for  other  tlian 
standard  rates  for  genera!  public,  during  the  year  ending 
December  31,  1912. 

Question  No.  13. — Give  the  information  provided  for  in 
Form  J,  if  a  percentage  of  the  gross  receipts  of  your  com- 
pany is  paid  for  the  use  of  instruments  and  services. 

Questiov  No.  H. — Give  the  information  provided  for  in 
Form  K,  regarding  telephone  stations  in  use. 

By  a  "telephone  station"  is  meant  a  set  of  instru- 
ments and  the  apparatus  immediately  associated  thure- 
vith  used  for  telephone  cunimuuicution.  The  response 
should  include  subscribers'  stations,  public  pay  stations, 
toll  stations,  stations  connected  with  private  branch 
exchanges,  stations  used  for  company  business,  and  all 
other  stations  maintained  and  operated  by  the  company. 

Question  No.  15. — Give  the  information  provided  for  in 
Form  L,  regarding  companies  acquired  that  retired  from 
business  after  being  purchased. 

Question  No.  16. — Give  the  information  provided  for  in 
Form  M,  as  of  December  31,  1912,  regarding  pole  aaid  wire 
mileage. 

Question  No.  17. — Give  the  information  provided  for  in 
Form  N,  regarding  physical  connections  with  other  tele- 
phone properties. 

Question  No.  18. — Give  the  information  provided  for  in 
Form  O,  as  of  December  31,  1912,  regarding  the  telephone 
plant  of  other  companies  leased. 

Question  No.  19. — Give  a  comparative  balance-sheet  state- 
ment as  of  December  31,  1911,  and  December  31,  1912,  witli 
the  increase  and  decrease  in  each  account.  State  the  ac- 
counts so  far  as  may  be  possible  in  the  order  given  in  the 
Uniform  System  of  Accounts  fi>r  Telephone  Companies  ef- 
fective January  1,  1913,  prescribed  by  the  Interstate  Com- 
merce Commission. 
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Question  No.  20. — Oive  a  statement  of  thi-  cost  or  invest- 
ment in  the  company's  fixed  capital  (or  plant  and  equip- 
ment) as  of  December  31,  1912,  classified  so  far  as  may  be 
possible  in  accordance  with  the  fixed  capital  accounts  (>ios. 
200  to  274)  named  in  the  Uniform  System  of  Accounts  for 
Telephone  Companies,  effective  January  1,  1913,  prescribed 
by  the  Interstate  Commerce  Commission. 

Question  No.  21. — Give  an  income  statement  of  the  le- 
spondent  for  the  year  ending  December  31,  1912,  classified 
so  far  as  may  be  possible  in  accordance  with  the  income 
accounts  (Nos.  300  to  353)  named  in  the  Uniform  System  of 
Accounts  for  Telephone  Companies,  effective  January  1,  1913, 
prescribed  by  the  Interstate  Commerce  ('ommission. 

Question  No.  22. — Give  a  statement  of  the  respondent's  op- 
erating revenues  for  the  year  ending  December  31,  1912, 
classified  bo  far  as  may  be  possible  in  accordance  witli  the 
operating  revenue  accounts  {Nos.  500  to  527)  named  in  the 
Uniform  System  of  Accounts  for  Telephone  Companies,  ef- 
fective Janoary  1,  1913,  prescribed  by  the  Interstate  Com- 
merce Commiasion. 

Question  No.  23. — Give  a  statement  of  the  respondent's  op- 
erating expenses  for  the  year  ending  December  31,  1912, 
classified  so  far  as  may  be  possible  in  accordance  with  the 
operating  expense  accounts  (Nos.  600  to  676)  named  in  the 
Uniform  System  of  Accounts  for  Telephone  Companies,  ef- 
fective January  1,  1913,  prescribed  by  the  Interstate  Com- 
merce Commission. 
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In  re  Destbuction  ok  Recobds. 

Dated  July  24,  1913. 

Destruction  of  Records. 

To  All  Carriers: 

The  attention  of  carriers  is  calletl  to  the  fart  that  all  oinps, 
profiles,  plans,  specificatious,  estimates  of  work,  records  of 
eof^neering  studies,  field  books  and  other  records  pertaining 
to  the  physical  property  of  carriers  subject  to  the  pmvisions 
of  the  Act  to  Regulate  (Commerce,  as  amended,  come  within 
the  prohibition  of  destruction  contained  in  Section  20  of  the 
Act. 

Such  records  should  not  be  destroyed  or  otherwise  disposed 
of  unless  their  destruction  be  specifically  authorized  in  the 
orders  of  the  Commission  in  the  matter  of  the  destruction 
of  records.* 


*Letter  of  the  Commission  issued  July  24,  1913,  over  the  signature  of 
the  SccretatT. 
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State  Railway  Commission. 
Ik  thm  Mattbb  of  the  Application  op  thb  Lincoln  Tblb- 

PHONE  AND  TBLBGHAPH  COMPANY  FOE  PbBMISSION  TO 
OONSOIJDATB  THB  EXCHANGES  IN  LINCOLN  AND  ESTAB- 
LISH Tbmpobaby  Rates  to  bb  Chabobd  fob  Ssbticb. 

Application  No.  1637. 

OisSENTiNQ  Opinion  op  Commissionbb  T.  L.  Hall.* 

Doled  August  30,  ipi3- 
CritictBm  of  Policy  and  Practice  of  Commisaion  and  Ita  Englneera. 
Commissioner  Hall's  criticism  of  the  conclusions  submitted  by  the  Com- 
mission's engineers  and  adopted  by  the  majority  of  the  Commisaion,  is 
directed  primarily  against  the  unit  prices  and  allowances  for  overhead 
charges,,  maintenance  and  depreciation  and  return  to  the  stockholders,  which 
were  used  in  determining  the  reasonableness  of  the  proposed  rates.  The 
past  and  present  policy  of  the  Commission  and  its  engineers  is  reviewed 
and  severely  criticised. 


It  is  pointed  out  that  the  Commission  was  created  for  the  purpose  of 
protecting  the  people  of  the  State  in  the  matter  of  rates  and  service  and 
that  although  the  rates  charged  must  provide  for  all  operating  expenses, 
regardless  of  the  amount  invested  or  the  service  rendered,  on  the  other 
hand,  the  rate  of  return  to  the  investor  shotild  vary  somewhat  with  the 
quality  of  the  service  rendered. 

Anthorisation  of  Securitiea— Protection  of  Purchaaera — Effect  of 

Outstanding  Securitiea  on  Rates. 
It  is  stated  that  the  Stock  and  Bond  Act  of  1W9  specilically  imposes  on 
the  Commission  the  duty  of  protecting  the  purchasers  of  public  Utility 
securities.  Consequently  securities  issued  under  the  Commission's  authoriza- 
tion bear  the  stamp  of  approval  of  the  State  and  the  purchaser  is  justjtied 
in  believing  that  a  careful  investigation  has  heen  made  by  the  Commission. 
Moreover,  outstandii^  securities  directly  affect  rates.  For  these  reasons, 
the  purpose  of  proposed  issues  and  the  application  of  the  proceeds  thereof 
should  be  carefully  supervised. 

*The  opinion  of  the  majority  of  the  Commission  is  printed  in  Commission 
Leaflet  No.  19,  at  page  134.— Ed. 
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Cxpitaliiation  of  Property   PurchsKd— Going  Value — Capitalizatioa   of 

Coit  of  Consolidation— Acquiaition  of  Securitiea  of 

Associated  Companies. 


Accordingly,  before  authorizing  the  issuance  of  securities  i 
with  the  taking  over  of  certain  property  of  the  Nebraska  Telephone  Com- 
pany by  the  Lincoln  company  in  1912,  the  Commission  should  have  scrutin- 
ized the  entire  transaction  and  carefully  investigated  the  cost  of  consolidation 
and  the  financial  condition  of  the  two  companies.  The  inclusion  of  17.5 
per  cent,  for  going  value  in  the  price  paid  at  that  time  becomes  the  immedi- 
ate concern  of  the  people  of  the  State  in  connection  with  the  present  appli- 
cation for  an  increase  in  rates.  Furthermore,  it  is  very  doubtful  whether 
the  cost  of  consolidating  two  old  plant^s  should  be  charged  to  permanent 
capital,  the  proper  method  being  to  set  up  an  amortization  account  to  be 
written  off  out  of  income.  The  authorization  of  stock  for  the  purpose  of 
acquiring  stock  of  associated  companies,  without  careful  investigation  as  to 
the  value  of  such  stock,  was  entirely  wrong,  since  such  stock  may  become 
a  burden  on  the  company  and  its  acquisition  therefore  concerns  the  public 

Duty  of  Comnusaion  to  Require  and  of  Company  to  Supply  Original 
Cost  Data— Burden  of  Proof  as  to  Necessity  of  Increase  in  Rates. 
Commissioner  Hall  stales  that,  contrary  to  its  duty  in  this  respect,  the 
Commission  has  never  acquired  any  sufficient  knowledge  of  the  affairs  of 
the  company  before  authorizing  the  issuance  of  securities  in  the  past,  and 
consequently  does  not  possess  the  information  essential  to  an  equitable 
adjustment  of  rates  in  the  present  instance.  The  impossibility  of  securing 
exact  data  as  to  cost  and  the  necessity  of  adopting  estimates  in  the  present 
case  is  asserted  to  be  directly  due  to  the  practice  of  the  Commission  in 
permitting  the  issuance  of  securities  in  the  past  without  requiring  detailed 
statements  from  the  company  and  without  checking  such  statements  as  were 
tiled.  The  company  has  never  filed  any  detailed  financial  statement  with 
the  Commission  in  the  past  and  in  the  present  instance  was  unable  to  supply 
satisfactory  information  as  to  actual  cost,  but  filed  an  inventory  to  which 
the  Commission's  engineers  applied  certain  unit  costs.  The  engineers'  esti- 
mates were  accepted  bodily  by  the  Commission  without  being  checked  in 
any  respect.  The  burden  is  on  the  applicant  to  show  the  necessity  for  the 
increase  in  rates  and  the  Commission,  in  its  opinion,  holds  that  any  "reason- 
able doubt  as  to  the  proper  action  to  be  taken  •  •  •  should  be  resolved 
in  favor  of  the  public."  In  accepting  its  engineers'  estimates  without  check- 
ing them  against  all  known  facts,  the  Commission  was  derelict  in  its  duty 
and  resolved  the  doubt  in  favor  of  the  company  inasmuch  as  such  estimates 
are  almost  invariably  liberal.  Moreover,  the  company  may  be  presumed 
to  have  known  that  the  Commission  had  the  power  to  demand  at  any  time 
a  full  disclosure  of  all  the  facts  as  to  cost  and  it  could  not,  therefore,  com- 
plain if  the  increase  in  rates  were  denied  since  it  based  its  demands  on 
mere  estimates  and  could  not  show  conclusively  from  its  records  that  such 
an  increase  was  justifiable. 

Overhead  Charges — Interest  during  Construction— Engineering  and 
S  uperintendence— C  ontingencies. 

The  engineers  for  the  Commission   fixed  the  reproduction  cost  new  at 
$1,479,914.60  and  the  present  value  at  $1,098,859,23  and  added  $305,98&27 
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and  $232,559.50  to  the  reproduction  cost  and  present  value,  respectively,  for 
overhead  charges,  to  cover  the  following  items:  1.  Organization.  Adminis- 
tration and  Legal  Expenses;. 2.  Incorporation  Fees;  3.  Occupation  Fees; 
4.  Stationery  and  Printing;  5.  Insurance  on  Properties  before  Income 
Period;  6.  Taxes  on  Property  before  Income  Period;  7.  Interest  on  Money 
Invested  before  Income  Period;  8.  Engineering  and  Superintendence;  9. 
Contingencies,  These  figures  purporting  to  be  17.2  per  cent,  of  the  repro- 
duction cost  and  present  value,  were  accepted  by  the  Commission  as  con- 
servative. It  is  shown  by  Commissioner  Hall  that  the  actual  percentages 
allowed  were  21,7  per  cent,  on  the  reproduction  cost  less  working  capital, 
and  22.6  per  cent,  on  the  present  value  less  working  capital.  This  he  holds 
to  be  altogether  too  much  and  insists  that,  since  the  greater  portion  of  the 
plant  was  built  by  the  applicant,  a  conclusive  showing  as  to  such  expendi- 
tures should  be  required  and  mere  estimates  should  not  be  accepted  without 
the  most  careful  analysis  of  each  item. 

His  examination  of  the  items  shows  that  the  allowance  for  Items  1,  2,  3, 
4,  5,  and  6  are  based  on  arbitrary  assumptions  as  to  the  service  rendered 
and  the  time  consumed; 

Thai  Item  7,  Interest  during  Construction,  is  based  on  the  total  interest 
for  the  whole  period  of  construction,  whereas  it  should  be  computed  at  the 
full  rate  on  the  cost  of  the  initial  plant  for  one-half  the  period  of  construc- 
tion and  the  same  method  applied  to  the  various  extensions ; 

That,  under  Item  8,  10  per  cent,  of  the  cost  of  materials  and  labor  is 
allowed  for  engineering  and  superintendence  and  that  this  allowance  is  too 
high  with  respect  to  materials  but  proper  with  respect  to  labor  which  con- 
stitutes about  40  per  cent,  of  the  construction  value  of  telephone  properties; 

That  the  allowance  of  5  per  cent,  for  Item  9,  Contingencies,  should  have 
been  excluded  in  this  case,  inasmuch  as  the  company  may  be  presumed  to 
have  exercised  great  care  in  preparing  its  inventory  so  as  to  make  the  best 
showing  possible; 

That  the  allowances  for  overhead  charges  made  by  the  Commission, 
amounting  to  $305,988.27  on  the  reproduction  cost,  and  $232,559,50  tfn  the 
present  value,  should  be  reduced  to  $106,484,17  and  $81,881,11,  respectively. 

Unit  PricM. 

A  study  of  the  returns  as  to  reproduction  cost  new  and  present  value 
made  to  the  Commission  by  various  telephone  companies  as  compared  with 
the  values  reported  by  the  Commission's  engineers  after  applying  their  unit 
prices  to  the  companies'  inventories,  shows  that  the  engineers'  valuations 
exceed  the  companies'  claims  with  respect  to  both  reproduction  cost  and 
present  value  by  more  than  28  per  cent.  Hence  it  may  be  assumed  that 
the  unit  prices  applied  to  the  companies'  inventories  favor  the  companies 
too  much  and  that  the  estimates  of  the  engineers  in  this  case  are  at  least 
28  per  cent,  too  high.  The  Commission  should  take  judicial  notice 
of  this  practice  of  its  engineers  and  institute  a  searching  investigation,  since 
the  continued  application  of  the  present  unit  prices  to  the  telephone  prop- 
erties of  the  State  will  result  in  placing  a  grievous  burden  upon  the  people 
of  the  State. 

Allowance  for  Maintenance  and  Depreciation — Depreciation  Reserve, 
i  allowance,  for  current  maintenance  and  depreciation, 
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of  9  per  cent.,  computed  on  the  cost  of  reproduction  new.  including  real 
estate,  working  capital  and  stores  and  supplies,  is  without  precedent  in 
telephone  cases,  and  exceeds  the  amounl  expended  for  such  purposes  by 
the  applicant  in  the  past.  Although  a.11  of  this  allowance  will  doubtless  be 
consumed  in  this  case  on  account  of  the  abnormal  expenses  to  be  met  in 
connection  with  the  three-wire  system  and  the  consolidation  of  the  plants, 
under  normal  conditions  8  per  cent,  computed  on  the  reproduction  cost  new, 
including  real  estate,  working  capital  and  stores  and  supplies,  is  certainly 
sufficient.  The  companies'  failure  to  set  aside  a  depreciation  reserve  may  be 
attributed  to  over  capital) nation. 

Rate  of  Return — Dividend  Rate  dependent  on  Quality  of  Service. 

The  Commission's  provision  for  a  net  return  of  7  per  cent,  to  the  stock- 
holders would  be  proper  if  first  class  service  were  being  rendered,  but  in 
view  of  the  quality  of  the  present  service,  the  company  should  be  con- 
tented with  6  per  cent." 

Opinion. 

Hall,  Oommiseioner  (dissenting) : 

In  thia  matter  before  the  Nebraska  Conuauaiou  I  have 
found  it  mj  dutj  to  vote  in  opposition  to  the  majori^  of  the 
Commission,!  and  since  I  have  tlius  been  unable  to  agree 
with  by  associates,  I  deem  it  but  fair  to  them,  to  the  public 
and  to  myself,  that  I  state  in  a  dissenting  opinion,  the  law, 
the  matter  and  facts  to  my  mind  involved,  and  my  reason- 
ing in  relation  thereto,  that  caused  me  to  so  vote.  And  it 
seems  to  me  not  improper  to  state  to  start  with,  that  it  is 
very  far  from  pleasant  for  me  to  disagree  with  the  majority 
of  the  Commission,  and  it  is  only  after  long  and  earnest 
thought  that  I  so  disagree.  Likewise  I  may  say  that  it  is 
hard  to  vote  against  one's  own  friends  and  acquaintances  of 
years'  standing  in  denying  the  request  of  a  company  among 
whose  officers  and  stockholders  are  many  of  my  personal 
friends,  but  as  I  view  the  matter  there  was,  under  the  facts 
as  I  gleaned  them,  and  the  law  as  I  understand  it,  no  other 
course  left  open  to  me.  Since  I  have  found  it  necessaij  to 
thus  place  myself  in  the  minority,  and  it  has  seemed  to  me 
that  the  difference  between  my  colleagues  and  myself  is  fun- 
damental, it  will  be  necessary  for  me  to  trace  as  briefly  as  pos- 

•  Editor's  headnote, 

tThe  opinion  of  the  majority  of  the  Commission  is  printed  in  Commission 
Leaflet  No.  19,  at  page  134.— Ed. 
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Bible  the  history  of  the  Commisgiou,  the  history  of  the  various 
applications  of  the  Liueoln  Telephone  and  Telegraph  Com- 
pany and  its  predecesfiOTB,  to  the  Oommission,  the  ruling  upon 
said  applications,  and  as  I  see  it,  the  relations  of  all  sutrii 
matters,  and  the  showing  made  in  respect  thereto,  to  the 
present  application.  This  at  best  will  be  a  difficult  matter, 
and  owing  to  the  press  of  business  and  lack  of  time  must  be 
fi-agmentary  and  not  at  all  such  a  complete  and  comprehen- 
sive showing  as  conld  be  wished.  But  I  shall  try  to  set  out 
clearly  why,  under  the  law  and  facts  as  developed  in  this 
hearing,  I  voted  against  the  requested  rise. 

HiSTOBT  OF  THB  COMMISSION. 

The  constitutional  amendment  adopted  at  the  general  elec- 
tion of  19U6  provided  for  the  creation  of  the  Nebraska  State 
Railway  Commission,  and  contained  the  following  provision  : 

".  .  .  The  powers  and  duties  of  such  Commission  sh^ll  include  the 
r^ulatiou  of  rates,  service  and  general  control  of  common  carriers  u  the 
legislature  shall  provide  by  law.  But  in  absence  of  specific  legislation,  the 
Commission  shall  exercise  the  powers  and  perform  the  duties  enunjtrated  in 
this  provision." 

The  legislature  of  1907  (Chap.  90,  Sec.  4,  H.  B.  305),  de- 
fined the  term  "common  carriers",  and  stated  specifically 
what  public  utilities  are  included,  as  follows : 

"The  lerm  common  carriers  as  used  herein  shall  be  taken  to  include  all 
corporationa,  companies,  individuals  and  associations  of  individuals,  their 
lessees,  or  receivers  (appointed  by  any  court  whatsoever)  that  may  now  or 
hereafter  own,  operate,  manage  or  control  any  railroad,  interurban  or  street 
railway  line,  operated  either  by  steam  or  electricity  or  any  other  motive 
power,  or  part  thereof,  or  any  express  company,  car  company,  sleeping  car 
company,  freight  and  freight  line  company,  telegraph  and  telephone  com- 
panies and  any  other  carrier  engaged  in  the  transportation  of  messages  or 
transportation  of  passengers  or  freight  for  hire." 

Thus  the  newly  created  Commission  was  clothed  with  vant 
powers  in  all  matters  pertaining  to  rates,  service  and  general 
control  of  common  carriers,  limited  only  by  specific  acts  of 
the  legislature.  Evidently  the  people  felt  themselves  helpless 
by  the  methods  theretofore  at  hand  to  adjust  their  relations 
to  the  carriers  in  matters  of  rates  or  service,  and  felt  also 
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that  competition  woald  not  adjust  and  regulate  such  matterH. 
The  enumeration  as  above  stated  was  full  and  complete,  but 
had  the  Constitntion  stated  the  powers  aimplj'  thus:  "Ti 
powers  and  duties  of  the  Commission  shall  Include  the  regu- 
lations of  rates,"  surely  by  all  the  ordinary  rules  of  impli- 
cation it  would  of  necessity  have  followed  that  the  Commis- 
sion most  consider  also  service,  fur  there  can  be  no  really 
intelligent  consideration  of  rates  without  at  the  same  time 
a  consideration  of  service.  The  two  are  inseparable.  But 
with  the  fall  enumeration  set  out  above  there  can  be  no 
question  that  the  Commission  has  had  since  1907  full  powers 
to  determine  matters  of  rates  and  service,  and  to  make  such 
roles  and  regulations  as  should  be  necessary  to  that  end. 
Doubtless  it  would  be  necessary  to  establish  a  system  of  ac- 
counting and  to  require  full,  frank  and  complete  informa- 
tion from  the  companies  as  to  the  property  they  had,  its 
cost,  use,  depreciation,  etc.,  all  moneys  received  and  paid 
out  and  for  what,  in  fact  a  complete  showing  of  the  condition 
of  the  company  whose  rates  and  service  are  up  for  considera- 
tion and,  thereafter  the  Commission  should  verify  all  such 
matters  by  its  own  check. 

Thus  the  Commission  was  organized  in  March,  1907,  with 
almost  unlimited  powers  and  with  a  monumental  task  to 
perform.  Probably  those  who  then  composed  the  Commis- 
sion realized  neither  how  great  were  the  powers  of  the  Com- 
mission, nor  how  great  the  task,  and  it  is  no  discredit  to 
them  that  they  did  not,  for  it  was  an  absolutely  new  thing 
in  the  State  of  Nebraska,  they  were  all  entirely  new  to  the 
work,  and  such  also  was  the  case  with  their  assistants. 
Naturally,  one  of  the  first  things,  however,  that  would  be 
suggested  to  the  regulating  body  was  rates,  and  with  that 
at  once  arose  the  question  of  service. 

Thbohy  op  Rates. 

Without  doubt  it  is  thoroughly  understood  by  the  people 
of  Nebraska  that  the  rates  paid  for  service  rendered  to  the 
public  by  a  public  utility  must  be  adequate  under  proper 
and  ordinarily  careful  management  to  pay  all  operating 
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ezpeuses,  current  maintenance,  depreciation,  taxes,  inBor- 
ance,  etc.,  and  above  the  amount  tlius  acquired,  au  additional 
amount  in  order  that  tbus  a  surplus  may  be  created  out  of 
which  dividends  or  interest  may  be  paid  to  those  who  have 
invested  their  money,  property,  or  skill  for  a  public  use. 

By  any  proper  system  of  accounts  the  gross  amount  neces- 
sary for  ail  operating  expenses,  including  current  mainte- 
nance, depreciation,  taxes,  insurance,  etc.,  is  easily  deter- 
mined. And  such  an  amount  should  be  sufflciently  large  to 
keep  the  property  intact  and,  at  tlie  same  time,  pay  good 
wages  and  liberal  salaries,  to  the  end  that  Uie  utility  may 
employ  the  services  of  the  most- efficient  men  within  the 
scope  of  their  employment,  and  to  raise  this  amount  rates 
may  be  made  without  any  reference  to  the  value  of  the  plant, 
or  the  amount  that  has  been  invested  therein,  or  to  the 
amounts  that  investors  are  entitled  to  dividends  upon.  Thus, 
operating  expenses  must  be  secured  regardless  of  service 
rendered,  for  otherwise  the  property  would  depreciate  to  an 
extent  that  service  could  not  be  given  or  proper  employes  se- 
cured. Bat  when  we  come  to  consider  that  portion  of  the 
amount  paid  for  service  which  goes  to  create  a  surplus  from 
which  dividends  and  interest  are  paid,  we  must  consider  the 
service  delivered  to  the  public  and  we  must  know  the  amount 
of  money  that  the  investors  are  entitled  to  receive  returns 
upon,  and  it  seems  but  reasonable  that  the  rate  of  return 
to  the  investors  should  vary  somewhat  with  the  quality  of 
service  that  is  rendered. 

HiSTOBY  OF  Telephone  Company. 

In  March,  1907,  the  Lincoln  Telephone  Company  and  the 
Western  Telephone  Company  were  operating  plants  in  Lan- 
caster County  and  elsewhere  in  the  State.  Doubtless  at  that 
time  an  examination  of  the  books  of  the  companies  would 
have  revealed  the  fact  that  it  would  be  impossible  to  tell 
from  them  the  amount  of  money  the  investors  were  entitled 
to  receive  dividends  up<m.  These  coiiipaniea  were  tlie  pre- 
decessors of  the  Lincoln  Telephone  and  Telegraph  Company, 
and  it  seems  to  me  that  rightly  the  last-named  company  must 
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auBwer  for  the  deeds  of  the  first  two  mentioned  and  must  be 
responsible  for  tbem  to  the  public  and  to  the  Commission. 
At  that  time  the  Commlssioa  would  have  been  practicallj 
compelled  to  resort  to  appraisers  and  estimates  to  determine 
the  Talue  and  amounts  of  money  on  which  the  investors  were 
entitled  to  receive  dividends,  lint  such  is  not  the  case  with 
the  properties  constructed  since  that  time,  for  since  that  time 
it  has  been  possible  to  get  the  facts.  The  Commission  at 
any  time  aince  its  organization  has  liad  the  power  to  demand 
full  disclosures  of  all  facts  in  relation  thereto,-  to  demand 
plans  and  specifications  of  what  has  been  built,  the  cost,  what 
has  been  received  and  how  expended  and  all  related  facts 
thereto,  and  it  is  no  stretch  of  legal  presumption  to  say  that 
the  telephone  company  at  all  times  from  March,  1907,  knew 
this,  and  knew  that  at  any  time  it  could  be  called  upon  to 
make  full  disclosures,  including  a  submission  of  its  books, 
accounts,  vouchers,  and  an  itemized  statement  of  all  moneys 
received  and  paid  out  and  for  what  When  the  facts  can 
be  known  there  is  no  occasion  for  estimates. 

The  following  is  a  case  in  point :  In  re  Bond  Issue  of  New 
York  and  North  Shore  Traction  Company,  N.  Y.  Pub.  8er. 
Com.  Report,  Vol.  3,  page  80.*  In  this  case  the  New  York 
Commission  was  asked  to  follow  as  precedents  certain  rate 
cases  where  the  Commission  has  based  its  determination  to 
a  considerable  degree  upon  the  estimated  cost  of  reproduc- 
tion new,  deducting  depreciation.  The  Commission  would 
not  do  so,  as  shown  by  its  own  words  given  below : 

"1.  In  Ihe  rate  cases  to  which  reference  waa  made,  the  actual  cott  of  the 
existing  property  was  not  known  to  ihe  Commission.  Hence,  in  order  to 
get  some  idea  of  its  value,  the  cost-to-rep roduce-oew-leas-depredation 
was  used  as  one  factor,  bui  not  the  only  factor  . 

2.  The  estimates  made  for  overhead  charges  in  these  cases  were  invari- 
ably liberal,  because,  lacking  definite  information,  the  Commission  did  not 
wish  to  do  injustice. 

3.  There  was  no  intention  or  holding  in  any  case  that  estimates  should 
be  substituted  for  ai'tua!  fads  when  ascertainable.  The  percentages  some- 
what arbitrarily  fixed  must  be  justified  by  tacts  and  experience.  If  thejr 
do  nut  a(!ree  with  actualities,  they  must  be  changed.  Actualities  are  not  to 
be  pruned  or  inflated  to  agree  with  estimates. 

4.  To  follow  the  suKgestions  would  be  to  brush  tacts  aside  and  enter  the 
realm  of  speculation   .      ..      ." 


•Decided  l»y  the  First  District  Commission,  February  13,  1912,  and  printed 
1  Commission  LeaHet  No.  3,  at  page  40. — Ed.  ,,  ^  ..->.,.^ 
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In  the  rate  cases  meutioneil  above,  to  which  tlie  Commia- 
siou's  attention  was  directed,  tlie  properties  under  considera- 
tion were  constructed  long  before  tlie  New  York  Public  Serv- 
ice Commission  was  created,  therefore,  the  Commissiou  was 
compelled  to  resort  to  estimates  as  one  of  tlie  factors  in  arriv- 
ing at  its  conclusion  as  to  tlie  value  of  the  properties  upon 
which  securities  were  to  be  issued,  or  rates  made  for  the 
purpose  of  returning  dividends  to  those  who  had  Luvested 
their  money  in  such  securities.  It  reasonably  follows  that 
when  the  value  upon  which  securities  are  to  be  issued  is 
known,  that  said  value  should  be  the  basis  of  rate-making. 

In  the  case  at  bar,  it  is  true  a  portion  of  the  properties 
In  question  were  constructed  or  purchased  before  the  Ne- 
braska Commission  was  created,  but  since  its  creation  a 
very  large  part  of  the  present  properties  have  been  con- 
structed and  securities  have  been  issued  thereupon  by  au- 
thority of  this  Commission.  And  clearly  when  securities  were 
issued  bearing  the  O.  K.  of  the  State  of  Nebraska  by  the 
Bailway  CommiBsion,  the  Commiesion  would  be  imposing  no 
undue  hardship  upon  the  telephone  company  to  require  it 
to  make  full  and  complete  showing  and  a  detailed  state- 
ment of:  1.  Building  and  Structures;  2.  Exchange  Equip- 
ment; 3.  Telephone  Appliances;  4.  Distributing  System;  5.  ' 
Power  Plant  Equipment;  6.  Shops  and  Power  and  Equip- 
ment; 7.  Connections  to  Customers;  8.  Office  Furniture  and 
Fixtures;  9.  Tools  and  Implements;  10.  Qorees,  Wagons, 
Automobiles,  etc. ;  11.  Stores  and  Supplies ;  and  12.  Land. 
Clearly  the  Commission  had  the  right  to  ask  for  such  showing 
and  I  think  it  was  the  duty  of  the  Commission  to  so  ask. 
And  the  telephone  company,  officered  by  exceptionally  keen, 
efficient,  well-trained  and  far-sighted  men,  knew  that  at  all 
times  they  should  have  their  books  so  kept  as  to  be  able  to 
make  full  and  complete  showing  of  the  company's  property, 
equipment  and  condition,  and  if  they  failed  in  their  duty 
to  the  Commission  and  to  their  own  company,  the  company 
cannot  in  good  conscience  complain  if  it  is  not  given  the 
rise  in  rates  it  desires,  when  it  cannot  from  its  own  records 
show  conclusively  that  it  is  entitled  to  said  rise,  and  when 
asking  the  Commission  to  depend  solely  upon  mere  estimates, 

-- ai'^ 
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which  from  their  verj  nature  tend  tu  shoot  far  above  the 
mark. 

Ever  since  I  came  upon  the  Commission,  I  have  main- 
tained that  auch  detailed  showings  should  be  made  bj  all 
companies  desiring  to  issue  securities,  but  I  have  been  un- 
able to  convince  mj  colleagues  of  the  necessity  of  such  show- 
ings; and  I  have  maintained  also  that  advance  estimateii 
and  plans  and  specifications  should  be  checked  by  the  Coni- 
mission  as  the  work  progressed,  and  that  proper  vouchers 
should  be  furuislied  so  that  the  Commission  should  have  some 
reasonable  assurance  that  the  proposed  work  was  done  as 
promised  and  the  money  expended  for  the  purposes  for  which 
it  was  secured.  If  the  Commission  liad  made  such  require- 
ments at  the  various  times  which  the  telephone  company  or 
its  predecessors  issued  securities  under  the  authority  of  the 
Commission,  it  would  not  now  find  itself  without  a  knowl- 
edge of  the  facts  and  dependent  upon  mere  estimates.  When 
•such  Rhowings  are  required,  the  Commission  will  be  laying  a 
foundation  of  information  sufficient  to  enable  it  to  authorize 
the  issuance  of  securities  in  certain  amounts,  and  at  the  same 
time  will  also  know  the  amount  of  money  upon  which  in- 
vestors are  entitled  to  receive  dividends. 

Tblbphonb  Securities. 

In  this  connection  it  seems  to  me  pertinent  to  this  discus- 
sion to  state  briefly  the  history  of  various  issues  of  securities 
by  the  telephone  company  since  the  Nebraska  Railway  Com- 
mission has  been  in  existence,  issued  under  the  authority  of 
the  CommissioD. 

The  Lincoln  Telephone  and  Telegraph  Company  was  in- 
corporated January  2,  1909,  the  same  year  that  the  legis- 
lature passed  what  is  generally  known  as  the  "Stock  and 
Bonds  Act",  which  act  required  all  public  utilities  to  get  the 
consent  of  the  Commission  before  they  issued  stock,  bonds, 
notes,  or  other  evidences  of  indebtedness  running  for  more 
than  one  year;  and  between  the  date  of  its  incorporation 
and  June  3ft,  lf)Of),  the  day  before  said  Stock  and 
Bonds  Act  became  effective,  the  said  Telephone  Company 
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took  over  the  Lincoln  Telephone  CompaQy  and  the  Western 
Telephone  Company,  both  of  Lincoln,  and  the  New  Home 
Telephone  Company,  of  Beatrice,  and  had  taken  large  stock 
holdings  in  the  Johnson  County  Home  Telephone  Company 
and  the  Crete  Telephone  Company.  Representing  the  above 
properties  there  were  permanent  securities,  notes  and  short 
time  paper  as  follows : 

Capital   stock  $555,425.00 


Lincoln  Telephone  Company,  bonds 

559.000.00 

Lincoln   Telephone   Company, 

preferred 

stock 

120,900.00 

Ten-year  six  per  cent,  notes 

20,000.00 

Long  lime  notes 

65,000.00 

Short  time  paper 

77,000.00 

Accrued  interest  and  dividends 

1.280.42 

Accrued  taxes 

297.99 

Audited  vouchers 

21,222.71 

Sundries 

976.77 

Surplus,  sfx  months  ending  Jii 

ine  30.  1907 

15,553,71 

$1,436,656.60 

These  properties  and  the  outstanding  securities  were  all 
taken  over  on  or  before  June  30,  1909,  and  before  the  going 
into  effect  of  the  above-mentioned  law,  and  although  the 
Commission  had  complete  jurisdiction  and  control  over  such 
matters,  no  showing  was  made  to  the  Commission  nor  a  re- 
quest made  for  the  privilege  of  consolidating  and  taking  over 
said  properties,  and  the  Commission  was  without  knowledge 
as  to  said  transactions. 

But  many  of  these  transactions  took  place  after  the  pas- 
sage of  the  Stock  and  Bonds  Act,  and  it  was  self-evident  to 
any  thinking  person,  and  I  believe  the  Commission  may  rea- 
sonably be  held  to  have  known,  and  surely  the  telephone 
company,  oflBcered  as  suggested  above  by  trained,  educated 
and  experienced  men,  who  had  large  experience  in  the  matters 
of  public  utilities  and  the  relations  of  the  company  to  the 
public,  knew  that  all  of  these  transactions  were  closely  con- 
nected with  and  must  enter  into  any  fair  and  reasonable  ad- 
justment of  rates.  If  the  Commission,  which  we  all  recognize, 
stood  as  a  judge  and  arbiter  between  the  public  on  the  one 
hand  and  the  company  on  the  other  in  all  matter  of  rates  and 
in  all  adjustment  between  them  was  to  say  to  the  public, 

-- ai'-- 
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"You  shall  pay  rates  sufficient  to  take  care  of  all  operating 
•zpenses,  maintenance  and  depreciation,  and  as  well  to  create 
a  Bnrplus  aufficient  to  pay  reasonable  dividends  npon  such 
amounts  of  money  as  rightfully  enter  into  the  development 
of  the  telephone  properties",  then  the  company  in  all  fair 
ness  must  at  all  times  stand  ready  to  make  fall,  fair,  frank 
and  complete  disclosures,  even  to  details,  as  to  all  its  busi- 
ness relations  with  the  public,  as  to  all  moneys  received  and 
how  expended,  and  it  should  be  prepared  to  reasonably  prove 
that  the  business  was  handled,  moneys  received  and  paid 
ont  as  stated. 

Upon  June  30,  1909,  the  company  contented  itself  with 
fliing  with  the  Commission  a  mere  statement  that  it  had 
property  to  the  amount  of  fl,436,656.60,  and  the  Commis- 
sion did  not  require  a  further  showing. 

The  Stock  and  Bonds  Act  above  referred  to  pointed  out 
speclflcally  that  it  was  the  duty  of  the  Commission  to  pro- 
tect the  purchasers  of  stocks  and  bonds  issued  by  public 
QtilitleB.  Under  the  constitutional  provision  which  gave  the 
Commission  jurisdiction  of  rates,  service  and  general  con- 
trol of  common  carriers,  the  Commission  already  has  juris- 
diction of  the  stocks  and  bonds  issued  by  commoD  carriers, 
and  the  Stock  and  Bonds  Act  simply  extended  the  jurisdic- 
tion to  the  stocks  and  bonds  issues  of  all  public  utilities,  in- 
cluding those  not  usually  designated  as  "common  carriers." 
Prior  to  the  passage  of  this  act,  perhaps,  there  was  reasonable 
gponnd  for  some  differences  of  opinion  as  to  the  duty  of  the 
Commission  in  relation  to  such  matters,  but  by  the  act  the 
duty  of  the  Commission  is  set  out  in  no  uncertain  terms. 
Thereafter,  it  became  the  duty  of  the  Commission,  to  know 
the  amount  of  money  invested  in  building  new  plants,  in 
improvements  and  betterments,  and  for  which  the  Commis- 
stoD  is  asked  to  approve  the  issuance  of  securities,  and  to  see 
that  money  was  actually  used  for  the  purposes  stated,  and 
this  not  only  for  the  protection  of  the  purchasers  of  the  se- 
curities of  public  utilities,  but  also  for  the  purpose  of  rate- 
making.  If  such  was  not  the  meaning  of  the  law,  I  can  con- 
ceive of  no  purpose  of  the  law;  indeed  otherwise  the  law 
is  not  only  useless  but  an  instrument  of  positive  harm,  be- 
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canoe  nnder  it  the  stocks  and  bonds  of  public  ntilities  go 
out  to  the  purchasers  bearing  the  stamp  and  approval  of  the 
State  and  he  who  has  no  adequate  means  of  investigating,  is 
justified  in  believing  that  careful,  painstaking  and  efScient  in- 
vestigation has  been  made  by  the  Commission  through  ite 
several  departments  of  the  afiFairs  of  the  utilities,  and  that 
the  Conuoission  knows  that  the  proposed  expenditure  of 
money  is  a  reasonably  wise  one,  and  that  the  money  is  ac- 
tually used  for  the  purpose  stated,  and  used  honestly  and 
rightly.  *If  the  purchaser  believes  that  such  investigation 
is  made,  he  is  thereby  lulled  to  sleep  in  fancied  security , 
thinking  he  is  being  protected  by  the  State  and  does  not  take 
the  care  that  otherwise  he  would  take  to  protect  himself 
and  may  thereby  be  seriously  injured.  This  law  places  an 
onerous  duty  upon  the  Commission  but  it  should  be  done 
rightly  or  not  at  all. 

Under  the  new  law  the  Lincoln  Telephone  and  Telegraph 
Company  made  its  first  application  on  July  9,  1909,  to  the 
Commission,  for  authority  to  issue  $100,000  of  stock.  Omit- 
ting the  preliminary  statement  the  application  contains  a 
brief  statement  as  follows : 

"That  for  the  extension  and  betlerment  of  its  service,  on  and  prior  to 
the  first  day  of  July,  1909,  the  company  had  contracted  to  enlarge  its  terminals 
for  the  handling  of  its  toll  business  in  the  City  of  Lincoln,  which  will  require 
the  expenditure  of  the  following  sums : 

For  additional  toll  board  equipment,  $10,000 

For  extensions  to  its  main  building  to  house  the  same, 

including  real  estate,  25,000 

For  additional  toll  line  leads  in  Lancaster  County,  lOfiOO 

For  additional  loll  line  leads  in  the  counties  of  Gage, 

Johnson,      Pawnee,      Saline,     Jefferson,      Fillmore. 

Thayer,  Nuckolls,  Oay,  Adams,  and  Webster.  50,000 

For  construction  of  a  branch  exchange  in  southeast 

Lincoln,  25,000 

For  general  extension  of  its  local  plant  in  Lancaster 

County,  25,000 


Total  $145,000 

Your  petitioner  further  shows  that  tlic  said  company,  for  the  purpose  of 
providing  a  portion  of  the  funds  required  to  make  said  extensions  has 
authorized  the  sale  of  one  thousand  (1,000)  shares  of  its  stock  at  the  sums 
of  one  hundred  dollars  ($100)  per  share;  that  said  extensions  will  prove 
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profitable  lo  said  company  and  are  necessary  to  enable  it  to  meet  the  re- 
quirements made  upon  it  by  patrons  for  service. 

Wherefore  your  petitioner  prays  that  an  order  shall  be  made  and  entered 
authorizing  it  to  issue  and  sell  one  thousand  (1,000)  shares  of  its  capital 
stock  at  one  hundred  dollars  ($100)  per  share  for  the  purposes  herein  before 
mentioned. 

Lincoln  Telephone  and  Telegbaph  Cohpanv, 
By  Frank  H.  Woods,  President." 
(Affidavit  and  Seal) 

Thereapon  without  further  requirement,  without  plans  and 
specifications  or  other  showing,  without  referring  the  appli- 
cation to  either  the  accounting  or  engineering  departments 
for  check,  but  simply  upon  the  above  statement  of  the  com- 
pany the  Commission  ministerially  and  perfunctorily  issued 
its  order  granting  authority  as  prayed.  (Bee  Application 
No.  79,  Special  Order  No.  556. ) 

On  March  li,  1910,  the  telephone  company  filed  Applica- 
tion No.  755,  for  authority  to  issue  and  sell  its  stock  in  the 
amount  of  f355,800,  for  the  following  purposes : 

"To  cover  amount  of  construction  work  done   since 

July  9.  1909,  in  excess  of  new  stock  issue  $53,800 

To  take  up  short  time  paper  outstanding  July,   1909  77,000 

To    construct    additional    long    distance    circuits    on 
existing  pole  lines  50,000 

For  additional  pole  lines  a.nd  long  distance  circuits  in 

South  Platte  section  of  Nebraska  50,000 

For  new  long  distance  switchboard,  local,  long  dis- 
tance and   farm  lines  in   Gage  County  20,(X)0 

For  additional  telephones  and  central  exchange  equip- 
ment in  Lincoln  50.000 

For  additional  cable,  subway  and  aerial  c 
in  Lincoln  and  Lancaster  County 


Total  $355,800 

The  above  statement  is  sworn  to  by  Mr.  L.  E.  Hurtz,  Gen- 
eral Manager,  and  is  dated  March  12,  1910,  and  on  the  four- 
teenth day  of  March,  1910,  the  very  day  that  said  application 
was  received  by  the  Commission,  the  Commission  issued  its 
order  authorizing  an  issue  in  tb(j  above  amount.  The  order 
contains  a  re-statement  of  the  above  figures  and  then  the 
finding  was  made,  which  is  as  follows : 

"And  it  appearing  to  the  Commission  that  said  Lincoln  Telephone  and 
Telegraph   Company   was   duly   incorporated   under   the   laws   of    Nebraska, 


Appl.  op  Lincoln  Tel.  and  Tbl.  Co.  675 

January  2,  1909,  with  an  authorized  capital  of  two  million,  five  hundred 
thousand  dollars  ($2,500,000).  which  is  divided  into  twenty-five  thousand 
(25,000)  shares  at  par  value  of  one  hundred  dollars  ($100)  each,  of  which 
amount  six  hundred  forty-six  thousand,  four  hundred  seventy-five  dollars 
(|64€,47S)  has  been  issued  and  is  now  outstanding;  diat  the  financial  con- 
dition of  the  applipant  as  of  date  of  January  31,  1910,  is  as  follows: 


Actual  cost  of  plant 

$1,401,755.64 

Building  and  real  estate 

52,649.64 

Furniture'  and  fixtures 

3,122,84 

Bills  receivable 

13,539.90 

Accounts  receivable 

26,212-50 

Stock  of  other  corporations  owned 

55.893.96 

Uaterial  and  supplies  on  hand 

45.706.10 

Cash  on  hand  and  in  banks 

5,457.94 

Other  assets 

6,357.27 

TOTAL  ASSETS 

$1,610,«S79 

Common  stock  issued  and  outstanding 

646,475.00 

Preferred    stock    issued    and    outslandin; 

(Lincoln 

Telephone  Co.) 

142,600.00 

Bonds   (Lincoln   Telephone   Co.) 

559,000.00 

Mortgages  on  real  estate 

10.000,00 

Ten-year  notes 

75.000.00 

Bills  payable 

134,80266 

Accounts  payable 

21,506.04 

Other  liabilities 

565.33 

Accrued    interest    and    dividends 

10,423.58 

Taxes  accrued 

2»mi 

Net  surplus 

7,475.17 

TOTAL  I.IABn,mE3 

?1.610,fi9S.OO 

And  it  further  appearing  to  the  Commission  that  said  proposed  issue  of 
capital  stock  Is  reasonably  refjuired  for  the  acquisition  of  property,  for  the 
construction,  completion,  extension  and  improvement  of  facilities,  for  the 
improvement  of  its  service  and  for  the  discharge  or  lawful  refunding  of  its 
obligations,  as  provided  by  said  Chapter  1((8,  Session  Laws  of  Nebraska 
for  1909  ..     .     ." 

(Following  the  abovn  finding  the  order  follows.)  (See 
order  in  Application  No.  755.) 

Again  as  in  the  fonner  order  granting  the  antlioritj  to 
issue  and  sell  stock  no  plans  and  specifications  of  the  proper- 
ties to  be  bnilt  were  required  of  the  company  by  the  Com- 
mission nor  was  the  engineering  departinent  called  in  to 
check  up  the  properties  or  to  make  estimate  of  the  probable 
cost  of  the  properties  to  be  bailt. 
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Again  on  February  21,  1911,  the  company  filed  its  Appli- 
cation No.  1057  for  authority  to  issue  and  sell  its  stock  in 
the  amount  of  9488,745 : 

"for  the  following  purposes,  to  wit; 

Extensions  to  exchange,  $200,000 

Extensions  to  long  distance  plant,  88.745 

Investment  in  association  companies,  200.000 


Totai  $488,?4S' 

And  again  just  as  in  Orders  Nos.  55  and  755,  above  referred 
to,  the  authority  was  granted  by  the  Commission. 

Again  on  January  8,  1912,  the  Commission  issued  it» 
order  authorizing  the  issuance  by  the  said  applicant  herein  of 
$2,205,730  of  preferred  stock. 

"For  the  purchase  of  property  of  Nebraska  Telephone  Company  in  appli- 
cant's territory. 

For  extension,  consolidation,  betterments,  new  construction  and  payment 
of  indebtedness,  $794,270. 

And  further  for  authority  to  issue  and  sell  its  common  stock  in  the 
amount  of  $350,000,  the  funds  derived  from  said  issue  to  be  used  (or  invest- 
ments in  associate  companies." 

A  step  in  the  right  direction  was  here  taken  in  that  de- 
tailed inventories  of  all  the  properties  taken  over  from  the 
Nebraska  Telephone  Company  were  filed  with  the  Commis- 
sion, but  while  I,  as  the  new  member  of  the  Commission, 
voted  for  the  granting  of  said  anthority,  I  am  frank  to  say 
that  it  was  wrong  for  several  reasons:  1.  The  inventoried 
property  should  have  been  thoroughly  checked,  which  was  not 
done.  As  I  now  understand  it,  the  Lincoln  Telephone  and 
Telegraph  Company  paitJ  the  Nebraska  Telephone  Company 
17.5  per  cent,  for  going  value  or  a  premium,  or  call  it  by  any 
name,  the  price  paid  was  17.5  per  cent,  above  the  value  of  the 
physical  properties. 

Now  it  seems  to  me  that  if  the  Lincoln  exchange  of  the 
Nebraska  Telephone  Company  was  in  a  failing  condition  by 
reason  of  the  rates  beinp  too  low,  tlie  Lincoln  Telephone  and 
Telegraph  Company  knew  that  and  they  would  not  pay  17.5 
per  cent,  premium  for  the  properties  unless  they  at  that  time 
expected  to  go  before  the  Commission  and  ask  for  a  rise 
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in  ratea  safflcient  not  only  to  take  care  of  the  physical  proper- 
tieB  of  that  portion  of  their  combined  property,  but  sufficient 
also  to  take  care  of  the  17.5  per  cent,  premium  that  was  paid 
for  the  purchased  properties.  That  being  true,  the  amount  of 
premium  paid  was  the  direct  business  of  the  people.  The  Lin- 
coln Telephone  and  Telegraph  Company  had  just  as  well  paid 
25  per  cent,  or  50  per  cent  premium  if  it  was  to  be  taken 
care  of  by  a  rise  in  rates  so  far  as  the  company  is  concerned. 
Here  it  was  the  duty  of  the  Commission  to  see  that  the  price 
paid  was  not  more  than  the  people  should  pay  rates  upon. 
Likewise  complete  inventories  and  fall  plans  and  specifica- 
tions of  the  extensions  and  the  amounts  to  be  allowed  for 
consolidation,  betterments,  new  construction,  etc.,  should 
have  been  furnished  and  a  complete  investigation  as  to  what 
created  the  Indebtedness  should  have  been  made,  for  which 
the  $794,270  was  to  be  allowed.  It  is  very  doabtful  to  my 
mind  whether  a  charge  to  permanent  capital  should  be  made 
for  money  spent  in  consolidating  two  old  plants — of  course 
it  takes  money  to  make  such  consolidations,  bat  there  is  a 
vast  difference  between  setting  such  expenditures  up  into  ■ 
what  Is  known  as  an  "amortization  account"  and  gradnally 
charging  the  same  off  out  of  the  operating  income,  and  charg- 
ing it  to  permanent  capital,  the  former  being  the  proper 
method. 

The  issuance  of  $350,000  common  stock  for  purchasing 
stock  in  associated  companies  was  entirely  wrong — and  all 
of  the  authorities  are  against  it,  unless  a  careful  and  con- 
cise investigation  is  made  in  each  particular  case  as  to  the 
valae  of  said  stock.  It  is  apparent  on  the  face  of  it  that 
such  stock  purchase  may  prove  profitable  to  the  purchasing 
company  on  the  one  hand,  or  on  the  other  hand,  it  may  become 
a  great  burden,  and  it  is  the  business  of  the  patrons  of  the 
parchaslng  company  and  the  public  in  general  as  to  whether 
the  utiHty  hardens  itself  with  stock  of  other  companies.  I 
was  assured  by  my  associates  and  the  President  of  the  Lin- 
coln Telephone  and  Telegraph  Company  that  the  issue  would 
have  nothing  to  do  with  rates,  but  now  I  find  that  there 
has  been  an  abnormal  rise  in  rates,  and  that  the  new  ratei^ 
are  sufficient  to  take  care  of  fixed  charges  on  all  of  the  out- 
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standing  preferred  stock  and  bonds  and  7  per  cent,  on  the 
common  stock. 

I  have  gone  into  the  historj  of  the  relationship  of  the 
company  and  the  Commission,  in  order  that,  taking  the  whole, 
a  fairer  determination  would  be  reached,  and  in  spite  of  the 
space.  Such  statement  shows  that  from  the  time  the  Commis- 
sion was  created  down  to  the  present  application  for  a 
rise  of  telephone  rates,  the  Lincoln  Telephone  and  Telegraph 
Company,  or  its  predecessors,  have  never  filed  with  the  Com- 
mission detailed  inventories  or  plans  and  specifications  of  the 
properties  they  proposed  to  build,  nor  have  they  ever  sub- 
mitted to  the  Commission  a  detailed  financial  statement  of 
the  amountfl  of  money  spent  in  the  construction  of  the  various 
properties,  to  the  end  that  the  accounting  and  engineering 
departments  of  the  Commission  could  make  an  intelligent 
check  of  the  same  and  determine  generally  whether  the  money 
supposed  to  have  gone  into  such  properties  had  gone  into 
them.  In  fact,  the  applications  of  the  company  have 
never  been  referred  to  the  said  departments,  and  the  Com- 
mission has  acquired  no  real  knowledge  of  the  affairs  of 
the  company  upon  which  it  could  intelligently  permit  se- 
cnrities  to  be  issued  and  sold  to  the  public,  or  upon  which 
it  could  make  rates  for  telephone  service,  which  would  be 
equitable  alike  to  the  company  on  the  one  hand  and  to  tele- 
phone users  on  the  other. 

During  the  entire  period  from  the  orgauization  of  the  Com- 
mission down  to  the  time  of  the  purchase  of  the  Nebraska 
Telephone  Company  by  the  applicant  herein,  there  was  never 
any  complaint  made  by  the  company  to  the  Commission  that 
rates  were  inadequate.  In  fact  the  company  represented  to 
the  Commission  that  it  was  prosperous;  and  certainly  the 
Commission  never  would  liave  permitted  the  company  to  sell 
to  the  public  over  14,000,000  of  securities,  referred  to  above, 
had  it  known  that  the  rates  charged  meant  the  confiscation  of 
the  money  that  tlie  piiblic  was  paying  for  such  securities. 
In  the  meantime  the  Company  advertised  its  securities  for 
sale  and  represented  to  the  public  that  the  company  was 
prosperous  and  able  to  pay  good  dividends,  and  upon  said 
representations  sold  such  securities.    And  following  the  sale 
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of  Buch  secarities  the  company  did  pay  all  of  its  fixed  charges, 
Interest  on  bonds  and  outstanding  preferred  stock,  and  8 
per  cent  upon  the  common  stock.  It  is  claimed,  howeyer, 
Uiat  nothing  has  been  set  aside  for  a  depreciation  reserve 
(nDd,  bat  it  seems  to  be  certain  that  there  would  hare  been 
a  fund  for  that  purpose  if  all  the  surplus  above  operating 
expenses  had  not  been  paid  out  on  an  over-capitalization. 
Under  these  circumstances,  it  seems  to  me  that  but  one  of 
two  conclnsions  can  be  reached :  1.  Either  that  the  company 
has  made  a  sufficient  amount  to  pay  the  fixed  charges  and 
dividends  referred  to ;  or,  2.  That  the  company  has  sold  stock 
to  tile  public  and  in  return  has  paid  dividituds  upon  the  stock 
out  of  the  very  money  the  public  has  paid  for  the  stock.  If 
the  former  conclusion  be  true,  it  is  difficult  for  me  to  believe, 
DOW  that  the  last  competitor  is  out  of  the  way,  that  snch  a 
marke<l  and  abnormal  rise  is  necessary.  If  the  second  con- 
clusion is  correct,  the  company  has  placed  itself  in  a  very 
embarrassing  position  and  one  in  which  it  is  not  entitled 
to  the  trust  and  confidence  of  either  the  public  or  the  Com- 
mission, and  all  its  acts  and  representations  in  relation  t<> 
the  need  of  a  rise  in  rates  should  receive  the  strictest  of 
scrutiny  by  the  Oommiesion. 

Thus  far  I  have  dwelt  mainly  with  the  history  of  the  com- 
pany in  relation  to  the  Commission,  and  I  have  done  tliis  foi- 
the  reasons  already  set  out.  Now,  I  come  directly  to  Appli- 
cation No.  1637,  wherein  the  Lincoln  Telephone  and  Tele- 
graph Company  applied  for  the  rise  in  rates  in  the  Lincoln 
zone.  Upon  this  application  the  Commission  held  an  exten- 
sive hearing  and  granted  the  company  every  possible  chance 
to  make  showing  why  it  was  entitled  to  the  rise  applied  for, 
and  the  company  appeared  by  ita  officers,  its  attorneys,  local 
and  otherwise,  and  its  experts,  brought  its  books  and  en- 
deavored in  every  way  to  make  a  showing  why  it  was  en- 
titled to  the  rise  requested.  And  after  the  Commission  had 
listened  patiently  for  days  it  found  itself  absolutely  at  sea 
as  to  the  real  facts  in  the  matter,  and  without  the  informa- 
tion it  needed  and  could  have  had  if  it  had  started  in  time 
and  laid  the  foundation  an  suggested  above,  and  as  the  ma- 
jority opinion  suggests,  helpless  to  get  the  information  from 
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the  books  of  the  company.  Indeed,  the  company  was  unable 
to  show  how  much  money  had  gone  into  its  plant  and  the 
rarious  portions  thereof,  and  how  it  had  expended  the  fnuds 
received.  Thus  helpless  after  the  hearing,  the  Commission, 
by  its  majori^,  fell  back  upon  the  estimates  of  its  engineers 
as  to  the  value  of  the  property  and  accepted  such  estimates 
bodily.  In  the  unhappy  position  in  which  it  found  itself,  the 
Conunissiou  must  of  necessity  have  depended  much  on  the 
estimates  of  its  engineers,  but  in  my  opinion,  such  estimates 
should  have  been  checked  with  all  known  facts,  and  since  the 
telephone  company  was  the  applicant,  in  all  fairness  the 
burden  was  upon  it  to  prove  the  necessity  for  the  rise,  and 
where  possible  it  was  up  to  it  to  show  real  conditions,  and 
where  there  was  doubt  as  to  the  facts  it  seems  to  me  that 
ordinarily  such  doubt  should  be  resolved  in  favor  of  the  pub- 
lic. For  the  Commission,  in  speaking  of  itself,  has,  on  page 
&  of  its  order  denying  a  continaance  in  this  case,  said : 

''It  has  been  at  all  times,  and  is  now,  thoroughly  imbued  with  the  accepted 

doctrine  that  where  conflicting  interests  arise  between  the  common  carrien 
on  the  one  hand  and  the  public  on  the  other,  the  Commission  acts  as  the 
epecial  representative  of  the  public  in  safeguarding  the  interest  of  the  public, 
and  that  where  a  reasonable  doubt  exists  as  to  the  proper  action  to  be  taken 
by  the  Commission  determining  such  conflicting  interest,  it  should  be  re- 
solved in  favor  of  the  public." 

But,  notwithstanding  this  statement  of  record,  when  the 
applying  'phone  company,  with  its  superior  opportunity  for 
knowledge,  could  not  make  a  clear  and  complete  showing 
tor  the  rise  asked,  the  Commission  permitted  it  to  say,  "We 
do  not  know,"  and  then  had  the  engineers  of  the  Commission 
make  an  estimate,  the  acceptance  of  which  by  the  Commis- 
sion, in  my  opinion,  amounts  to  resolving  the  doubt  in  favor 
of  the  Company,  for  snch  estimates  are  almost  universally 
liberal  so  as  to  be  sufficient  and  not  to  do  injury. 

Now,  do  not  misunderstand  me,  I  do  not  wish  in  any  wise 
to  cast  my  shadow  of  doubt  on  the  integrity  of  our  engineer- 
ing department.  I  believe  that  the  department  acted  in  good 
faith,  and  that  whatever  of  fault  I  liave  to  find  with  its  esti- 
mates is  with  the  metliods  employed  and  conclusions  reached, 
rather  than  with  the  engineers.  And,  as  suggested  above,  I  be- 
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lieve  aacli  estimates  should  be  only  one  method  of  determina- 
tion, and  should  be  thoroughly  checked  by  all  known  facts, 
and  in  not  doing  so  it  seems  to  me  the  Oummission  was 
derelict 

Now  I  wish  to  take  up  as  briefly  aa  possible  the  estimates 
as  furnished  the  Commission,  and  to  point  out  some  of  the 
matters  in  which  I  think  them  wrong.  The  Commission's 
engineers  made  an  appraisal  of  the  property  of  the  Lincoln 
Telephone  and  Telegraph  Company,  and  of  the  Nebraska 
Telephone  Company's  properties,  in  what  is  known  as  the 
Lincoln  zone,  which  includes  exchanges  at  Lincoln,  Uni- 
versity Place,  Bethany,  College  View,  Havelock,  Waverly, 
Davey,  Malcolm  and  Baymond,  as  of  the  date  of  June  30, 
L912,  and  thereafter  added  to  it  the  extensions  and  better- 
ments that  were  made  from  that  time  to  the  time  of  the  hear- 
ing, revising  their  report  so  as  to  consolidate  into  one  report 
their  estimates  of  the  consolidated  properties  after  the  pur- 
chase of  the  Nebraska  Telephone  Company  by  the  applicant 
herein. 

The  applicant  made  a  complete  inventory  of  all  its  prop- 
erties in  the  said  zone  and  filed  it  with  the  Commission  as 
a  basis  npon  which  the  rise  in  rates  was  asked.  The  said  in- 
ventory is  divided  into  eight  main  divisions  which  are  as 
follows: 

1.  Bight  of  way  and  real  estate 

2.  Buildings  and  flxtores 

3.  Central  office  equipment 

4.  Bub-station  equipment 

5.  Distribution,  line  construction 

6.  Tools,  vehicles  and  utensils 

7.  Stores  and  supplies 

8.  Transportation  of  men 

To  these  properties  the  engineers  applied  certain  unit 
prices  which  included  an  estimated  cost  of  all  material,  labor 
and  construction  and  for  what  ie  commonly  termed  the  boss 
on  the  job. 
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The  sum  total  of  the  value  of  ail  physical  properties  of 
tjie  plant  was  found  to  be  reproduction  new,  aa  follows: 


Lincoln  exchange 

$l,33ft93254 

University  Place  and  Bethany  exchange 

67.333.70 

College  View  exchange 

19,886.66 

Havelock  exchange 

27,136.79 

Waverly  exchange 

4,677.01 

Davey  exchange 

15.534.79 

Malcolm  exchange 

12,114.15 

Raymond  exchange 

New 

Value 

2,298.96 

Total  Reproduction 

$1,479,914.60 

The  engineers  likewise  found  tliat  the  total  present  value 
of  all  ita  tangible  properties  wek  |1,0!)8,859.23. 

OVERHEAU  CHABGES. 

To  these  values  the  engineers  added  arbitrari];  certain 
allowances  for  what  are  termed  overhead  charges.  These 
fall  under  No.  9  and  include  the  following : 

Item  1.  Organization,  administration  and  legal  expenses; 

Item  2.  Incorporation  fees ; 

Item  3.  Occupation  fees; 

Item  4.  Stationery  and  printing; 

Item  5.  Insurance  on  properties  l>efore  income  period; 

Item  6.  Taxes  on  pniperties  In-fore  income  period; 

Item  7.  Interest  on  money  invested  before  income  period; 

Item  8.  Engineers  and  superintendence; 

Item  9.  Contingencies. 

The  total  of  these  nine  items,  under  main  division  No.  9, 
Overhead  Charges,  amounts  to  reproduction  new  value 
1305,988.27,  and  present  value  f232,.158.60.  These  amounts 
were  added  to  the  reproduction  new  value  and  to  the  present 
values,  respectively,  wliich  brouglit  the  total  values  up  to; 

Physical  properties,  reproduction  new  $1,479,914.60 

Reproduction   new   overhead   charges  305,98827 

Total  $1,785,902.87 

Present  value  of  physical  properties  $1,098,859.23 

Present  value  of  overhead  charges  232.559.50 
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The  CommiBsioQ  sajs  on  page  6'  of  the  opinion  as  printed 
and  published  by  the  teleplione  company,  that: 

"The  taking  of  testimony  developed  considerable  controversy  with  re- 
gard to  the  question  of  general  expense  items  entering  into  the  values,  and  " 
this  controversy  was  apparently  founded  on  the  suspicion  that  the  amounts 
allowed  for  general  expense,  or  so-called  overhead  items,  was  excessive. 
The  Comnussion  is  convinced  that  the  amount  of  17,2  per  cent,  for  general 
expenditures  allowed  by  our  engineers  is- conservative  .  ." 

And  then  refers  to  other  commissions  and,  of  course,  we  will 
take  for  granted  that  tlie  Commission  means  to  make  this 
calculation  upon  the  same  basis  that  the  commissions  do 
that  are  being  quoted.  A  careful  analysis  of  the  facts  re- 
veals the  fact  that  it  is  not  17.2  per  cent,  that  has  been  al- 
lowed, but  a  much  higher  percentage.  Mr.  Sloan  and  all 
the  experts  certainly  could  not  have  made  a  very  careful 
check  independently  of  each  other  because  they  all  agreed  at 
the  time  of  the  hearing  that  17.2  per  cent,  was  the  per  cent, 
allowed,  and  that  it  was  the  proper  per  cent,  to  allow  in 
this  case.  The  Commission  found  that  the  reproduction  new 
of  all  the  physical  properties  of  the  plant,  less  workinj^  cii) 

tal,  was   11,410,067.88 

and  that  the  reproduction  new  value  of  the  over- 
head charges  was *   305,988.27 

.  An  application  of  the  ordinary  rules  of  percentage  reveals 
the  fact  that  the  percentage  alloweil  on  the  reproduction 
new  basis  is  21.7+  per  cent. 

The  Commission  has  also  found  that  the  present  value  of 
all  the  physical  properties,  less  working  capital,  was 

11,029,012.51 
and   that  the   present  value  of   the   overhead 

charges*  allowed  was f    232,559.50 

and  again  I  find  that  the  percentage  allowed  on  the  basis 
of  the  present  value  is  22.6  per  cent.  In  other  words,  the 
actual  amounts  allowed  for  overhead  charges  on  the  basis 
of  reproduction  new  is  f63,453.01  more  than  the  17.2  per 
cent.,  and  the  actual  amount  allowed  on  the  basis  of  the 
present  value  is  1^55,566.64  more  than  the  17.2  per  cent. 


•See  Commission  Leaflet  No.  19,  at  page  141.— Ed. 
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The  maximnm  amoDDt  that  would  be  allowed  by  the  Wis- 
consin CominiBsion  in  such  cases  is  12  per  cent,  which,  in  this 
case,  on  the  basis  of  the  reproduction  new,  would  amount 
to »169,208.04 

We  have  allowed »305,988.27 

or  1136,780.23  more  than  the  12  per  cent,  allowed  by  the 
Wisconsin  Commission. 

On  the  basis  of  the  present  value  the  12  per  cent-allowed 
by  the  Wisconsin  Commission  would  amount  to. .  .fl23,181.44 

The  amount  allowed  is |232,559.5U 

or  1109,078.06  more  than  the  12  per  cent,  allowed  by  the 
Wisconsin  Commission. 

It  seems  to  me  that  tliis  is  entirely  too  great  an  allowance. 
It  is  true  that  there  are  wide  differences  among  the  authori- 
ties as  to  such  charges,  and  while  some  allow  part  of  sncli 
items,  other  authorities  exclude  them.  But  I  believe  that  I 
am  supported  by  the  great  weight  of  authority  that  21.7 
per  cent,  upon  a  reproduction  new  value  and  22.6  per  cent 
upon  present  value  is  too  great  an  allowance  and  that  part 
of  the  items  should  not  be  allowed,  or  should  be  greatly 
pnmed. 

In  the  case  of  Cumberland  Telephone  and  Telegraph  Com- 
pony  vs.  Gitj/  of  Louisville,  Circuit  Court,  U.  8.>  Western 
District  of  Kentucky,  April  25, 1911, 187  Federal  637,  6i7; 

"'Overhead  charges'  consist  of  expenses  much  of  which  were  incurred 
long  ago.  Probably  these  expenses  may  have  aided  very  materially  in  in- 
creasing the  present  value  of  the  plant.  The  present  value  we  must  ascer- 
tain, but  it  doea  not  follow  that  'overhead  charges'  as  a  separate  item  should 
be  included  as  such.  It  seems  to  us  that  they  are  too  intangible  to  be 
Bvaitable  for  that  purpose  .  ." 

Poster  in  his  work  ou  "Engineering  Valuation  of  Public 
Utilities  and  Factories,"  page  20,  in  discussing  overhead 
charges  says: 

''.  .  .  .It  is  a  question  in  the  writer's  mind  if  engineers  are  not  carrying 
overhead  charges  to  extremes,  for  in  many  cases  of  actual  charges  to 
properties  constntcted,  when  strict  account  has  been  kept,  the  total  of  items 
that  may  have  been  considered  chargeable  to  this  account  is  very  much  less 
than  the  percentage  frequently  used.  A  study  of  the  cost  of  street  railways 
as  shown  in  the  reports  of  the  Massachusetts  Railroad  Commission  will 
aid  very  much  in  determining  the  true  percentage  to  charge.    These  items 
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are  all  examined  by  the  commissioners  before  being  allowed  ns  overhead 
charges,  anil  in  a  great  majority  of  cases  are  ci)arged  again>:t  the  roa<lway 
division  of  accounts,  no  charges  of  any  similar  nature  appearing  against 
any  other  division.  The  sum  of  all  the  items  that  could  be  counted  as  over- 
head charges  in  the  twenty-five  million  dollars  spent  for  the  equipment  of  the 
New  York  subway  amounted  to  less  than  6  per  cent.  This  included  interest 
during  construction,  insurance,  engineering,  taxes  and  all  contingencies. 
It  is  time  for  engineers  to  bring  forward  actual  figures  for  these  items,  actual 
expenditures  for  overhead  charges,  for  at  present  they  seem  to  be  far  too 
high — even  those  offered  by  the  most  expert  engineers." 

Let  me  remind  joii  asain  that  the  Nebraska  engineers 
have  allowed  more  than  21  per  <:ent.  for  overhead  cUiirficH. 

The  same  autliority,  pajre  21,  (piofinp  fnHii  H,  P.  Gil- 
lette's report  on  the  original  cost  of  the  Washington  I'ail- 
roada: 

"One  result  of  the  persistence  of  H.  P.  Gillette  in  collecting  original  costs 
of  the  Washington  railroads  is  that  the  overhead  charges  are  revealed  in 
their  true  value,  as  will  be  seen  from  the  following  table: 

Overhead  Cbarces  as  Determiked  from  the  Books  and  Accounts  of 
Oricihal  Cost  of  the  Railroads  in  the  State  of  Washi.vgton  bv  H.  P. 

GiLLKUK." 

'(Items  including  engineering,  general  expenses,  legal  expenses, 
interest  during  construction,  bond  expense,  taxes  and  undistributed 


MtLES 

OVERHEAD  CHARGES 

Great  Northern 

954.81 

627  per  cent. 

Great  Northern 

488. 

8.74  per  cent. 

W.  and  Great  Northern 

83.9 

7.91  per  cent. 

F.   and   S.   R'y. 

32.3 

7.17  per  cent. 

S.  and  N.  R'y. 

131.5 

9.75  per  cent. 

N.  P.  R.  R. 

1.645. 

21.25  per  cent 

0,  R.  and  N. 

501. 

8.63  per  cent. 

Here  it  will  be  noted  that  in  one  inBtance  the  overhead 
charge  is  21.25  per  cent.,  but  the  average  is  but  10.045  per 
cent.,  whereas  our  engineers  have  allowed  in  the  case  under 
consideration  21.7  per  cent,  upon  the  reproduction  new  value 
and  22,6  per  cent  upon  the  present  value. 

The  majority  of  the  Commission,  in  claiming  that  17.2  per 
cent,  for  overhead  charges  is  conservative,  lias  quoted  to  a 
considerable  extent  from  an  address  by  Mr,  Erickson,  of  the 
Wisconsin  Commission,  but  Id  this  connection,  let  me  call 

•The  tatle  following  is  a  summary  of  the  one  contained  in  "Engineering 
Valuation  of  Public  Utilities  and  Factories."— Ed. 
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attention  to  the  recent  case  of  City  of  Miltraukee  tr.  the  Hil- 
icaukee  Electric  Railway  and  lAght  Company,  11  W.  R.  C,  R. 
1,"  wherein  the  Wisconsin  Commission  apecifit-allj  states 
that  it  has  never  made  allowance  for  overhead  charges  of  over 
12  per  cent  In  the  case  of  the  Lincoln  Gas  and  Electric 
Light  Company  vs.  City  of  Liticoln,  182  Fed.  926,  928,  April 
6,  1909,  the  coart  allowed  bnt  7.7  per  cent,  for  overhead 
chaises.  In  the  case  at  bar,  the  Nebraska  Commission  is 
allowing  on  the  basis  of  reproduction  new  for  overhead 
charges,  21.7  per  cent,  and  on  the  basis  of  the  present  valne, 
22.6  per  cent  In  the  case  of  Hill,  et  at.,  vs.  Antigo  Water 
Company,  3  Wisconsin  Railroad  Commission's  Reports,  623, 
decided  on  Aagust  3,  1909,  the  Commission  has  allowed  10 
per  cent  for  overhead  char^res.  Permit  me  to  call  attention 
to  the  fact  that  in  this  case  tlie  Wisconsin  Commission  has 
specificallj  set  ont  the  figures  and  the  per  cent,  for  overhead 
charges,  which  is  calculated  upon  the  value  of  the  physical 
properties  of  the  plant  as  allowed  by  the  Commission,  after 
deducting  working  capital.  See  also  State  Journal  Printing 
Company,  et  al.,  vs.  Madison  Gas  and  Electric  Company,  -1 
Wisconsin  Railroad  Commission's  Reports,  501,  540;  In  re 
Fond  du  Lac  Water  Compnny,  5  Wisconsin  Railroad  Com- 
mission's Reports,  482^  500.  Now,  I  am  not  for  a  minute 
contending  that  no  allowance  should  1)6  made  for  overhead 
charges,  but  I  do  insist  that  where  the  greater  portion  of  the 
properties  were  built,  and  are  now  owned  and  controlled, 
by  the  parties  now  asking  for  an  abnormal  rise  in  rates, 
they  should  Imj  compelled  t<»  make  a  conclnsive  simwing  aw  to 
such  expenditures,  tliat  before  mere  e-sstimates  are  accepted 
by  the  Commission  each  item  should  lie  subjected  to  the  most 
careful  analysis. 

As  to  the  items  under  No.  9,  space  will  not  permit  and  I 
will  not  undertake  to  discuss,  in  relation  to  each  separate  ex- 
change, the  methods  used  or  all  the  items  allowed  for  overhead 
charges,  but  will  discuss  some  of  the  items  as  they  apply  to 
the  Lincoln  excliange,  the  reasoning  being  tlie  same  as  to 
all  exchanges. 


*The  syllabus  of  this  case  prepared  by  Ihe  Wisconsin  Railroad  Commission 
s  printed  in  Commission  Leaflet  No,   14,  at  page  197.— Ed. 

■■■"■■ 1>'^ 
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Vaeious  Items  op  No.  9. 

Item  1  is  for  organization,  adminiBtration  and  legal  ex- 
penses, and  the  Commission'B  engineers  arbitrarily  assume 
for  the  purpose  of  their  appraisal  that  it  took  two  years  to 
construct  the  Lincoln  exchange  before  a  dollar  of  revenue 
came  in  from  'phone  users.  They  further  assume  that  an 
official  organization,  administrative  forces  and  lawyers 
would  be  required  during  the  entire  two-year  period.  They 
therefore  apply  for  this  item  an  arbitrary  of  2  per  cent,  on 
all  the  physical  properties,  which  for  the  Lincoln  exchange 
alone  on  the  reprodoction  new  amounts  to  (26,618.64,  and 
upon  the  entire  property  in  the  Lincoln  zone  to  |29,598.2S. 
(In  giving  these  figures  it  will  be  noted  that  they  are  not 
technically  the  proper  ones  to  use,  I)ccaase  after  such  figures 
were  given  a  certain  amount  of  deductions  were  made  ou 
account  of  toll  duplications,  and  tliese  figures  would  be  re- 
duced proportionately,  but  my  final  total  figures  are  the 
totals  of  all  these  figures  after  said  deductions  have  been 
made.)  The  Commission  lias  no  evidence  before  it  as  to 
the  time  required,  but  I  feel  certain  that  it  was  less  than 
two  years,  and  it  should  not  be  difficult  of  determina- 
tion, and  the  applying  company  now  has  under  its  control 
all  the  books  and  records  of  this  company  and  its  predecessors 
and  makes  no  showing  justifying  such  an  allowance.  Simple 
good  faith  on  the  part  of  the  company  would  demand  a  show- 
ing to  entitle  it  to  the  allowance  of  such  sums. 

Items  2  and  3  are  for  incorporation  and  occupation  fees 
paid,  and  the  estimate  allows  f856  for  the  Lincoln  exchange. 
If  such  a  sum  were  paid  it  should  justly  lie  charged  to  capital, 
but  the  fact  should  be  easy  of  determination,  and  the  burdeu 
is  upon  the  company  to  show  it. 

Item  4  is  for  stationery  and  printing,  anil  here  the  engi- 
neers adopt  an  arbitrary  of  one-half  of  one  per  cent,  on  all 
tangible  properties  of  the  company  within  the  zone,  amount- 
ing the  Lincoln  exchange  to  96,654.66,  and  in  the  zone  to 
f7,399.57.  Again,  the  company  makes  no  showing  of  auy 
such  expenditures. 

Item  5  is  for  insurance  prior  to  the  income  period,  and  here 
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again  it  is  aRsnmed  that  it  would  take  two  years  to  coDBtmct 
the  exchange,  and  that  an  insnrance  charge  to  capital  should 
be  made  for  that  time,  and  allowance  on  the  property  in  the 
Lincoln  exchange  ia  made  at  f2,096.]7.  As  suggested  above,  I 
believe  the  time  too  loug  and  easily  determinable  and  no 
showing  is  made  by  the  company  to  justify  it. 

Item  6  is  for  taxes  and  H^^ain  arbitrarily  the  time  is  fixed 
at  two  years,  without  a  showing  by  the  company,  and  an 
allowance  of  $5,311.51  is  charged  to  capital. 

Item  7  is  for  interest  on  money  invested  during  construc- 
tion and  before  the  income  period.  Here  again  the  two-year 
period  is  assumed,  and  it  is  assumed  that  ail  the  money  in- 
vested lies  idle  from  the  time  of  the  investment  until  the  end 
of  the  two-year  period.  Of  course,  interest  should  be  allowed 
on  the  money  paid  out  during  the  period  of  construction 
and  equitably  should  he  computed  at  the  full  annual  rate  for 
one-half  of  the  period  of  construction.  Doubtless  it  was 
necessary  for  the  engineers  to  adopt  some  set  period  as  a 
construction  period  and  apply  interest  accordingly,  and  per- 
haps with  right  they  may  be  permitted  to  say  that  it  is  no 
business  of  theirs  to  go  into  the  history,  but  if  that  should 
be  admitted  for  the  sake  of  argument,  even  under  those  cir- 
cumstances, if  the  duty  does  not  fall  upon  the  engineers,  then 
the  accounting  department  of  the  commission  should  make 
the  computation,  and  if  the  company  shows  that  a  certain 
portion  of  its  plant  was  built  in  a  certain  period  of  time 
then  tbe  full  annual  interest  should  be  computed  on  the 
amount  spent  for  one-half  of  the  period.  Of  course,  as  a 
matter  of  fact,  neither  the  properties  of  the  Lincoln  Tele- 
phone and  Telegraph  OompaBy,  nor  of  any  other  company, 
were  constructed  at  one  time.  They  were  rather  constructed 
by  piece-raeal.  That  is,  the  initial  plant  is  constructed  and 
immediately  upon  its  completion  the  "operating  income 
period"  bejjins,  then  another  section  of  the  extension  to  I  he 
plant  is  completed  and  the  income  period  on  it  begins,  and 
so  on.  Under  such  conditions  it  is  equitable  to  compute  in- 
terest and  charge  it  to  capital  in  some  such  way  as  follows: 
Compute  interest  on  the  money  that  went  into  the  initial 
plant  at  the  full  rate  for  one-half  the  time  of  its  construe- 

— a'^ 
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tion,  and  so  on  witb  the  various  extensions.  This  would 
call  for  exact  information,  which  the  company  should  without 
question  be  able  to  give.  Usually  in  such  plants  the  longest 
period  of  construction  is  of  the  initial  plant,  because  real 
estate  has  to  be  purchased,  central  office  building  and  central 
office  equipment  constructed,  and  during  this  time  certain 
lines  are  constrncted  and  put  into  service  as  soon  as  a  central 
is  completed.  Now,  once  more  I  am  not  contending  that  no 
interest  should  be  allowed  for  the  period  of  construction  for 

1  believe  an  allowance  shonld  be  made,  but  only  upon  such 
amounts  and  for  such  items  for  which  a  reasonable  showing  is 
forthcoming.  Below  are  some  cases  where  such  interest  has 
been  entirely  disallowed : 

Lincoln  Oas  and  Electric  Light  Co.  vs.  City  of  Lincoln, 
supra;  People  ex  rel.  New  York,  C.  and  W.  Railway  Co.  vs. 
Shaw,  143  App.  Div.  (N.  Y.)  811 ;  128  N.  Y.  Sup.  177. 

This  last  case  was  decided  in  March,  1911,  and  in  it  the 
court,  speaking  by  Judge  Kellogg,  says : 

"  •  •  •  we  may  say  in  passing  that  the  item  of  interest  was  properly 
rejected  by  the  court  as  speculative  in  amount  and  unsupported  by  the 
evidence.  "  ■  ■  There  is  no  substantial  basis  upon  which  the  item  of  interest 
may  be  computed.  •  *  *" 

lo  the  case  of  Mayhew  vs.  Kings  County  lAgkting  Company 

2  N.  Y.  P.  S.  C,  First  District,  659,  687,  October  20,  1911, 
the  following  is  the  rule  laid  down: 

"As  to  interest  and  taxes,  a  close  estimate  can  be  made.  Not  more  than 
eighteen  months  would  he  required  to  construct  so  much  of  the  plant  as 
might  be  necessary  for  the  beginning  of  operation,  according  to  the  testi- 
mony of  the  engineers  of  the  company.  This  ilocs  not  mean  that  the  whole 
undertaking,  with  all  its  lines,  from  the  very  beginning  to  the  end,  would 
be  built  in  that  period,  but  that  the  equated  period  would  not  exceed  that 
time.  The  period  of  construction  of  the  initial  unit  practically  determines 
the  limit.  .'\s  soon  as  an  operating  unit  and  a  few  lines  are  completed, 
operation  of  that  portion  may  begin,  and  when  operation  may  begin  the 
construction  period  for  that  portion  ends  and  when  the  construction  period 
ends,  interest  and  taxes  may  no  longer  be  charged  to  construction  cost. 
They  then  become  charges  against  income  and  should  be  paid  out  of  operating 
income.  As  other  lines  are  built  and  additions  made,  it  is  proper  to  charge 
interest  upon  them  to  capital,  but  only  until  the  property  is  ready  for  use, 
provided  good  management  has  been  had  throughout.  Thus,  the  equated 
period  becomes  not  the  time  from  the  initiation  of  the  idea  to  the  comple- 
tion of  the  last  remote  branch  (that  may  be  many  years  or  decades),  but 

— a'^ 
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the  whole  weighted  average  time  for  the  completion  of  each  operating  unit, 
due  allowance  being  made  for  the  cost  of  such  unit.  A  pure  average  is 
not  correct,  for  the  amount  of  interest  to  be  paid  has  relation,  not  merely 
to  the  period,  but  to  the  cost  of  the  work.  •  •  •  •" 

Id  the  caae  of  the  applicant  herein,  an  exchange  of  2,800 
'phones  waa  begnn  in  April  and  completed  in  October  of  the 
same  year  and  placed  in  service.  Thus,  applying  the  in- 
terest rate  to  this  period,  interest  should  be  computed  on  the 
snm  so  invested  at  the  full  rate  of  one-half  the  period,  or  in 
this  case  to  about  three  months  or  about  one-fourth  of  the 
estimated  allowance  of  our  engineers,  which  allowance  the 
Commission  accepted.  I  do  not  have  at  hand  the  data  as  to 
the  construction  of  the  various  extensions  of  the  plant,  hut 
in  all  probability  they  did  not  exceed  the  initial  period,  ex- 
cept for  the  construction  of  the  new  central  building,  which 
I  am  credibly  informed  has  taken  atmut  one  year.  Bo,  even  if 
the  amount  allowed  by  the  engineers  as  interest  on  money  in- 
vested during  the  period  of  construction  were  reduced  one- 
half,  I  believe  that  even  then  the  allowance  would  l)e  entirely 
in  favor  of  the  company,  and  it  seems  to  me  the  same  line  of 
reasoning  will  apply  equally  as  well  to  taxes  and  insuranre. 
I  would  also  reduce  the  item  allowed  for  printing  50  per  cent. 

We  are  now  come  to  Item  8  of  No.  9,  which  is  an  allowance 
for  engineering  and  sHperintendence.  The  Commission^ 
engineers  take  an  arbitrary  of  10  per  cent,  on  the  value  of 
all  material  and  labor  of  the  sub-station  eiiiiipment,  includ- 
ing party  branch  ewitchboai-ds  and  subscribers'  stations, 
distribution  exchange  lines,  etc.  I  believe  the  allowance  both 
too  high  and  too  extended.  For  inntance,  I  cannot  conceive 
of  an  occasion  for  an  allowance  of  10  per  cent,  for  engineering 
and  superintendence,  for  the  purchase  of  materials,  such  as 
a  carload  of  poles  or  a  carload  of  wire,  and  many  other  such 
examples  might  be  given  if  time  and  space  permitted.  Un- 
der this  item,  8,  on  a  rejircHluotion  new  value  of  J972,83rK3H 
for  thp  Lincoln  exchange  at  10  per  rent,  allowance  to  over- 
head charges  is  thus  made  of  $!)7,2M3.5-1  and  in  the  same  way 
is  added  to  the  present  value  an  allowance  of  f73,935.49. 
About  40  per  cent,  of  the  value  of  all  telephone  properties 
construction  is  made  up  of  the  labor  element,  and  upon  that 
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I  deem  it  perfectlj  proper  to  add  an  allowance  of  10  per  cent 
for  engineering  and  superintendence  for  all  Buch  construc- 
tion work.  In  the  case  at  bar  this  woald  reduce  Item  8  on 
reproduction  new  to  (40,686.17  and  on  present  value  to  f  30,- 
922.03. 

Item  9  of  No.  9  is  an  arbitrary  allowance  of  5  per  cent,  on 
all  the  physical  properties  set  out  in  Nos.  1  to  8,  inclusive, 
above,  for  contingencies  and  omissions.  Aa  to  such  an  allow- 
ance there  is  much  difference  of  opinion  among  the  authori- 
ties, some  not  allowing  it  at  all,  while  others  make  allow- 
ances for  the  same.  The  Wisconsin  Commission,  in  leading 
cases  decided,  has  allowed  3  per  cent.,  while  the  Oklahoma 
Commission  has  excluded  it  entirely.  As  shown  above,  the 
Nebraska  Commission  allows  the  applicant  5  per  cent.  When 
the  Lincoln  Telephone  and  Telegraph  Company  filed  its  ap- 
plication for  a  rise  in  rates,  the  Commission  required  a  com- 
plete inventory  of  all  its  physical  properties,  and  as  sug- 
gested above,  this  inventory  was  for  a  basis  for  rates.  Under 
these  circumstances  I  think  it  but  natural  that  the  company 
would  have  been  careful  to  leave  out  nothing  and  to  mn 
the  showing  up  just  as  large  as  possible,  and  surely  the 
company  was  in  little  danger  of  leaving  out  anything  with  its 
skilled  engineers,  statisticians  and  accountants,  or  of  not  get- 
ting the  value  of  its  property  high  enough.  But  after  such 
inventory  has  been  filed,  the  Commission's  engineers  prac- 
tically say  to  the  company,  "You  really  must  Iiave  more 
property  than  you  think  you  have  and  we  will  allow  you 
5  per  cent,  more  so  that  nothing  is  missed."  To  my  mind 
this  is  reducing  it  to  an  absurdity,  upon  which  further  com- 
ment is  unnecessary,  and  I  would  accordingly  entirely  ex- 
clude Item  9  of  No.  9.  In  fact,  the  inventory  and  return  of 
the  company  should  be  subjected  to  most  careful  scrutiny 
in  order  that  the  Commission  may  know  that  there  is  not  only 
the  amount  of  property  claimed,  but  that  it  is  of  the  quality 
and  age  represented.  We  would  thus  have  the  items  under 
No.  9,  as  found  by  the  engineers,  reduced  to  the  following 
amounts  for  the  entire  Lincoln  zone: 
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KEPRODUCTION   NEW 

PEESEKT    VALU 

JU.799.1S 

$12,895.31 

896.00 

886.00 

240.90 

178.48 

3,699.22 

2,74305 

l.0?8.45 

813.28 

2,656.78 

1,988,97 

42.427.50 

31.453.99 

40,686.17 

30,92203 

1106,484.17 

$81,881.11 

The  totals,  as  allowed  by  the  CommissioD,  for  these  items, 
are: 


V  PRESENT    VALUE 

$305,988.27  $232,599.50 

The  company  and  our  own  departments  agree  that  it  is 
impossible  from  the  books  of  the  company  to  tell  the  amonnt 
of  money  that  has  actaally  gone  into  the  new  plant  and  how 
mnch  has  gone  into  replacement  of  old  parts;  but  at*  t)ie 
same  time  our  engineers  profess  to  be  able  to  tell  from  those 
very  same  books  or  from  some  other  source,  the  ages  of 
the  different  component  parts  of  the  plant.  I  confess  that 
I  am  unable  to  see  how  they  did  it,  because  if  it  were  jwr- 
sible  to  know  the  age  of  each  particular  part  of  the  plant,  then 
yon  would  also  know  when  that  particular  part  of  the  plant 
was  constrneted,  and  it  would  be  known  whether  it  was  a 
construction  which  was  an  extension  and  betterment  to  the 
plant  or  whether  it  was  a  replacement.  It  seems  to  me  if  one 
could  he  told,  the  other  could  be  as  easily  ascertained,  but  lack 
of  space  prohibits  further  discussion  of  the  matter. 

Unit  Pbicbs. 

Now  to  this  complete  inventory  of  the  physical  properties 
in  the  Lincoln  zone  of  the  applicant,  as  mentioned  above, 
the  Commission's  engineers  applied  what  are  known  as  nnit 
prices  to  all  the  material  and  labor  shown  in  said  inventory, 
and  thereby  found  the  value  of  all  said  physical  properties 
reproduction  new  to  be  f  1,479,914.60,  and  the  present  valne, 
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f  1,098,859.23,  as  repeatedly  set  out  above.  Now  it  must  ap- 
pear at  once  that  it  is  extremely  important  what  tliese  unit 
prices  are,  for  they  are  the  constant  multiple  applied  to  the 
various  kinds  of  items,  and  as  thus  adopted  bare  been  ap- 
plied to  the  'phone  system  of  the  State,  and  it  seems  to  me 
should  be  tested  out  most  critically  to  see  if  they  are  the 
right  ones.  I  cannot  take  up  the  unit  prices  separately,  but 
they  have  seemed  to  me  to  be  too  high  and  to  overbalance 
in  faror  of  the  companies.  The  Commission  has  on  file  the 
complete  inventories  and  sworn  statements  of  a  large  num- 
ber of  telephone  companies  throughout  the  State,  in  which 
inventories  the  said  companies  are  required  to  make  com- 
plete showings  as  to  their  properties,  and  to  make  state- 
ments as  to  the  reproduction  new  value  and  the  present  value 
of  their  properties,  and  these  statements  are  under  oarh. 
One  would  natnrally  think  that  under  the  circumstances  the 
companies  would  make  such  statements  as  favorable  to  them- 
selves as  is  consistent  with  the  truth.  When  these  inventor- 
ies are  received  the  Commission's  engineers  apply  their  nnit 
prices  to  the  various  items  and  make  returns  to  the  Com- 
mission as  to  the  reproduction  new  value  of  the  properties 
and  to  the  present  value  of  the  same.  Now,  it  would  seem 
that  a  study  of  the  returns  of  the  companies 'as  compared 
with  the  findings  of  the  engineers  would  throw  some  light  on 
the  matter  of  unit  prices.  Of  course,  i  cannot  give  any  great 
nnmber  but  those  that  have  been  chosen  at  random,  and  I 
believe  are  fairly  representative  of  the  entire  State.  In  the 
comparison  below  the  reproduction  new  value  is  above  and 
the  present  value  below. 


Burchard  TeL   Co. 


Magnet  Independent  Tel.  Co. 


Palisade  Tel.  Co. 


Monroe  Tel.  Co. 


Southeast  Nebraska  Tel.  Co. 


COMPANY 

ENGINEERS 

$12,460.07 
9,398.14 

$17,769.11 
13.209.45 

4,480.25 

7,S09.49 
S,62S.06 

not  given 
2.656.00 

3.935.33 
3.4S0.43 

SO.10O-OD 
2S.SS6.S0 

72.498.48 
52,016.07 

IS4,644.7S 
123.0S1.1S 

171,748.56 
129,356.32 

,,„ 

18,965.92 
14.886,49 

30,362,55 
24,352.62 

not  given 
94,449.96 

124.469.79 
101.618.43 

2,380.50 
1,304.20 

3.148,82 
2,410.50 

4,004.00 
3,16925 

7,687.17 
5,206.35 

not  given 
4,787.78 

10.140.03 
7,836.89 

4,12&03 
2,536.16 

9,555.79 
6,938.41 

38,685.66 
20,342.06 

54,741,07 
40,708,77 
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Stanton  Independent  Tel.  Co, 
.Auburn  Tel.  Co. 

Farmers'  and  Merchants'  Tel.  Co.,  Julian 
Farmers'  Mutual  Tel,  Co..  Howe 
Farmers'  Tel.  Co.,  Alexandria 
Hickman  Tel.  Co. 


Thus,  the  total  reprodtictioii  new  value  of  tlie  above  prop- 
erties, an  foumi  ity  t)ie  engineers,  is  cuiiipared  witli  tlio»e 
of  the  companies.  It  will  be  noted  that  a  part  of  tlie  ooni- 
paniee  have  not  piven  their  reprcMluction  new  value,  or  at 
least  have  pven  but  one  value,  and  in  such  cases  I  have  not 
wunted  that  value  on  either  side  of  the  ecdumn.  The  en- 
gineers' reproduction  new  value  of  the  above  properties 
amounts  to  |875,021  plus.  The  companies'  valuation  is  |2!)0,- 
830,  The  engineers'  value  exceeds  that  of  the  companies  by 
184,191,  which  makes  the  engineers'  repnxluction  new  value 
something  over  28  per  cent,  more  than  the  companies'  sworn 
value.  We  also  find  the  engineers'  present  value  at  (hese 
properties  to  be  |392,724,  and  the  companies'  present  value 
to  be  f306,fil2,  engineei-s'  valaation  exceeding  by  $86,112. 
Here  again  we  find  that  the  engineers'  valuation  exceeds  the 
companies'  sworn  value  by  something  over  28  per  cent. 

Now,  I  am  not  contending  that  the  above-mentioned  sworn 
returns  of  these  companies  situated  throughout  the  State  are 
the  true  valuations  of  their  properties,  and  if  said  compa- 
nies were  applying  for  authority  to  issue  stocks  and  bonds 
or  for  the  purpose  of  fixing  rates,  I  would  think  it  the  duty 
of  the  Commission  to  have  the  properties  carefully  checked 
and  the  showing  analyzed,  but  I  do  feel  certain  that  if  said 
showings  were  accepted  by  the  Commission  the  companies 
would  not  be  injured,  and  when,  as  found  here,  the  Com- 
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miHsiou's  eogineers  make  findings  more  than  2$  per  cent. 
Mgher  than  tlie  claims  of  the  companies  as  to  both  repro- 
duction new  and  preeeut  values,  it  seems  to  me  that  it  sliould 
cause  any  reasonable  man  to  stop  and  think  and  that  the 
Commission  should  take  judicial  notice  of  the  fact,  and  that 
a  searching  inTestlgation  should  be  made  to  find  the  diffi- 
culty. For,  if  the  Commission  continues  to  apply  the  pres- 
ent "unit  prices"  to  the  'phone  system  over  the  State,  it 
will  thereby  be  laying  a  grievous  burden  upon  the  people 
of  the  State,  and  in  my  opinion  be  subjected  to  very  severe 
criticism.  The  same  system  was  used  in  determining  the 
value  of  the  properties  in  the  Lincoln  zone,  and  if  I  am  cor- 
rect in  my  reasoning,  our  engineers  are  at  least  28  per  cent 
too  high.  In  dividing  the  reproduction  new  value  as  found 
by  the  engineers  by  1.28,  we  have  $1,705,907.74  -i- 1.28  equals 
11,395,240  as  the  reproduction  new  value,  and  dividing  the 
present  value  as  found  by  the  engineers  by  1.28,  we  have 
fl,331,418.73-^1.28  equals  fl,040,170  plus,  as  the  depreciated 
or  present  value  of  the  property. 

Now,  going  to  the  question  of  operating  expenses,  I  am 
of  the  opinion  that  these  cannot  be  correctly  attcertained  at 
the  present  time  on  account  of  the  chaotic  condition  of  the 
business  during  the  process  of  combining  the  two  plants,  and 
that  the  correct  amount  can  only  be  determined  after  the 
plant  is  running  under  normal  conditions.  The  Commission 
has  allowed  9  per  cent  on  the  reproduction  new  value  of  the 
plant  for  current  maintenance  and  depreciation,  and  here 
I  wish  to  say  that  tliere  is  a  vast  difference  as  to  whether 
the  9  per  cent,  is  figured  on  the  reproduction  new  value  or 
upon  the  present  value  of  the  plant.  In  some  of  the  leading 
cases  the  present  value  is  used  for  making  the  estimatefi 
for  maintenance  and  depreciation,  after  deducting  real  es- 
tate and  stores  and  supplies.  However,  it  makes  no  differ- 
ence whether  a  certain  per  cent,  is  calculated  upon  the  pres- 
ent value  after  deducting  real  estate  and  stores  and  supplies, 
to  raise  a  definite  sum  of  money  to  take  care  of  such  items, 
or  a  smaller  per  cent,  is  calculated  upon  the  larger  value, 
but  I  have  been  unable  to  find  a  precedent  in  telephone  cases 
where  9  per  cent  has  been  allowed  upon  the  reproduction 
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new  value,  iocluding  real  estate,  working  capital  and  stores 
and  supplies.  From  the  authorities  that  I  have  examined 
I  am  convinced  that  the  allowance  1b  above  the  normal  and 
it  is  much  atwve  the  amounts  that  the  applicant  has  spent 
in  the  past  for  such  purposes.  However,  I  think  it  ib  gen- 
erally admitted  that  there  are  abnormal  conditions  that  will 
have  to  be  taken  care  of.  For  instance,  the  three  wire  ^s- 
tem  will  have  to  come  from  somewhere.  Other  abnormal 
expenses  will  have  to  be  met,  that  hare  not  as  yet  been  taken 
care  of,  by  reason  of  the 'consolidation  of  the  two  plants,  and 
I  have  no  doubt  but  that  the  9  per  cent  will  be  all  used  on 
account  of  such  extra  expenses.  But  under  normal  condi- 
tions 8  per  cent,  when  calculated  upon  the  reproduction 
new  value  including  real  estate,  working  capital  and  stores 
and  supplies,  is  certainly  snf&cient  Beal  estate  does  not 
depreciate;  the  new  central  building  not  more  than  2  per 
cent;  the  underground  conduits  not  more  tiian  2  or  3  per 
cent,  and  so  an  allowance  of  9  per  cent  for  current  mainte- 
nance and  depreciation  leaves  a  very  large  amount  to  take 
care  of  the  more  depreciable  property,  such  as  poles,  cross- 
arms,  wire,  instruments  on  the  walls,  etc.  8  per  cent,  will  re- 
produce any  plant  in  its  entirety  in  a  period  of  twelve  and  a 
half  years. 

One  case  quite  comparable  to  the  one  at  bar  in  the  matter 
of  operating  expenses,  including  taxes,  insurance,  cur- 
rent maintenance  and  depreciation,  is  that  of  the  Cumber- 
land Telephcaie  and  Telegraph  Company  vs.  Gity  of  Louis- 
ville, supra.  The  value  of  the  property  involved  in  that  case 
is  much  greater  tlian  the  property  of  tlie  Lincoln  Telephone 
and  Telegraph  Company  in  tlie  Lincoln  zone,  exclusive  of 
full  lilies,  and  in  that  case,  after  a  careful  study  of  all  oper- 
ating expenses,  including  taxes,  insurance  and  current  maiu- 
tenance  and  depreciation,  tlie  court  allowed  f23,664.27  per 
year,  while  the  Nebraska  Commission  in  the  case  at  bar  al- 
lowed for  the  same  items  ?265,04fl.82  on  a  much  smaller 
property. 

Tlie  Commission  has  allowed  the  applicant  7  per  cent  in- 
terest as  a  net  return  to  the  stockholder  and  with  this  I 
would  have  no  criticism  to  make  if  the  company  were  de- 
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livering  flrst-clasa  commercial  service  to  its  patrons,  bat  if 
the  service  is  to  be  considered  then  I  think  the  company 
should  be  content  with  6  per  cent,  net  return  after  all  op- 
erating expenses,  taxes,  insurance,  losses,  current  mainte- 
nance and  depreciation  have  been  paid  for  out  of  the  operat- 
ing income,  and  I  think  the  Commission  should  hesitate  to 
make  such  an  abnormal  rise  in  rates  that  the  stockholder  may 
receive  7  per  cent,  net  unless  there  was  no  doubt  that  the 
company  was  capable  of  dellTering  flrst-class  service  to  its 
patrons. 

As  has  already  been  pointed  out,  the  Commission  has  said 
as  a  matter  of  record : 

■'It  has  been  at  all  times  and  is  now  thoroughly  imbued  with  the  accepted 
doctrine  that  where  conflicting  interests  arise  between  the  common  carrier 
on  the  one  hand  and  the  public  on  the  other,  the  Commission  acts  as  the 
special  representative  of  the  public  in  safe-guarding  the  interests  of  the 
public,  and  that  where  a  reasonable  doubt  exists  as  to  the  proper  action  to 
be  taken  by  the  Commission  determining  such  conflicting  interest,  it  should 
be  resolved  in  favor  of  the  public." 

In  the  light  of  this  very  praiseworthy  sentiment,  let  us 
take  a  brief  review  of  what  the  Commission  has  done  in  the 
present  case. 

It  surely  did  not  act  as  the  special  representative  of  the 
public  in  perfunctorily  and  ministerially  allowing  the  appli- 
cant to  issue  more  than  four  millions  of  securities;  and 
sorely  it  did  not  resolve  the  doubt  in  favor  of  the  public  when 
it  allowed  |305,988.77  to  be  added  to  the  physical  property 
value  for  overhead  charges,  which  amounts  to  approximately 
22  per  cent,  on  the  physical  properties,  while  authorities 
place  such  allowance  at  12  per  cent,  or  less.  Most  certainly  the 
Commission  did  not  resolve  the  doubt  in  favor  of  the  public 
when  it  accepted  tit  toto  the  value  of  the  applicant's  property 
as  determined  by  the  estimate  of  the  Commission's  engineer- 
ing department,  when  slight  investigation  of  the  records  of 
the  Commission  would  show  that  said  engineers  were  plac- 
ing the  telephone  properties  of  the  State  at  an  amount  about 
28  per  cent,  greater  tlian  the  property  owners'  own  sworn 
statement  placed  tliem.  Once  more  the  Commission  did  not 
resolve  the  doubt  iu  favor  of  the  public  when  it  allowed  9 
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per  cent  of  the  reproduction  new  value,  incloding  real  es- 
tate, working  capital  and  stores  and  supplies  for  current 
maintenance  and  depreciation,  wlien  it  is  mnch  above  the 
normal.  Once  more  the  Commission  did  not  resolve  the 
donbt  in  favor  of  the  public,  when,  taking  into  consideratioD 
the  fact  that  service  must  be  considered  in  making  rates 
sufficient,  not  only  to  pay  all  operating  expenses,  current 
maintenance,  depreciation,  insurance,  etc.,  but  above  these 
amounts  a  sum  sufficient  to  pay  7  per  cent,  net  dividends  to 
those  who  have  invested  their  money,  property  and  skill  to 
the  public  use,  it  found  that  the  service  was  92  per  cent, 
perfect  In  brief,  these  are  some  of  the  reasons  why  I  could 
not  consent  to  the  request  of  the  applicant  herein.  Neither 
time  nor  space  permit  me  to  develop  the  matters  referred 
to  as  they  should  be  set  out  for  a  proper  understanding  and 
I  fear  that  in  some  places,  owing  to  the  brevity  of  statement 
I  may  be  misunderstood,  but  I  trust  tliat  in  the  main  I  have 
made  myself  clear.  Througliout  the  opinion  there  have  beeu 
underlined  portions  in  the  quotations  given;  very  largely 
they  are  my  own  and  do  not  appear  in  the  originals. 

I  most  profoundly  hope  that  there  is  nothing  in  what  I 
have  said  that  will  do  injury  ta  any  one,  for  I  have  under- 
taken to  discuss  tliis  matter  in  a  spirit  of  candor  and  wish- 
ing to  do  equity  to  the  company  on  the  one  hand  and  the 
public  on  tlie  other,  but  tliis  is  a  matter  in  which  the  public 
is  vitally  interested,  and  it  has  a  riglit  to  know  why  its  rep- 
resentatives take  the  position  tlicy  do,  so  I  feel  that  I  am 
eimply  doing  my  duty  in  discusBing  tlie  matter  as  I  see  it 

Dated  August  30,  1913. 
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Corporation  Conunission. 

Municipal  League  of  Phoenix  vh.  Pacific  Oas  and  Et.EcrrRic 
Company,  a  CM>RroRATioN. 

Docket  No.  1. 

Dei-ided  June  z$,  igij. 

Unreaionable  and  DiBcriroinatoTj  Rates— Valuation  of  Property. 

Qimplaint  alleging  that  the  rates  charged  for  gas  and  electricity  in  the 
City  of  Phoenix,  by  the  Pacitic  Gas  and  Electric  Company,  were  unreasonable 
and  excessive. 

Diacrimination  in  Rate*— Service  at  Less  than  Cost. 

With  respect  to  discrimination  between  patrons,  admitted  by  the  defendant, 
it  was 

Held:  That  there  are  both  constitutional  and  statutory  prohibitions  against 
discrimination  which  is  less  excusable  than  the  exaction  of  excessive  rates; 
that  a  utility  is  not  justil^ed  in  rendering  service  to  any  of  its  patrons  at 
less  than  cost 

Dnt7  of  ConunisBion   in  Determining  Reasonableness  of  Rates — Fair 
Value  of  Property — Pair  Rate  of  Return— Value  of  Service  to  Public. 

Htld:  That  it  is  the  duty  of  the  Commission  to  ascertain  the  value  of  the 
property  of  public  service  corporations  and  to  prescribe  and  enforce  rea- 
sonable rates; 

That  the  questions  to  be  determined  are  r 

1.  What  is  the  (air  value  of  the  property  employed  in  serving  the  public? 

2.  What  is  a  fair  rate  of  return  to  be  earned  on  this  value? 

3.  What  is  the  service  reasonably  worth  to  the  public? 
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Origiiul  Cost-^''Co8t"  and  "Value" — Effect  of  Monopoly  on  "Value"— 
Effect  of  Regulation  on  "Value." 

Held:  That  original  cost,  when  determinable,  is  an  element  to  be  con- 
sidered in  valuing  public  service  properties,  but  is  not  the  sole  or  controlling 
dement;  that  "cost"  and  "value"  are  to  be  distinguished,  "cost"  being  the 
total  amount  expended,  "value"  being  the  present-day  worth  of  the  property 
under  prevailing  conditions,  to  be  determined  by  inventory  and  appraisal; 

That  a  plant  enjoying  a  monopoly  and  free  from  regulation  by  govern- 
mental authority  might  be  worth  more  upon  the  basis  of  earning  capacity 
than   one   subject   to   competition   and   governmental    regulation. 

Value  of  Abandoned  and   Superseded   Property. 

Held:  That  it  would  be  manifestly  unjust  to  the  public  to  include  in  the 
valuation  abandoned  and  superseded  property  which  is  no  longer  used,  use- 
ful or  necessary  for  the  service  of  the  public,  and  that  the  value  of  such 
property  should  have  been  written  off  through  the  setting  aside  of  a  reserve 
for  depreciation. 

Anticipation   of   Future   Development. 

Held:  That  the  company  should  not  be  penalized  for  installing  equipment 
of  greater  capacity  than  present  need  requires  in  anticipation  of  the  growth 
of  its  gas  business,  and  that  such  would  be  the  effect  of  including  in  the 
valuation  only  the  value  of  a  plant  adequate  for  the  existing  demand  in- 
stead of  the  actual  value  of  the  existing  plant. 

Appreciation  of  Real  Estate. 

The  Commission   included  the  appreciated   value  of   the  company's  real 


The  Commission  refused  to  make  any  allowance  for  going  value  on  the 
ground  that  it  was  not  shown  that  the  owners  had  suffered  any  loss  either 
in  building  up  the  business  or  through  inadequate  returns  on  the  value  of 
the  plant. 

Overhead  Allowance. 

Twelve  per  cent,  on  the  present  value  of  the  depreciable  property  was 
allowed  for  overhead  charges  instead  of  twenty  per  cent,  as  claimed  by  the 
company,  the  Commission  pointing  out  that  "in  a  locality  free  from  frosts 
and  freezing,  severe  storms,  where  soil  and  climatic  conditions  are  uniform, 
the  hazards  of  construction  or  contingencies  would  be  less  than  where  the 
reverse  conditions  obtain." 

Coat  of  Producing  Power   Leas  than  Coat  of  Purchased  Power. 

Although  it  was  shown  that  it  cost  the  company  more  to  purchase  power 
than  it  would  cost  it  to  generate  its  own  power  and  the  Commission  held  it 
questionable  whether  any  utility  can  justify  the  purchase  of  power  at  a 
cost  greater  than  that  for  which  it  can  produce  it.  the  rates  fixed  were 
not  predicated  on  the  lower  cost  in  this  case. 
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SaUriet  of  Executive  and  Supervising  Officers. 

The  Commission  suggested  that  economies  might  be  effected  by  reducing 
the  salaries  paid  the  executive  and  supervising  officers. 

Replacement  Value— Present  Value— Depreciation. 

The  Commission  found  both  the  replacement  value  and  the  present  value 
of  the  property.  The  total  present  or  depreciated  value  adopted  by  the 
Commission  was  $511,234.69,  as  compared  with  $563,033.89  submitted  by  the 
company.  The  difference  was  partly  accounted  for  by  the  diSereace  in  the 
methods  of  computing  depreciation,  the  compajiy  using  the  same  flat,  ar- 
bitrary percentage  for  most  items,  whereas  the  Commission  used  annual  per- 
centiles varying  with  the  different  items. 

Rate  of  Return— Reatriction  of  Competition — Protection  by  Commiaaion 
of  Return  Allowed— Company's  Share  of  Economies  in  Operation. 

Held:  That  the  Commission  will  not  permit  competing  plants  to  enter 
territory  already  occupied  by  plants  rendering  adequate  service  at  reasonable 
rales,  and  that  the  resulting  elimination  of  undue  competition  is  a  factor 
to  be  considered  in  determining  the  rate  of  return  to  be  allowed ; 

That  the  Commission  will  see  that  the  company,  under  proper  operation, 
earus  the  rate  of  return  fixed,  and  if  experience  proves  that  the  established 
rate  is  not  being  earned,  the  rates  charged  consumers  will  be  increased; 

That  8  per  cent,  is  a  reasonable  rale  of  return  in  this  case; 
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Refund  of  Overcharges  and  Collection  of  Undercbargea. 

The  company  was  directed  to  refund  charges  collected  since  September 
1,  1912.  in  excess  of  the  rales  fixed,  and  to  collect  the  necessary  sums  from 
>,  since  that  dale,  had  paid  less  than  the  rales  tixed,* 


APPEAEANCEa  : 

L.  T.  Var/wntcr,  Asaiatant  Attornev-dreiicral,  for  the  Stale. 
VhalmerH  and  Kent  for  defendant. 


April  30, 1912,  the  Municipal  League  of  Plioenix,  an  unin- 
corporated  association,   complained    that  the  rates   of  de- 

*Editor'3  headnote 
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fendant  for  electricity  and  gas  were  uDJttst,  nnreawiiialtle 
and  exceBHive,  The  Public  Service  Corporation  Act,  Ciiapter 
90,  approved  May  28,  1912,  provides  by  Section  No.  00: 

"that  no  complaint  shall  be  entertained  by  the  Commission,  except  upon 
its  own  motion,  as  to  the  reasonableness  of  any  rates  or  charges  of  any 
gas,  electrical,  water  or  telephone  corporation,  unless  the  same  be  signed 
by  the  mayor  or  a  majority  of  the  council,  commission,  or  other  legislative 
body  of  the  city  or  town,  if  any,  within  which  the  alleged  violation  oc- 
curred, or  not  less  than  twenty-live  consumers  or  purchasers,  or  prospective 
consumers  or  purchasers,  of  such  gas,  electricity,  water  or  telephone  service." 

June  15,  1912,  complainant,  by  petition,  withdrew  its 
original  complaint  and  substituted  tlierefor  one  signed  by 
the  required  numl>er  of  consumers  or  purchasers,  or  pro- 
spective consumers  or  purchasers,  of  gas  and  electricity, 
wherein  the  defendant's  raten  and  charges  for  electricity 
and  gas  were  challenged  as  being  unreasonable  and  excessive. 

The  schedule  of  rates  filed  April  15,  1912,  by  the  defend- 
ant (hereinafter  referred  to  as  tlie  company),  in  compliance 
with  the  Commission's  Oeneral  Order  No.  2,  requiring  all 
public  service  corporations  to  file  schedules  of  their  rates 
and  charges,  was  as  follows: 

EixcTRic    Lighting. 

10  cents  per  k.  w.  hour  on  all  classes  of  business  houses. 

12  cents  per  k.  w.  hour  on  all  residences. 

Minimum  bill,  $1.00  per  month. 

These  rates  are  net 

Territorial  Asylum,  a  special  rate  on  lighting  as  follows : 

First   1,000  k.  w 9  cents  per  k.  w.  hour 

Second  1,000  k.  w 8  cents  per  k.  w.  hour 

Third   1,000  k.w 7  cents  per  k.  w.  hour 

Balance    '. 6  cents  per  k.  w.  hour 

United  States  Indian  School,  a  Hat  rate  of  5  cents  on  all  lighting. 
Contract  for  lighting  the  city  arcs  and  incandescent  street  lights  at  S  cents 
per  k.w.  hour. 

Electric  Poweb  Service. 
One  h.  p.  motor : 

First  22  k.w lOccnte 

Second  22  k.w Scents 

Third  22  k.w 6  cents 

All  over 4  cents 

Minimum  bill,  $2.00 
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Two  h.  p.  tnotor: 

First  44  k.w 10  cents 

Second  44   lew Scents 

Third  44  k.w 6  cents 

Alt  over 4  cents 

Minimum  bill,  $2.00    . 
Three  h,  p.  motor  ^ 

First  67  k.  w 10  cents 

SecoDd  67  k.w Scents 

Third   67   k.w 6  cents 

All  over 4  cents 

Hinimnm  bill,  $3.00 
Four  h, p.  motor: 

First  89  k.w 10  cents 

Second  Klk.w 8  cents 

Third  89k.w 6  cents 

AU  over 4  cents 

Minimum  bill.  HOO 
Five  h. p.  motor: 

First    111   k.w 10  cents 

Second  111   k.w Scents 

Third    111    k,w 6cents 

All  over 4  cents 

Minimnm  bill,  $5.00 

On  larger  installations  the  rate  is  determined  by  the  size  of  the  installa- 
tion, the  load  factor,  the  number  of  hours  run,  whether  in  the  day  time  or  at 
night  during  our  peak  load,  and  whether  the  load  is  constant  or  iniermittent. 

Gas  Rates. 

The  base  rate  on  gas  is  $1,80  with  a  discount  in  proportion  to  the  amount 
consumed  as  follows : 

Up    to    10,000    feet $1.80  less  10% 

10,000  to  25.000    feet 1,80  less  15% 

25,000  to   50,000   feet 1.80  less  20% 

50,000  to  60.000   feet 1.80  less  25% 

60.000  and  over.' 1.80  less  307" 

Minimum  bill,  50  cents  per  month. 

In  reply  to  an  order  of  the  Oommission  made  April  27, 
1912,  for  a  claesiftcation  of  consumers,  and  for  a  detailed 
list  of  any  and  all  rates  being  charged  at  variance  with  itR 
public  or  published  rates  on  file,  the  company,  under  date 
of  April  29,  reported  as  follows: 

"Replying  to  yours  of  April  27,  we  enclose  herewith,  in  detail,  the  list  of 
rates  asked   for. 
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Regarding  the  classification  of  lighting  business:  For  hotels,  offices,  room- 
ing houses,  churches,  public  and  semi-public  buildings,  and  all  stores,  the 
rate  is  ten  cents  net.  On  all  residences  the  rate  is  twelve  cents  net.  The 
rate  to  the  Y.  M.  C,  A.  is  ten  cents,  but  prior  to  the  building  of  this 
structure  we  donated  $1,000  to  be  repaid  in  service,  so  up  to  the  time  this 
$1,000  is  used  up  we  are  rebating  their  account  to  the  extent  of  their  current 
bills. 

The  city  hall  and  city  corrall  are  charged  absolutely  nothing  as,  under 
our  franchise,  they  are  to  receive  service  free. 

On  power  and  light  we  make  a  joint  rate  to  the  Adams  Hotel  of  five  cents 
per  k,  w.  botir."' 

The  list  accumpauying  the  above  letter  was  as  follows : 


NAUE 

BUSINESS 

BATE 

Arizona  Democrat 

Newspaper 

6  cents* 

Arizona  Laundry 

Laundry 

4  cents' 

Arizona  Republican 

Newspaper 

6  cents 

Alhambra   Brick  Company 

Brick    manufacturers 

3  cents 

Arizona  Gazette 

Newspaper 

6  cents' 

Auto  Machine  Company 

Garage 

5  cents 

Adams   Hotel 

Hotel 

5  cents 

Barber   Asphalt    Company 

Street   pavers 

3  cents 

Burcham,  J.  L, 

Cooking  apparatus 

6  cents 

Cold  Air  Storage  Company 

Meat  market 

S  cents 

Dennett.  Dr.  John,  Jr. 

Rectifier 

6  cents 

Goldberg   Bros. 

Tailors-  irons 

8  cents 

Gold  water  Bros. 

Dry  goods 

6  cents 

Hackett  Market 

Butchers 

3  cents 

Heard,  Mrs.  D.  B. 

Rectifier 

6  cenls 

Hosey.  I.  T. 

Rectifier 

6  cents 

Humphrey  and  Stebbins 

Tailors'  irons 

6  cents 

Halstead    Lumber    Company 

Lumber  mill 

4  cents 

Jones.  Richard  J. 

Rectifier 

6  cent! 

Kilgore,  Mrs.  Guy  C. 

Tailors'   irons 

6  cents 

Melczer   Bros. 

Wholesale  liquor  house 

5  cents 

Marshall   Company,   Geo.   N. 

Creamery 

3J4  cents 

McDoogall  and  Cassou 

Tailors'  irons 

6  cent! 

New  Market 

Butchers      . 

4  cents 

National  Bank  of  Arizona 

Elevator 

6  cents 

Phoenix  Machine  and  Cold  Storage 

Cold  storage  mfg. : 

Jan,    to  June 

2  cents 

July  to  Jan, 

2yi  cents 

Phoenix  Wholesale  Meat  and  Produce 

Slaughter  house 

3  cents 

Phoenix  Indian   School 

3  cents 

Phoenix   Street   Railway    (City) 

2'4  cents 

Phoenix  Street  Railway  (Sub  Glendalc) 

3  cents 

Phoenix   Planing   Mill 

Lumber  mill 

Scents 

Phoenix  Steam   Laundry 

Laundry   irons 

4  cents 

Phoenix  Steam  Laundry 

Laundry 

4  cents 

D..,JnCoOglc 
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Phoenix  Auto  Company 

Garage 

5  cents 

Stoddard,    I.    T. 

Rectifier 

6  cents 

Troy  Steam  Laundry 

Irons 

4  cents 

Troy  Steam  Laundry 

4  cents 

Tharaldson,  P.  A. 

Tailors'  irons 

6  cents 

Territorial  Insane  Asylum 

6,  5,  4  cents 

Valley  Flour  Milla 

Mills 

3  cents 

The  foregoing  liKt  of  rates  was  stibmitted  bj  complainant 
for  the  purpose  of  showing  discrimination.  The  company 
admitted  that  there  had  been  more  or  less  discrimination. 

There  are  both  constitutional  and  statutory  prohibitions 
against  discrimination,  an  offense,  in  our  opinion,  less  ex- 
cusable than  the  exaction  of  excessive  rates.  Properly  con- 
ducted public  service  corporations  will  not  grant  preferences 
or  impose  discrfbiinations,  nor  could  they  offer  valid  ob- 
jection if  required  to  give  to  all  the  same  rate  they  voluntarily 
give  to  the  few. 

Testimony  taken  before  the  Commission  on  three  sejmrate 
occasions,  has  gone  largely  to  the  question  of  ascertaining 
the  value  of  the  property  of  the  company.  Exhaustive  and 
detailed  reports  of  auditors  and  engineers  have  been  sub- 
mitted, and,  having  in  mind  the  elements  entering  into  tlie 
mating  of  rates  as  laid  down  in  the  case  of  Smyth  vs.  Amvs. 
169  U.  S.  466,  wherein  the  Court  said : 

"that  the  basis  of  all  calculations  as  to  the  reasonableness  of  rates  to 
be  charged  by  a  corporation  maintaining  a  highway  under  legislative  sanc- 
tion must  be  the  fair  value  of  the  property  being  used  by  it  for  the  con- 
venience of  the  public  And,  in  order  to  ascertain  that  value,  the  original 
cost  of  construction,  the  amount  expended  in  permanent  improvements, 
the  amount  and  value  and  market  value  of  its  bonds  and  stocks,  the 
present  as  compared  with  the  original  cost  of  construction,  the  probable 
earning  capacity  of  the  property  under  particular  rates  prescribed  by  statute, 
and  the  sum  required  to  meet  operating  expenses,  are  all  matters  for 
consideration,  and  are  to  be  given  such  weight  as  may  be  just  and  right  in 
each  case.  We  do  not  say  there  may  not  be  other  matters  to  be  regarded 
in  estimating  the  value  of  the  property.  What  the  company  is  entitled  to 
ask  is  a  fair  return  upon  the  value  of  that  which  it  employs  for  the  public 
*  convenience.  On  the  other  hand,  what  the  public  is  entitled  to  demand 
is  that  no  more  be  exacted  from  it  for  the  use  of  a  public  highway  than 
the  services  rendered  by  it  are  reasonably  worth." 

We  have  considered  these  elements,  in  so  far  as  the  record 
presents  them  and  have  given  each  such  weiglit  as  seems 
just  and  right. 

■■■"■ 1>'^ 
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TMs  CommisBion  is  a  creature  of  the  State  Constitution. 
Primarily  its  duties  are  to  prescribe  and  enforce  reasonable 
rates,  cliarges  and  service  of  public  service  corporationB. 
Section  X4  of  Article  XV  of  the  Constitution  reads: 

"The  Corporation  Commission  shall,  to  aid  it  in  the  proper  discharge 
of  its  duties,  ascertain  the  fair  value  of  the  property  within  the  State  of 
every  public  service  corporation  doing  business  therein;  and  every  public. 
service  corporation  doing  business  within  the  State  shall  furnish 
to  the  Commission  all  evidence  in  its  possession,  and  all  assistance  in  its 
power,  requested  by  the  Commission,  in  aid  of  the  determination  of  the 
value  of  the  property  within  the  State  of  such  public  service  corporation." 

Legislative  enactment  enlar;;in|;  and  deflniug  the  duties 
of  the  Commission  provides  by  Section  47 : 

"The  Commission  shall  have  power  to  ascertain  the  value  of  the  property 
of  every  public  service  corporation  in  this  State,  or  doing  or  transacting 
business  in  this  State,  and  every  fact  which  in  its  judgment  may  or  does 
have  any  bearing  on  such  value.  The  Commission  shall  have  power  to 
make  revaluation  from  time  to  time  and  to  ascertain  all  new  constructions, 
extensions  and  additions  to  the  property  of  every  public  service  corporation." 

and  by  Section  70  further  pmviden: 

"For  the  purpose  of  ascertaining  the  matters  and  things  specified  in  Section 
forty-seven  of  this  Act,  concerning  the  value  of  the  property  of  public 
service  corporations,  the  Commission  may  cause  a  hearing  or  hearings  to  be 
held  at  such  time  or  times  and  place  or  places  as  the  Commission  may 
designate.  Eefore  any  hearing  is  had,  the  Commission  shall  give  the  public 
service  corporation  affected  thereby  at  least  thirty  days'  written  notice, 
specifying  the  time  and  place  of  such  hearing,  and  such  notice  shall  be 
sufficient  to  authorize  the  Commission  to  inquire  into  the  matters  desig- 
nated in  this  Section  and  in  said  Section  forty-seven  of  this  Act,  but 
this  provision  shall  not  prevent  the  Commission  from  making  any  pre- 
liminary examination  or  investigation  into  the  matters  herein  referred 
to,  or  from  inquiring  into  such  matters  in  any  other  investigation  or 
hearing.  All  public  service  corporations  affected  shall  be  entitled  to  be 
heard  and  to  introduce  evidence  at  such  hearing  or  hearings.  The  Com- 
mission is  empowered  to  resort  to  any  other  sources  of  information  avail- 
able. The  evidence  introduced  at  such  hearing  shall  be  reduced  to  writing 
and  certified  under  the  seal  of  the  Commissiop.  The  Commission  shall 
make  and  tile  its  findings  of  fact  in  writing  upon  all  matters  concerning 
which  evidence  shall  have  been  introduced  hcfore  it  which  in  its  judgment 
have  bearing  or  the  value  of  the  property  of  the  public  service  corpora- 
tion affected.  The  findings  of  the  Commission  so  made  and  filed,  when 
properly  certified  under  the  seal  of  the  Commission,  shall  be  admissible 
in  evidence  in  any  action,  proceeding  or  hearing  before  the  Commission 
or  any  court,  in  which  the  Commission,  the  State  or  any  officer,  departmeni 

'"   '  ■■■■"■■■  " tS'^ 
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or  institution  thereof,  or  any  county,  city,  municipality  or  other  body 
politic  and  the  public  service  corporation  affected  may  be  interested,  whcher 
aiising  under  the  provisions  of  this  Act  or  otherwise,  and  such  findings, 
when  BO  introduced,  shall  be  conclusive  evidence  of  the  facts  therein  stated, 
as  of  the  dates  therein  stated  under  conditions  then  existing,  and  such 
tacts  can  only  be  controverted  by  showing  a  subsequent  change  in  condi- 
tions bearing  upon  the  facts  therein  determined.  The  Commission  may,  from 
time  to  time,  cause  further  hearings  and  investigations  to  be  had  for  the 
purpose  of  making  revaluations  or  ascertaining  the  value  of  any  better- 
ment, improvements,  additions  or  extensions,  made  by  any  public  service 
corporation  subsequeni  to  any  prior  hearing  or  investigation,  and  may  ex- 
amine into  all  matters  which  may  change,  modify  or  affect  any  finding  of 
fact  previously  made,  and  may  at  such  time  make  findings  of  fact  supple- 
mentary to  those  theretofore  made.  Such  hearing  shall  be  had  upon  the 
same  notice  and  be  conducted  in  the  same  manner,  and  the  findings  so  made 
shall  have  the  same  force  and  effect  as  is  provided  herein  for  such  original 
notice,  hearings  and  findings ;  provided,  that  such  findings  made  at  such 
supplemental  hearings  or  investigations  shall  be  considered  in  connection 
with  and  as  a  part  of  the  original  findings  except  in  so  far  as  such  sup- 
plemental findings  shall  change  or  modify  the  findings  made  at  the  original 
beani^  or  investigation." 

it  is  clearl;  tlie  duty  of  the  Cummisaion  to  uncertain  tlic 
value  of  the  property  of  public  service  corporations  and  to 
prescribe  and  enforce  reasonable  ratee,  and,  until  the  Su- 
preme doart  lays  down  a  different  rule,  we  must  be  guided 
by  the  principle  that  the  company  is  entitled  to  "a  fair  re- 
turn upon  the  value  of  that  which  it  employs  for  tlic  public 
convenience,"  and  the  public,  that  no  more  be  exacted  from 
it  than  the  services  rendered  are  reasonably  wortli.  Tiie 
questions  to  be  determined  are,  tlierefore,  what  is  the  fair 
value  of  the  property  of  this  company  employed  in  serving  ■ 
the  public,  and  what  is  a  fair  return  or  rate  of  interest  for 
it  to  earn  upon  such  value,  and  what  is  the  service  reasonably 
worth  to  the  public. 

The  Commission's  early  efforts  to  obtain  data  and  infor- 
mation from  the  company  was  not  met  by  a  spirit  of  co- 
operation, but  upon  the  contrary  the  Commission  was  in- 
formed by  officers  and  counsel  that  the  company  was  witliout 
data  and  maps  showing  the  extent,  location  and  size  of  ^as 
mains,  electric  wires,  poles,  etc.,  and  without  information 
ae  to  ita  property,  specifically  or  generally ;  this  subsequently 
was  found  to  be  untrue.  It  is  fair  to  state,  however,  tliat 
under  present  management  the  company  has  provided  the 
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Commissiun  witli  sueb  information  as  could  reasonably  lie 
expected. 

In  tbis  case  tlie  irompany  contends  for  a  valuation  bawd 
upon  an  estimated  cost  as  of  June  1,  1906.  The  cost  of 
properties  of  this  cbaracter,  wben  determinable,  is  and 
sboold  be  an  element  to  be  considered,  but  it  is  not  the  sole 
or  controlling  element.  Cost  and  value  convey  different 
meanings;  cost  is  the  total  amount  expended  while  the  valne 
of  a  plant  is  its  present  day  worth  under  prevailing  cundi- 
tions.  A  plant  having  a  monopoly,  and  operating  without 
Commission  or  other  regulating  restraint  might  be  worth 
more  upon  an  earning  basis  than  one  operating  against  com- 
petition or  under  regulation. 

The  history  of  this  plant  does  not  differ  materially  from 
that  of  many  similar  ones  in  other  localities.  It  has  been 
built  np  from  a  small  one  to  its  present  size  in  past  years. 
The  record  does  not  disclose  the  date  of  its  origin.  An  en- 
gineer representing  the  company  stated :  "Some  of  tliis  plant 
is  twenty-five  years  old."  An  exhibit  filed  by  the  company, 
listing  its  property  and  date  of  installation,  includes  gas 
mains  installed  in  1896.  The  plant  has  been  operated  by  dif- 
ferent owners  and  under  different  corporate  names  and 
prior  to  February  14,  1912,  was  unrestrained  by  laws  or 
Commission  as  to  rates,  operation  and  capitalization.  So  far 
as  the  record  shows  it  has  not  been  subjected  to  competition. 

Its  earning  worth  or  value  during  the  period  prior  to  the 
admission  of  Arizona  into  the  Union  as  a  state  could  he 
based  npon  its  rates;  the  higher  the  rates  the  greater  its 
earning  value.  Now  rates  must  be  based  upon  value  and  in 
the  absence  of  other  or  better  means,  value  must  be  deter- 
mined by  inventory  and  appraisal. 

In  support  of  its  figures  as  to  cost,  the  company  submitted 
an  "inventory  of  physical  property  as  of  June  1,  1906,  at 
present  replacement  values"  together  with  additions  and 
betterments  since  that  date.  The  inventory  as  of  June  1, 
1906,  totals  }513,649.92  and  includes  stores,  fnel  and  station 
supplies  totaling  $7,862.52.  This  does  not  purpprt  to  show 
the  original  cost  of  the  Tarious  units,  but  "present  replace- 
ment value."    Arbitrary  percentages  of  twenty  and  twenty- 
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five  per  cent,  are  added  for  "freight  and  installation."  This 
Ib  of  no  value  in  proof  of  actual  cost,  but,  as  was  stated  by 
the  Manager  of  the  company  in  a  letter  transmitting  it  to 
the  auditor,  is  "estimated  on  the  basis  of  cost  of  material 
at  the  present  time."  A  Curtis  steam  turbine  installed  in 
1902  was  included  in  the  1906  inventory  at  |25,000,  plus 
20  per  cent,  "freight  and  installation,"  or  a  total  of  |30,000. 
In  the  company's  appraisal  as  of  August  1,  1912,  it  is  listed 
as  having  cost,  including  setting,  freight,  foundatiou  and 
pit,  119,407.83,  depreciated  value  August  1,  1912,  |15,526.27. 
A  De  Laval  turbine  is  listed  in  the  1906  inventory  at  a  cost 
of  118,000.  The  1912  inventory,  including  setting,  freight, 
excavation  and  foundation,  shows  the  first  cost  as  $11,129.28, 
and  a  depreciated  value  as  of  the  later  date,  f8,394.47. 

In  the  1906  inventory,  transformers  are  Hated  at  an  esti- 
mated replacement  value  of  $28.00  per  kilowatt,  while  the 
itemized  company's  inventory  as  of  August  1,  1912,  shows 
the  average  ci^t  to  have  been  about  (14.00  per  kilowatt  in- 
stalled. 

We  do  not  believe  that  the  1906  inventory  can  properly 
be  ased  as  a  starting  point  in  the  determination  of  the  actual 
cost  of  the  plant. 

Conld  every  financial  transaction  since  the  inception  of 
the  original  plant  be  laid  before  us,  including  a  statement  of 
all  receipts  and  expenditures,  and  if  upon  scrutiny  and 
analysis  it  were  seen  that  expenditures  were  properly  ap- 
plied, the  cost  or  total  investment  could  be  ascertained. 

A  report  submitted  to  the  Commission  July  11,  1912,  in 
compliance  with  an  order  requiring  certain  detailed  infoi-- 
mation  reads  under  the  heading  "Original  Cost" : 

The  origina]  cost  ia  best  shown  by  the  actual  money  paid,  aecunties 
issued  in  purchasing  and  bettering  the  properties.  The  following  "Narrative 
of  Financial  Events"  gives  the  clearest  insight  into  the  finances  and  ex- 
penditures : 

Nairative  of  Financul  Events. 

On  June  1,  1906,  the  Pacific  Gas  and  Electric  Company  purchased  the 
property  formerly  that  of  the  Phoenix  Light  and  Fuel  Company.  In 
payment  for  this  property,  it  delivered  to  the  former  owners  the  following 
secnritief: 
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P.  G.  &  E  5%  preferred    stock,    par    value  $400,000.00 

P.  G.  &  E.         common  stock,  par  value  300,000.00 

It  also  assumed  the  obligation  of  paying, 

P.  L.  &  F.   (5s)   bonds,  face  value  3O0,O0aOO 

It  also  issued  to  the  former  owners, 

P.  G.  &  E.  (5s)  bonds,  face  value  25.000.00 

An  inventory  taken  at  that  time  caused  the  company  lo  enter  the  value  of 
the  property  received  on  its  books  as  follows : 

Plant,  gas  and  electric  $505,767,40 

Stores  7.862.52 

TOTAL  $513,629,92 

At  a  later  date,  the  company,  going  over  its  former  transactions,  noted 
that  the  above  inventory  value  of  the  property  included  only  the  actual 
market  value  of  material  at  the  time  of  the  purchase,  and  a  very  small 
additional  amount  supposed  to  be  sufficient  to  cover  the  expenses  of  labor 
in  making  the  installation.  Upon  the  advice  of  experts,  well  versed  in  the 
valuations  of  electrical  properties,  this  inventory  was  corrected  by  adding 
31.5  per  cent,  to  the  said  inventory  value,  to  cover  installation  charges, 
general  expenses,  expenses  of  financing  $159,315.78 

Adding  original  inventory  as  above  513,629.92 


TOTAL  COKRECTED   VALUE  OF   PKOPERTY    PURCHASED  $672,945.70 

We  have  pointwl  out  that  the  |ir>13,(i29.y2  was  arrived  at 
bj  the  addition  of  twenty  and  twenty-five  per  cent,  for  freiKUt 
and  ioBtallation  and  that  many  of  the  unit  priees  were  hijjiier 
tlian  was  later  claimed  to  be  actnal  cost.  It  is  seen  that  the 
Phoenix  Light  and  Fuel  Co.  had  Iwnded  this  property  for 
$300,000,  which  this  defendant  company  a»Humed  and  im- 
mediately added  f25,000  honds  and  f400,0U0  preferred  5  per 
cent,  stock,  or  upon  a  property  inventoried  at  |r>13,fi3!(.!»'2, 
placed  interest  bearing  securities  aggregating  |725,000.  This 
is  1111,370.08  in  excess  of  the  inventoried  value,  no  parr  of 
which  was  put  into  tlie  property,  but  used  to  pay  for  tiie 
property  as  it  then  existed. 

This  company  paid  in  preferred  stock,  common  stock  and 
assuming  outstanding  bonds  11,025,000  for  a  property  in- 
ventoried at  $513,629.92,  the  latter  made  up  of  items,  sonic 
of  which  the  unit  cost  or  estimated  value  in  1906  excee^M 
the  cost  as  submitted  by  the  company  as  of  August  1,  1912. 
Of  the  total  amount  thus  paid,  $725,000  bore  5  per  cent, 
interest.  At  this  time  the  rate  charged  for  electricity  for 
residence  lighting  was  twenty  cents  per  k.  w.  hoar  and  for 
gas  for  domestic  use  $2.00  per  thousand  feet. 

■■■"■■ 1>'^ 
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June  30,  1912,  the  oatstanding  capital  stock  and  bonded 
indebtednesB  of  the  company  was : 

Preferred    stock $500,000 

Common   stock 700,000 

Bonded   debt 670,000 

TOTAi. Jl,870/)00 

This  is  an  increase  over  June  30, 1911,  of  1470,400,  of  which 
flOOjOOO  le  preferred  stock  and  ^2,000  is  bonds.  It  is  in 
evidence  that  the  former  owners  of  this  property,  who  sold 
it  for  {25,000  in  bonds,  f400,000  preferred  and  {300,000  com- 
mon stock,  in  1906  disposed  of  the  stock  for  {250,000. 

The  company  submitted,  October  22,  1912,  a  statement 
showing  the  reproduction  physical  value  of  its  plant  in  use 
and  useful  as,  new,  $632,349.90;  present  value,  {563,033.89. 
It  also  shows  expenditures  for  additions  to  property  fi'om 
June,  1906,  to  June,  1912,  inclusive,  {414,770.75.  Using 
these  figures  to  arrive  at  the  value  of  the  plant  as  of  June, 
1906,  the  following  is  found : 

NEW  DEFREaATED 

Company's  valuation,  1912 $622,349.90         $563,033.89 

Less  additions  since  1906 414,770.75  414,77075 

$207,579.15  $148,253.14 

Desert  water  plant* ." 140,^6.33  140,786.33 

Value  plant.    1906 $348,365.48  $289,049.47 

'Undepreciated  value  as  shown  in  1906  inventory  which  includes  $9,9fl3 
for   freight  and  installation. 

It  is  not  in  evidence  tliat  the  Pacific  Gas  and  Electric 
Company  paid  the  owners  of  the  Phoenix  Light  and  Fuel 
Company  any  money  U*t  the  projwrty.  Payment  wan  nmde 
in  its  own  issue  of  stock  and  bonds  against  the  i>roperty 
itself. 

Prior  to  May,  1911,  the  company's  outstanding  bonds  bore 
5  per  cent,  interest  rate.  Tlie  balance  sheet  of  Octol>er  31, 
1910,  shows  an  issue  of  {489,000,  5  per  cent,  bonds  due  in 
1926.  Subsequent  to  May,  1911,  these  were  retired  in  favor 
of  6  per  cent.  bon<le  due  in  1931,  of  which,  as  previoutily 
stated,  $670,000  is  said  t()  be  outstanding.     Between  June 
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26,  19H,  and  March  12,  1912,  bonds  of  the  par  value  of 
9109,U00  and  common  stock  of  the  par  value  of  9101,001) 
are  reported  to  have  been  sold  for  1100,540  cash.  The  reconi 
does  not  disclose  whether  the  remaining  f  72,000  of  boad8 
have  been  sold  or  not.  The  record  is  also  silent  as  to  the 
basis  of  retirement  of  the  $489,000  of  5  per  cent,  bonds.  Ir, 
is  stated  they  were  retired  and  replaced  by  tlie  6  per  cent, 
bonds,  but  whether  the  company  was  compensated  in  any 
way  for  the  higher  interest  bearing  bonds  is  not  of  record. 
The  5  per  cent,  bonds  when  retired  bad  a  life  of  fifteen  years 
yet  to  run  and  the  difference  of  1  per  cent  for  the  remaining 
life  of  the  bonds  adds  |73,350  to  the  company's  interest 
charges. 

Arizona  laws  wisely  provide  tliat  public  service  corpora- 
tions shall  have  the  approval  of  this  Commission  before  any 
burden  of  indebtedness  can  be  placed  against  their  proper- 
ties.   This  law  did  not  become  operative  until  May  28,  1912. 

From  a  report  made  by  Haskins  and  Sells,  Certified  Pub- 
lic Accountants  of  New  York,  to  William  P.  Bonebrigbt  and 
Company,  under  date  of  July  10,  1912,  it  appears  from  a 
general  balance  sheet,  April  30,  1912,  and  October  31,  1910, 
that  on  October  31,  1910,  "Property  and  Plant"  was  car- 
ried on  the  Company's  books  at  $709,771.73,  "Francbisea 
and  Rights"  |518,415.72.  On  April  30,  1912,  these  two  items 
are  dropped  and  the  following  itejns  appear: 

Construcrion  and  equipment $900,04920 

Other  fixed  assets 690,053.28 

Power    contract 175^?1,12 

¥1,765,473.60 
The  increase  of  $537,28(5,15  is  explained  in  the  report  as 
follows : 

"As  oi  March  31,  1912,  the  property  accounts  "under  the  title  of  'Plants' 
and  'Franchises  and  Rights'  were  closed  out  and  opened  up  under  the  cap- 
tions 'Qmstruction  and  Etjuipnient.'  'Other  Fixed  Capital'  (Assets),  and 
'Cost  of  Power  Contracts.'     The  above  schedule  fhows  additions  to  plani 

of    $213,986.15 

and  the  property  accounts  have  been   further  increased  by  the  amount  of 

capital  stock  issued  to  Ballard  Bros $323,300.00 

accounting  for  the  total  increase  under  the  caption  'Property,  Franchises, 
Rights  and  Power  Contracts.'  as  shown  by  Exhibit  'A' $537,286.15 
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The  power  plants  have  been  decreased  by  various  small  amounts  from 
salvage.  The  dismantled  power  plants,  less  the  probable  amount  of  sal- 
vage obtainable  therefrom,  should,  as  stated  in  our  previous  report,  have 
been  written  off  against  the  reserve  for  depreciation." 

In  this  report  under  ttie  caption  "Capital  Stock,"  it  is  said : 

"The  capital  stock  of  the  corporation  was  increased  on  February  25,  1911, 
from  140^000  to  $750,000,  preferred,  and  from  $600,000  to  $1,250,000, 
common.  Of  the  common  stock  $75,100  has  been  issued  during  the  period 
as  a  bonus  on  bonds  sold,  and  $323,300  to  Ballard  Bros,  for  services  ren- 
dered. Of  the  preferred  stock,  $100,000  has  been  issued  to  Baliard  Bros. 
to  be  paid  for  in  cash.  This  liability  to  the  copipany  is  carried  on  the 
balance   sheet   under    'Ballard    Bros.    Stock   Purchase.' " 

Public  Accountant  W.  H.  Plunlcett  testified  that  the  item 
of  9690,053.28  "is  evidentl;  fictitious  capital,  otherwlBe  water ; 
that  is  what  it  amounts  to." 

In  the  Haskiua  and  Sells  report  an  item  listed  aa  "Power 
Contract,  |175,371.12"  is  carried  April  30,  1912,  but  does 
not  appear  in  the  October  31,  1910,  balance  sheet  Being 
asked  about  the  cost  of  power  contract,  Mr.  Plunkett  replied : 

"This  is  for  the  purpoM  of  making  a  report  to  bond  companies.  These 
itams  have  all  been  carried.  You  take  the  June  thirtieth  statement  and 
you  will  see  where  it  comprises  fifteen  or  twenty  items.  They  all  go  to  make 
it  up.  It  was  to  the  advantage  of  the  company  to  make  a  statement  going 
out  to  the  bonding  companies  to  look  as  good  as  possible.  They  don't  give 
them  the  true  state  of  affairs." 

R.  8.  Masson,  the  company's  engineer,  stated  that  he  be- 
liered  the  Commission  should  take  this  item  into  considera- 
tion in  rate-making,  but  "I  cannot  give  very  strong  reasons 
for  it."  In  the  final  reproduction  value  submitted  bj  the 
company  this  is  listed  at  $110,000,  as  "Unused  Part  of  Desert 
Plant" 

Counsel  for  defendant  in  their  brief  carry  the  amount  of 
$110,000  as  "Cost  of  Power  Contract"  It  would,  in  our 
opinion,  be  manifestly  unfair  to  the  public  to  allow  this 
obsolete,  superseded  and  abandoned  water  power  plant  to 
be  included  in  the  valuation  of  this  property.  It  is  neitber 
used,  useful  or  necessary  in  serving  the  public.  The  loss, 
if  any,  incidental  to  entering  into  the  contract  with  the 
TTnited  Rtates  Reclamation  Dcpartmi'nt  for  power,  through 
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the  abandonment  of  its  desert  power  plants,  should  and  coiiiil 
have  been  entirely  written  off  from  tlie  amount  set  aside  for 
depreciatiou,  had  that  account  been  properl;  conserve'l. 
From  September  30,  1908,  to  December  31,  1911,  inclusive, 
there  was  reserved  for  depreciation,  contingencies,  etc., 
$125,000.    Out  of  this  $125,000,  there  was  expended  for : 

Robales    $  3,064.80 

Stocks  and  bonds  owned    317JO 

Uncollectible  bills  receivable— Democrat 32,388.10 

Bond  discount   5,755.00 

A.  W.   Ballard   590.75 

"Pay  Roll,  Head  Office" 255.00 

Included  are  payments  for  attorneys'  fees,  newspaper  ad- 
vertising, telegraph  tolls,  trips  of  officers  East,  and  other 
expenditures,  which,  if  proper,  should  have  been  charged  to 
operations.  Under  correct  accounting  rules  all  of  the  total 
expenditures  of  this  account  might  be  criticized  except  $9,- 
723.70  to  cover  accidents.  The  diffei-ence,  or  $115,276.30, 
if  properly  expended,  should  have  been  charged  to  the  proper 
operating  accounts.  Halance  sheet  of  June  30,  1911,  shows 
a  depreciation  reserve  of  $67,972.90  and  a  surplus  of  $23,- 
852.95.  Balance  sheet  of  June  30,  3932,  these  it^nis  are 
$64,242.97  and  $22,744.46. 

Ilaskins  and  Sells  couniiciit  on  this  account  as  follows: 
"Resebve  roR  Contingencies.  Extb.wboinakv   Expenses  and  Depreciatiok, 

There  has  been  credited  to  [his  account  under  date  December  31,  1911, 
from  'Prolit  and  Loss,'  an  amnunt  of  $30,000,  intended  to  cover  depreciation 
of  'Property  and  Plant'  for  the  year  1911.  This  credit  is  not  computed  on 
a  percentane  basis  bm  is  made  (cir  the  purpose  of  slating  the  net  surplus 
conservatively.  Items  charged  against  this  account  for  the  period  are  as 
follows  '■ 

Cyclone  repairs $     637.39 

Stocks  and  bonds  written  off 312.50 

Accidents  5,392.00 

Notes  receivable  written  off 33.538.10 

TOTAL $39.ft79.10 

The  item  of  'Notes  Receivable'  represents  amounts  advanced  to  the 
Democrat  Publisliinn;  Company." 
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Although  the  compan;^  does  Dot  include  in  its  reports  to 
the  Commiflsion  of  reproduction  value  new  and  existing,  tlic 
item  of  "Bights  and  Franchises,"  |690,053.28,  and  has  r<3- 
duced  the  item  diCferently  described  as  "Unused  Part  of 
Desert  Plant"  and  "Cost  of  Power  Contract"  from  1175,- 
371.12  to  1110,000,  a  total  deduction  of  f  755,  424.40,  the  valu- 
ation flnall;  contended  for  by  the  company  is  approximately 
unchanged. 

Originally  33  1/3  per  cent,  for  so-called  overhead  charges 
or  intangible  values  was  claimed,  but  later  20  per  cent,  was 
suggested.  Upon  this  point  the  testimony  of  Engineer  Mag- 
son  for  the  company  as  to  the  segregation  of  the  20  per  cent, 
is  vague.  It  is  claimed  to  cover  "organization  expenses, 
legal  eipenses  of  organization,  casualties  during  construc- 
tion, interest  during  construction,  engineers'  expenses,  con- 
tractors' profits,  piece-meal  construction,  contingencies, 
brokerage  commissions."  The  valuation  claimed  by  the  com- 
pany was  based  upon  piece-meal  construction  and  the  record 
is  neither  clear  nor  convincing  that  all  of  the  factors  named 
by  Mr.  Masaon  should  be  allowed  where  piece-meal  construc- 
tion prices  are  used.  Mr.  Masson  explains  the  decrease  from 
33  1/3  per  cent,  to  20  per  cent,  by  saying:  "On  the  theory 
that  we  were  a  little  too  high,  we  reduced  it  to  20  per  cent." 

A  wide  variation  of  percentages  has  been  used  by  courts 
and  commissions  for  overhead  charges.  In  some  instances 
they  have  been  entirely  disallowed.  It  would  seera  that  each 
case  must,  as  to  certain  of  intangible  items,  be  settled  upon 
the  conditions  and  facts  found  to  exist.  In  a  locality  free 
from  frosts  and  freezing,  severe  storms,  where  soil  and 
climatic  conditions  are  uniform,  the  hazards  of  construction 
or  contingencies  would  be  less  than  where  the  reverse  con- 
ditions obtain. 

The  company  claims  |159,000  for  going  concern  value  on 
the  reproduction  value  of  its  property  new  and  f282,179.13 
on  the  existing  or  depreciated  value.  In  explanation  of 
"Going  Value,"  Engineer  Masson  for  ttie  Oumpany  testified : 

"The  general  theory  of  'Going  Value,'  or  this  so-called  'Going  Value'  in 
the  case  of  depreciation— being  different  in  the  case  of  a  new  plant — is 
that  the  depreciated  value  was  not  made  up  in  any  other  way  to  the  stock- 
holders and  therefore  it  must  be  made  up  in  the  clement  of  'Going  Value.' " 
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Id  an  explanation  or  argament  submitted  to  the  Commis- 
sion by  the  company  iu  an  ezliibit  wherein  the  element  "(ioing 
Value"  was  included,  a  quotation  from  Engineer  William 
J.  Hagenah  is  shown,  which  reads  as  follows: 

"The  going  value  of  a  utility  may  be  computed  from  its  records.  A 
public  service  corporation  is  entitled,  both  by  common  law  and  by  statute, 
to  a  reasonable  return  upon  the  fair  value  of  its  property.  Where  a 
given  rate  schedule  yields  more  than  a  reasonable  return,  it  is  an  injustice  to 
the  public  and  the  rate  should  be  reduced,  if  the  rates  fail  to  produce 
a  sufficient  profit  the  investor  is  not  receiving  that  return  to  which  he  is 
entitled.  If  he  bad  received  a  sufficient  return  upon  his  investment  each 
year  from  the  beginning  of  the  enterprise,  justice  would  seem  to  be  satisfied, 
at  least  as  against  the  public,  without  allowing  any  increase  in  the  value  of 
the  property  which  produced  that  income  to  represent  going  value.  If 
the  investor  has  failed  to  receive  each  year  that  amount  which  constitutes 
a  reasonable  return  he  should  be  permitted  to  charge  rales  sufEcienily 
high  to  reimburse  him  for  early  losses ;  all  such  losses  should  be  con- 
sidered as  costs  of  developia?-the  business  and  their  addition  to  the  value 
of  the  phywwtt  property  permitted.  Such  additions,  from  an  equitable 
Mandpoiat  at  least,  may  be  considered  to  constitute  the  reasonable  going 
value  of  a  public  service  corporation. 

The  amount  by  which  the  earnings  fail  to  meet  the  operating  expenses 
and  the  return  on  the  investment  constitutes  the  true  cost  of  building  up 
the  utility  business,  and  this  cost  should  be  added  to  the  value  of  the 
physical  plant  in  order  to  show  the  complete  investment  which  has  been 
made  in  the  industry  as  a  live  going  concern.  The  utility  has  no  legal 
right  to  charge  more  than  a  reasonable  rate  and  if  this  is  not  to  be  com- 
puted on  the  development  cost  of  the  business  as  well  as  on  the  investmeUT 
in  physical  property,  the  reasonable  rate  allowed  in  after  years  when  the 
industry  has  reached  a  stable  basis,  will  not  be  a-  reasonable  rate  on  the 
amount  actually  invested. 

It  would  seem  to  foUow,  therefore,  that  where  the  rate  for  service 
must  be  reasonable  and  as  such  is  subject  to  regulation  by  law  or  com- 
:  early  losses  must  be  regarded  as  a  prominent  part  of  the 
ir  must  be  restored  to  the  stockholders  by  means  of  a  higher 
rate  of  return  on  his  investment 

Unless  some  degree  of  protection  and  commercial  assurance  accompanies 
the  exercise  of  the  rate-fixing  power,  both  the  investor  and  public  will  lose 
the  benefits  which  should  arise  from  a  regulated  monopoly." 

And  the  company  comments  upon  the  foregoing  in  the  fol- 
lowing language : 

"This  seems  to  more  fairly  express  the  idea  of  going  value  than  any 
definition  yet  seen  and  particularly  points  out  that  such  value  exists  only 
when   the  property  has  not   been  earning  a   proper  and   fair   return   on  the 
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The  theories  advanced  in  support  of  going  value  are  many 
and  varied.  In  some  instances  courts  and  commissions  liavc 
entirely  disregarded  it,  and  in  certain  instances  certain 
amoonts  and  percentages  have  l>een  allowed.  In  this  case  it 
has  not  been  shown  that  the  results  of  the  operations  of  tlie 
company,  based  npon  a  fair  and  reasonable  valuation  of  its 
properties  employed,  has  not  yielded  ample  returns  at  all 
times.  In  so  far  as  the  records  go  the  converse  is  found  to 
be  true.  So  far  as  appears,  the  company  has,  dating  from  the 
period  in  its  history  disclosed  in  this  case,  paid  its  interest 
charges  and  operation.  Its  interest  bearing  securities,  that 
is,  its  preferred  stock  and  outstanding  bonds  have,  since 
1906,  exceeded  the  physical  valuation  of  the  properties  as 
submitted  by  the  company  and  greatly  exceeded  the  physical 
valuation  as  determined  by  independent  Engineers  Koiner 
and  Barker  employed  by  this  Commission  to  ascertain  the 
facts.  The  records  farther  show  that  since  1906  a  deprecia- 
tion fund  was  accumulated  and  in  some  respects  improperly 
dissipated.  At  times  during  this  period  their  records  show 
a  surplus  in  addition  to  the  depreciation  fund.  On  the  whole 
it  has  not  been  shown  that  the  owners  of  this  property  at  any 
time  have  suffered  a  loss,  either  in  building  np  the  business 
or  through  inadequate  return  npon  the  value  of  the  plant, 
and  it  is  our  opinion  and  we  will  hold  that  going  value,  all 
facts  duly  considered,  should  not  be  included  for  the  purpose 
of  establishing  just  and  reasonable  rates  in  this  case. 

The  Company's  real  estate  holdings  purchased  in  1902  at 
a  cost  of  f6,560  are  listed  by  the  company  at  f30,000.  The 
testimony  of  real  estate  men  as  to  the  value  of  this  property 
ranged  from  $15,000  to  $26,000  as  its  present  day  value.  We 
are  of  the  opinion  that  the  company  is  entitled  to  apprecia- 
tion npon  its  real  estate  and  the  t«tal  value  of  the  company's 
real  estate  as  found  by  us,  is  deemed  the  reasonable  value 
and  in  harmony  with  the  record. 

There  is  considerable  difference  in  many  present  day  unit 
cost  prices  as  arrived  at  by  Engineers  Koiner  and  Barker  for 
the  Commission  and  Engineer  Masson  for  the  company.  In 
the  valuation  of  the  Tncson  Gas,  Electric  Light  and  Power 
Company  the  same  engineers  acted  for  the  Commission  with 
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Engineer  F.  P.  Woj  acting  for  tlie  company.  Aitliougli  tlie 
local  conditions  in  Tucson,  as  to  trenching,  pole  setting  and 
similar  work,  were  found  to  be  lees  uniform,  the  engineers  had 
no  difiSculty  in  arriving  at  a  reproduction  value  satisfactory 
to  each.  In  some  important  unit  prices  the  figures  submitted 
by  Messrs.  Koiner  and  Barker  are  very  close  to  the  figures 
submitted  by  the  company.  For  example,  one  Curtis  turbine 
listed  by  the  Commission's  engineers  at  |19,500  was  listed  by 
the  company  with  accessories  at  |19,407.83.  Considerable 
of  the  diflference  is  found  to  exist  by  reason  of  the  difference 
in  method  of  depreciation.  The  company's  engineer  depre- 
ciated one  boiler  ten  years  old  10  per  cent  (or  the  entire 
period  and  another  boiler  seven  years  old  10  per  cent,  for  the 
entire  period.  The  Commission's  engineers  depreciated  these 
boilers  4  per  cent,  per  annum.  In  most  instances  the  com- 
pany's engineer  uses  a  fiat  arbitrary  percentage  for  depre- 
ciation where  depreciation  is  conceded,  while  the  Comniis- 
sion's  engineers  use  the  customary  annual  depreciation  per 
centum  varying  with  the  diflferent  units.  On  pole  line  c<m- 
stroction  and  distributing  system  Mr.  Koiner  testified  that 
be  took  into  consideration  first  class  construction,  better 
than  the  company  actually  had. 

Mr.  Masson  for  the  Company  suggested  that  if  the  differ- 
ence between  his  depreciated  value  and  Messrs.  Koiner  ami 
Barker's  depreciated  value  was  something  like  20  per  cent, 
that  there  might  possibly  be  an  opportunity  of  getting-  to- 
gether, but  he  doubted  if  an  agreement  could  be  reached  with 
the  difference  between  them  of  200  per  cent.  The  statement 
filed  by  the  company  showing  in  parallel  columns  the  unit 
reproducti^m  cost  of  the  company  c»mpare<l  with  the  unit 
reproduction  coat  submitted  by  the  Commission's  engineers 
showed  a  difference  of  fl98,402.S3  in  the  present  value,  the 
figures  being  as  follows : 

KOINEK   &   BABKOl         UASSON 


Electric  system $233,161.91 

Gas    system 131.469,16  194.150.81 

TOTAL    $364,631.07  $563,033.89 
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The  valuation  of  Koiner  and  Barker  was  subsequently  rc- 
vised  and  increased  to: 

Electric    system |273,181X)S 

Gas  system  164,278.58 


$437,459.63 


The  increase  was  occasioned  chiefly  by  the  incluBiuQ  of  coi- 
tain  items  not  appearing  in  the  company's  original  inventory, 
of  the  existence  of  which  the  engineers  were  not  advised, 
and  by  increasing  the  valae  of  real  estate  from  cost  to  ap- 
preciated value  which  was  not  previously  determined. 

There  is  still  the  substantial  difference  of  $125,574.26  Ih*- 
tween  the  CommiKsion's  and  the  company's  engineers  in  the 
present  physical  value  of  tlie  entire  plant  now  used  and  use- 
ful in  serving  the  publir.  This  difference  is  due  in  part  to 
the  difference  in  the  value  of  real  estate  as  claimed  by  the 
company  and  allowed  by  the  Commission  a  difference  in  the 
appraised  value  of  many  of  the  items,  and  the  degree  of  de- 
preciation, and  the  inclusion  by  the  company  of  obsolete 
items. 

There  should  be  no  serious  difficulty  in  engineers  agree- 
ing upon  a  reproduction  value,  laying  aside  all  referetii-es 
to  hypothetical  values  such  as  overhead  charges  and  intangi- 
bles. After  due  consideration  of  all  of  the  facts  presented,  and 
a  full  and  complete  inquiry  and  a  careful  study  of  all  of  the 
exhibits  and  other  records  in  this  case,  we  are  of  the  opinion 
and  will  hold  that  the  following  are  the  proper  and  reason- 
able valuations  to  be  considered  for  the  purpose  of  this 
investigation  having  given  due  consideration  to  all  of  the 
elements  that  should  properly  be  considered : 


^dbvGoogle 


720  Abizona  Cobi'OR.\ti<>n  Commission, 

valuation  as  of  august  27.  1912. 

Gas    Pbopebty. 

Replacement  value,  gas  property $181,85075 

Present  value,  gas  property 164,278.58 

Lew  real  eaUte 9.667.04 


PRESENT      VALUE 

RATE-UAKtNG     ?154,611.54 

12%  overhead  charges  to  cover  engineering,  super- 
vision, interest  while  building,  contingencies,  etc..     18,553.38 

Real    estate 9,667.04 

Working  capital,  in  addilion  to  unused  construction 
raaterial    9,500.00 

Total  Value  toe  Rate-Making $192,331.96 

Electric  Pbopektv. 

Replacement  value,  electric  property $342,652.21 

Present  value,  electric  property 273,181.05 

Less  real  estate 9,667.04 

FKBSEHT      VALUE      OF      DEFKECIABLB      PBOFERTY       FOR 

RATE-MAKrac    $263,514.01 

Overhead  charges,  12% 31721.68 

Real  estate  9^04 

Workiiig  capital 14,000.00 

Value  for  Rate-Making $318,902.73 

On  July  10,  1912;  according  to  Haskins  and  Sella  report, 
this  company  was  paying,  six,  seven  and  eight  per  cent,  in- 
terest on  short  time  notes.  Of  the  |96,436.60  borrowed,  $64,- 
738,86  bore  six  and  the  remainder  seven  and  eight  per  cent. 
The  going  rate  of  interest  in  Phoenix  is  8  per  cent,  for  loans  of 
varying  size.  The  legal  interest  rate  is  6  per  cent.  In  fixing 
a  rate  of  retnrn  for  this  property,  we  have  in  mind  that  the 
Commission  will  see  that  the  company,  under  proper  opera- 
tion, earns  the  rate  fixed.  If,  upon  a  showing  made  at  the 
end  of  a  year  or  some  other  reasonable  period  of  time  in  which 
a  test  can  be  made,  it  is  found  the  company  is  not  earning  the 
rate  of  return  authorized,  the  rates  charged  consumers  will 
be  increased.  The  Commission  will  not  permit  competing 
planta  to  enter  this  or  other  fields  where  existing  plants  are 
rendering  adequate  service  at  reasonable  rates.  This  elimin- 
ates the  possibility  of  undue  competition,  and  we  believe 
is  a  factor  to  be  considered  in  determining  the  rate  of  return. 
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Operating  costs  are  based  upon  the  price  of  oil  formerly 
paid,  viz :  |1.68  per  barrel.  The  company  is  now  paying  |1.45 
per  barrel  for  its  oil,  which  will  result  in  lower  cost  of  opera- 
tion and  correspondingly  larger  returns  tlian  the  8  per  cent, 
allowed. 

We  suggest,  without  expressing  an  opinion  tliereon,  tliat 
economies  could  be  practiced  in  respect  to  salaries  paid  for 
general  supervision  and  officers.  William  P.  Bonebright 
and  Company  is  paid  |650  a  month  for  the  services  of  presi- 
dent, secretary  and  treasurer,  whose  duties,  so  far  as  the 
record  discloses,  are  services  for  stock  transfers,  bond  records 
and  payment  of  interest,  |300  a  month  is  paid  tlie  Electrical 
Operating  and  Construction  Company  of  New  York  City 
for  general  supervision  or  management.  The  total  of  these 
two  amounts,  f950,  is  in  payment  of  services  of  officers  who 
are  infrequently  upon  the  ground.  In  addition  to  this,  |385 
per  month  is  paid  to  a  local  superintendent  and  a  local  man- 
ager. This  is  a  total  of  |16,010  a  year  for  superintendence, 
management  and  keeping  the  records  of  stock  transfers,  pay- 
ing interest  and  keeping  bond  records. 

The  rate  of  return  allowed  does  not  take  into  considera- 
tion the  probability  of  increased  revenue  resulting  from  lower 
rates.  It  is  of  record  on  behalf  of  the  Company  that  there 
are  many  prospective  consumers  awaiting  service,  particu- 
larly of  gas.    It  was  stated: 

"We  expect,  under  oormal  conditions,  to  increase  the  gross  receipts  of 
this  town  by  25  per  cent,  with  an  expenditure  of  money  sufficient  to  extend 
the  gas  mains  and  electric  mains  wtiere  they  will  reach  customers." 

The  Commission  will  authorize  and  encourage  legitimate 
expenditures  for  such  purposes. 

It  was  stated  that  the  Company  is  losing  money  under  the 
two  cents  per  k.  w.  hour  rate  accorded  the  Phoenix  Machine 
and  Cold  Storage  Company,  The  consumption  of  this  con- 
cern for  a  ten  months'  recent  period  was  318,861  kilowatt 
hours.  The  practice  of  a  utility  company  furnishing  its  prod- 
uct for  less  than  cost  is  not  justifiable.  Tlie  rates  we  will 
order  in  will  result  in  saving  this  loss. 

Mr,  Masson  for  the  company  testified  that  the  cost  of  their 
electricity  under  the  government  contract,  one  and  one-half 
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cents  per  k.  w.  hour  phis  the  \oes  and  cost  of  stepping  it 
down  to  coDiiuercial  voltage,  exceeded  tlie  cost  that  power 
could  be  generated  for  by  the  steam  plant.  It  is  quesUon- 
able  whether  a  utility  company  can  justify  paying  more  for 
electricity  than  it  can  produce  it  for.  However,  we  Iiave 
not  predicated  rates  on  the  lower  cost  of  production,  but 
upon  the  cost  under  the  contract,  whicli,  lion-ever,  can  have 
no  value  in  considering  tlie  iiuestion  of  rates,  Imt  conversely 
might  be  considered  a  liability. 

It  is  found  that  the  company  has  anticipated  the  growth 
of  its  gas  business  by  the  inRtallatiun  of  ei)uipn)ent  of  greater 
capacity  than  is  at  present  retiuired,  but  in  our  opinion, 
and  considering  the  facts  prettent^'d,  it  sliould  not  l>e  pen- 
alized for  HO  doing  by  reducing  the  value  of  its  existing 
plant  to  the  value  of  a  plant  ad<f|uate  for  its  present  neeils. 

The  couipiiny  claims  a  depreciated  value  i»f  fl2,276..10  on 
ita  "old  gas  plant"  repctrted  to  have  cost  J2ri,l42  when  in- 
stalled in  1899.  The  Commission's  enginet>rs  disallow  this 
for  the  reasons  that  it  is  and  was  superseded  by  the  new 
plant,  installed  in  1911,  which  was  shown  to  he  larger  than 
required  for  the  present  day  requirements.  We  believe  it  im- 
proper to  include  superseded  and  nnnecessai-y  proi)erty  in 
determining  the  value  of  a  utility  employed  in  serving  the 
public.  The  Commission's  engineers  rep<»rt  that  the  old 
gas  plant  lias  a  salvage  value  of  approximately  f7,500  which 
the  Company  is  at  liberty  to  convert  into  cash  and  retain. 

Everything  considered,  we  are  of  the  opinion  that  a  rea- 
sonable and  proper  rate  of  return  to  be  allowed  this  Company 
is  8  per  cent.,  and  upon  the  foregoing  valuation  and  rate 
of  return,  and  giving  due  consideration  to  all  the  matters  ami 
things  of  record  in  this  case,  we  find  that  tlie  following  rates 
for  electricity  will  be  fair,  reasonable  and  compensatory,  and 
that  any  rates  charged  at  variance  with  these  rates  since  Sep- 
tember 1,  1912,  are  unreasonable,  or  discriminatory,  or  Iwtli. 
Our  order  will  call  for  reparation  of  all  amounts  paid  in  ex- 
cess of  the  rates  herein  named  since  that  date.  It  was  sug- 
gested and  agreed  by  counsel  for  the  company  that  reparation 
should  he  allowed  in  event  existing  rates  were  found  to  Iw 
excessive. 
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Lighting  Rates. 

For  a  monthly  eons u minion  of  12  k.w.h.  or  less, 

$1.00. 

For  the  first    100  k.w.h.   consumed   in   any  one 

month  8.5   cents  per  k.w.h. 

For  the  next  100  k.w.h.  consumed  in  any  one 

month   7      cents   per  k.w.h. 

For  the  next   100  k.w.h.   consumed   in   any   one 

month  6     cents  per  k.w.h. 

For  the  next  200  k.w.h.   consumed   in   any   one 

month  5      cents  per  k.w.h. 

For  the  next  250  k.w.h.   consumed  in   any   one 

month   4      cents   per   k.w.h. 

For  the   next  250  k.w.h.   consumed   in   any   one 

month   3,5   cents  per   k.w.h. 

All  in  excess  of  1,000  k.w.h  consumed  in  any  ot 

le  month  3.4  cents  per  k,w  h. 

Power   Rates. 

For  a  monthly  consumption  of  14  k.w.h.  or  less  $1.00. 

month  7.5  cents  per  k.w.h. 

For  the  next  100  k.w.h.  consumed  in  any  one 

month  6      cents   per  k.w.h. 

For  the  next  100  k.w.h.  consumed  in  any  one 

month   5      cents  per   k.w.h. 

month  4      cents   per  k.w.h. 

For  the  next  250  k.w.h.  consumed  in  any  one 

month  3     cents  per  k.w.h. 

For  the  next  250  k.w.h.  consumed  in  any  one 

month  2.8  cents  per  k.w.h. 

All  in  excess  of  1,000  k.w.h.  consumed  in  any  one  month  2.6  cents  per  k.w.h. 

The  foregoing  si-hedule  will  act  apply  to  street  Hf^lithig. 
It  appears  that  the  city  has  contracted  to  pay  the  company 
five  cents  per  k.  w.  h.  for  lighting  the  city  streets  and  as 
no  one  appeared  for  and  on  Itehalf  of  the  city  it  is  assnmed 
that  existing  rates  are  satisfactory  to  the  city  officials. 

We  find  that  the  company  earned  6  per  cent  on  the  value 
of  its  gas  plant,  as  herein  found,  for  the  fiscal  year  ending 
June  30,  1912;  therefore  existing  gas  rates  will  not  be  dis- 
turbed, notwithstanding,  as  previously  stated,  its  plant  is 
larger  than  is  required  for  the  consumers  now  served.  The 
lower  cost  of  crude  oil  now  obtaining  will  enable  the  com- 
pany to  earn  a  better  return  than  6  per  cent,  on  present 
consumption,  in  the  future.  A  complaint  of  this  Commission 
now  pending  before  the  Interstate  Commerce  Commission 
with  reference  to  freight  rates  on  crude  oil  may,  and  we  hiipe 
will,  result  in  a  further  reduction  in  the  cost  of  oil  from 
which  gas  is  produced.  If,  as  was  stated  by  an  officer  of 
the  company,  gas  eonsnmption  can  be  increased  25  per  cent, 
by  the  extensions  of  its  mains,  it  is  a  duty  it  owes  itself  iind 
the  public  to  do  so.  An  increase  in  output  should  materially 
increase  its  net  revenue  as  overhead  operating  costs  would 
be  increased  but  slightly. 
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The  company  is  authorized  and  it  should  make  every  rea- 
sonable effort  to  collect  from  consumers  who  have,  siuue 
September  1, 1912,  paid  rates  less  than  those  herein  named  as 
reasonable.  The  consuming  pohlic  has  been  put  upon  notit-e 
by  the  company  that  all  charges  paid  since  September  1, 1912, 
were  subject  to  revision  by  the  CommiBsion. 

In  order  to  name  a  schedule  of  rates,  a  reasonable  .uid 
proper  per  centum  of  return  upon  the  value  of  the  property 
employed  must  be  determined,  which,  in  this  case  and  upon 
the  record  before  us,  is  found  to  be  8  per  cent.  In  our  opinion 
the  company  should  share  in  any  economies,  efSciencies  or  Im- 
provements introduced  by  it  in  its  operations,  and  after  a 
period  of  operation  under  accounting  rules  to  be  adopted 
by  thui  Commission,  it  is  found  that  earnings  in  excess  of 
8  per  cent,  can  be  obtained  without' exacting  rates  more  tiian 
the  service  is  reasonably  worth,  the  Commission  will  not  con- 
sider earnings  as  high  as  10  per  cent  to  be  excessive. 

The  decision  herein  shall  be  the  subject  of  future  review, 
and  shall  not  be  treated  as  res  adjudicata. 

Ordbb. 

/(  is  therefore  ordered,  That  the  defendant,  the  Pacific 
Gas  and  Electric  Company,  abandon  its  present  schedule  of 
rates  for  the  sale  of  electricity  (except  for  street  lightiii;;) 
in  the  City  of  Phoenix  and  vicinity  and  on  or  before  July 
15, 1913,  put  into  effect  and  maintain  until  the  further  order 
of  the  Commission,  the  following  schedule  of  rates  for  elec- 
tricity to  be  charged  all  consumers,  except  the  City  of 
Phoenix  for  street  lighting. 

Lighting   Rates. 

For  a  monthly  consumption  of  12  k.w.h.  or  less  $1.00. 

For  the  first    100  k.w.h.  consumed  in  any  one  month  8.5  cents  per  Icw.h. 

For  the  next  100  k.w.h.  consumed  in  any  one  month  7  cents  per  k.wJj. 

For  the  next  lOO  k.w.h.  consumed  in  any  one  month  6  cents  per  k.w.h. 

For  the  next  200  k.w.h.  consumed  in  any  one  month  5  cents  per  k.w.h. 

For  the  next  2S0  k.w.h.  consumed  in  any  one  month  4  cents  per  k,w.h. 

For  the  next  250  k.w.h.  consumed  in  any  one  month  3.5  cents  per  k-wJi, 
All  in  excess  of  1,000  k.w.h,  consumed  in  any  one  month  3.4  cents  per  k.w.h. 
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PowKB   Rates. 

For  a  raontfaly  consumption  of  14  k.w.h.  or  less  $1.00. 

For  the  first    100  k.w.h.  consumed  in  any  one  month  7.5  cents  per  k.w.h 

For  thf  next  100  k.w.h.  consumed  in  any  one  month  6     cents  per  k.w.h. 

For  the  next  100  k.w.h.  consumed  in  any  one  month  5     cents  per  k.w.h. 

For  the  next  200  k.w.h.  consumed  in  any  one  month  A     cents  per  k.w.h. 

For  the  next  250  k.w.h.  consumed  in  any  one  month  3     cents  per  k.w.h. 

For  the  next  250  k.w.h.  consumed  in  any  one  month  2.8  cents  per  k.w.h. 

AH  in  excess  of  1,000  k.w.h.  consumed  in  any  one  month  2.6  cents  per  k.w.h. 

It  ia  further  ordered,  That  the  foregoing  rates  be  and  the 
same  are  hereby  made  effective  as  of  September  1,  1912,  .and 
that  reparation  be  made  to  the  parties  of  record  of  all  monies 
collected  io  ezcesB  of  the  said  rates  since  September  1,  1912. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
ordered  filed  as  the  opinion  and  order  of  the  Arizona  Corpora- 
tion Commission. 

Dated  at  Phoenix,  Arizona,  this  twenty-third  day  of  June, 
1918.  

I.  E.  Huffman.  Mayor,  et  al.,  vs.  TuosoN  Gas,  Elboteic 
Light  and  Power  Cohfany. 

Docket  No.  4. 

Decided  July  9,  1913. 

Unreuonable  and  Discrimuutory  Ratea — Valuation  of  Property'. 

Complaint  alleging  that  the  rates  charged  for  gas  and  electricity  m 
Tucson  by  the  Tucson  Gas,  Electric  Light  and  Power  Company  were  dis- 
criminatory and  excessive. 

Diacrimination  in  Rates. 

It  appeared  that  concessions  in  the  rates  for  electricity  which  had  been 
granted  to  influential  patrons  prior  to  the  passage  of  the  statute  prohibiting 
discrimination  still  prevailed. 

Held:  That  all  consumers  should  share  equally  in  the  advantages  and 
burdens  of  conducting  public  service  corporations  and  that  the  rates  to 
patrons  similarly  situated  and  using  equal  quantities  of  service  must  be 
nniform. 

Agr««d  Valuation. 

The  engineers  of  the  Commission  and  those  of  the  company  submitted  an 
agreed  valnation  of  the  physical  properties  including  unit  prices,  cost  of 
reproduction,  scrap  value,  condition  and  depreciated  value.  Certain  dis- 
puted questions  were  reserved  for  the  determination  of  the  Commission. 
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Invuanenti  by  Public  Utilities  in  Private  Undertaltingi. 

The  Commission  disapproved  the  practice  of  the  respondent  in  making 
investments  in  local  private  undertatcings. 

Held:  That  tlie  Commission  disapproves  such  investments  tor  the  reason 
that  they  increase  the  amount  of  the  investment  on  which  a  return  is  claimed 
and  although  in  certain  instances  they  may  conduce  to  the  general  upbuild- 
ing of  the  community  and  ultimately  tend  to  result  in  increased  earnings 
for  the  utility,  on  the  other  hand,  when  not  wisely  made,  they  will  result 
in  a  demand  for  increased  rates. 

Provision  for  Patnre  Requirements — Cost  of  Extensions  into  Tributary 
Territory— Cost  of  Anticipated  Change  in  Pod  Used. 


In  view  of  future  requirements  the  Commission  included  in  its  valuation 
the  appraised  value  of  buildings  which  were  larger  than  necessary  for 
present  needs.  The  cost  of  extensions  in  process  of  construction  beyond 
the  city  limits  into  tributary  territory  was  included  since  it  appeared  that 
they  would  inure  to  the  benefit  of  the  community,  and  an  adequate  income 
therefrom  was  insured  to  the  company.  The  Commission  refused  to  allow 
tor  the  cost  of  an  anticipated  substitution  of  coal  in  place  of  oil  as  fuel, 
since  the  former  was  more  expensive  and  there  was  no  definite  or  early 
prospect  of  such  a  change  being  warranted. 

Value  of  Abandoned  and  Superseded  Property. 

Held:  That  losses  due  to  the  abandonment  of  property  should  have  been 
written  off  during  past  years  and  should  not  be  included  in  the  value  for 
rate- making  purposes. 

Value  of  Equipment  Furnished  Consumers. 

Held:  That  the  value  of  equipment  loaned  or  rented  to  consumers  should 
not  be  included  in  a  valuation  of  the  property  used  to  serve  the  general 
public  for  the  reason  that  its  inclusion  would  result  in  i 
against  those  consumers  who  furnish  their  own  equipment. 

Cost  of  Franchise. 

No  allowance   was   made   for  the   cost  of  the   respondent* 
the  reason  that  no  definite  expenditure  therefor  was  shown. 


Held;  That  the  respondent's  earnings  have  been  more  than  sufficient  to 
offset  any  claims  for  going  value. 

Overhead  Allowance. 

Held:  That  12  per  cent,  should  be  allowed  for  overhead  chat^es  and  all 
intangibles,  to  be  computed  on  the  agreed  present  physical  value  exclusive 
of  real  estate  and  equipment  loaned  or  rented  I 


Replacement  Value — Present  Value. 

The  Commission  determined  the  replacement  value  and  the  present  value 
of    the    properties.      It    adopted    a    total    depreciated    or    present    value    of 
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$381,538  as  compared  with  $649,563  claimed  by  the  company.  The  agreed 
present  value  of  the  physical  property  was  $327,721,  the  difference  between 
the  hnal  figures  used  by  the  Commission  and  the  company  consisting  chiefly 
of  divergent  estimates  as  to  intangible  values. 

Preaent  Value  as  Basis  of  Rates— Depreciation — Rate  at  Return — Bene- 
fits of  Economy  and  Efficiency. 

Held:  That  under  the  conditions  existing  in  Tucson,  the  depreciated  value 
oF  the  property  is  the  value  which  should  be  adopted  for  rate-making  pur- 
poses and  upon  which  allowances  for  depreciation  and  return  on  the  invest- 
ment should  be  computed; 

That  3.5  per  cent,  on  the  depreciable  property  should  be  allowed  annually 
for  depreciation; 

That  in  view  of  local  prospects  and  conditions,  the  respondent  should  earn 
not  less  than  8  per  cent,  and  that  10  per  cent,  will  not  be  considered  ex- 
cessive if  it  can  be  earned  through  the  practice  of  economies  or  through 
the  introduction  of  greater  eifidency. 

Benefit  of  Savings  Effected  by  Consolidation. 

In  its  estimate  of  operating  expenses  the  Commission  refused  to  recognize 
the  respondent's  claim  that  the  savings  made  possible  by  its  consolidation 
and  joint  operation  of  the  gas,  electric  lighting  and  railway  service,  should 
accrue  to  it  instead  of  resulting  in  a  reduction  of  rates. 

Commission  Expenses. 

Held:  That  the  necessary  expenses  of  this  investigation  should  tie  given 
consideration  and  distributed  over  a  period  of  years. 

Reduction  of  Rates — Financial  Independence  of  Gas  and  Electric  De- 
partments. 

The  Commission  reduced  the  rates  charged  for  electricity  but  did  not 
disturb  the  gas  rates  for  the  reason  that  they  did  not  yield  a  rate  of  return 
in  excess  of  that  found  reasonable. 

With  respect  to  the  respondent's  contention  that  the  electric  department 
should  be  allowed  to  assist  the  gas  department  financially  until  the  net 
earnings  of  the  latter  had  been  built  up  by  increased  business. 

Held:  That  each  department  must,  under  the  law,  be  considered  inde- 
pendently of  other  departments. 

Consimiers'  Deposits — Interest  on  Deposits, 

Held:   That    it   is   proper   to   require   a   deposit   of   prospectiv 
covering  the  estimated  consumption   for  two  years  in  advance  i 
alt    losses    through    non-payment    for    service    must    fall    directly    upon    the 
remaining   consumers. 

Held:  That  the  respondent  must  observe  the  statute  in  respect  to  the 
payment  of  interest  on  consumers'  deposits.* 

•Editor's  headnote. 
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Appbaiungbs: 

G.  P.  Bullard,  Attorney-General,  for  the  BUte. 

Frank  E.  Curley,  City  Attorney  of  Tncson,  for  complain- 
ants. 

John  M.  Oiin,  of  Madison,  Wisconsin,  and  8.  L.  Kintjan, 
of  Tncson,  for  respondent. 

Bbpost. 

The  original  complaint  was  filed  May  27,  1912;  this  was 
snperseded  by  an  amended  complaint  filed  July  23,  1912, 
npon  which  issues  were  joined  and  hearing  was  held  at  the 
Superior  Conrt  room  in  Tncson,  commencing  September  6, 
1912. 

Complainants,  the  Mayor  and  Common  Council  of  the  City 
of  Tucson,  in  the  amended  complaint,  aver  substantially  as 
follows: 

FmsT:  That  the  charge  of  twenty  cents  per  k.w.h.  for  electrical  energy 
is  excessive,  unreasonable,  and  should  be  reduced ; 

Secokd:  That  discounts  from  the  charge  of  twenty  cents  per  k.w.h.  are 
made  certain  consumers,  while  others  are  not  allowed  to  benefit  thereb ; 

Thbd:  That  discrimination  is  made  between  consumers,  in  that  charges 
for  electrical  energy  range  between  twenty  cents  per  k.w.h.  and  two-and- 
one-half  cents  per  k.w.h.; 

FomtTH:  That  the  rates  for  gas  vary  from  fl.OO  to  $2,00  per  thousand 
cubic  feet  to  general  consumers,  and  that  the  rate  of  $2.60  is  charged  Pima 

Fifth  :  That  such  charges  of  $2.60  and  $2.00  per  thousand  cubic  feet 
are  excessive  and  unreasonable; 

Sixth:  That  an  inferior  quality  of  gas  is  furnished,  the  service  is  un- 
satisfactory and  the  gas  equipment  and  plant  inadequate  and  not  in  proper 
condition ; 

Seventh:   That  the  electrical  energy  is  inadequate  and  unsatisfactory; 

Eighth:   That  the  system  of  distribution  is  not  uniform; 

Ninth:  That  a  meter  rent  of  fifty  cents  per  month  is  charged  each 
consumer  of  electrical  energy. 

Spkoal  Order  No.  7. 

Upon  receipt  of  the  original  complaint,  the  Commission, 
by  Special  Order  No.  7,  required  respondent  to  sabmit  an 
inventory  and  appraisal  of  its  physical  property  and  inform 
the  Commission  as  to  the  following : 
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1.  Value  of  franchise. 

2.  Certified  copy  of  franchise  under  which  respondent  is  operating. 

3.  The  location  of  its  property. 

4.  Dimensions  and  general  description  of  lands  and  structure. 

5.  Type,  character  and  general   description  of  machinery,   material  and 
appliances. 

6.  Year  built. 

7.  Condition  per  cent 

8.  Original  cost 

9.  Reproduction  value. 

10.  A  copy  of  last  annual  balance  sheet. 

11.  Book  value  of  rights  and  franchises  if  carried  as  an  asset. 

12.  Itemized  statement  of  assets  showing  all  investments. 

13.  Consumers'  deposits — electric 

14.  Consumers'  deposits — gas. 

15.  Cost  of  electricity  purchased. 

16.  Cost  of  electricity  generated. 

17.  Cost  of  gas. 

18.  Other  information  affecting  the  cost  and  reproduction  values  of  the 
properties. 

July  18,  1912,  respondent  filed  reports  in  compliance  with 
this  order  and  furnished  certain  other  details  concerning 
value  of  its  properties.  Upon  order  of  the  Commission  dur- 
ing the  hearing  all  meter  rental  charges  were  abolished.  A 
detailed  inventory  of  respondent's  properties  made  under 
the  joint  supervision  of  the  engineers  of  the  respondent  and 
the  engineer  of  the  Commission,  was  made  and  submitted. 
This  inventory  wafl  prepared  as  of  October  1,  1912,  filed 
^November  11,  1912,  and  was  accompanied  by  maps  of  the 
electrical  and  gas  distributing  systems. 

An  inventory  of  Uie  gaa  and  electrical  properties,  as  of 
October  1,  1912,  was  filed  showing  all  general  details  of  said 
properties,  itemized  as  to  anit  prices,  cost  of  reproduction, 
scrap  value,  condition  and  depreciated  value.  This  agreed 
valuation  was  submitted  to  the  Commission  in  a  joint  letter 
of  the  engineers  of  respondent  and  the  CommisBion,  Novem- 
ber 13,  1912,  and  is  shown  in  full  in  this  opinion  and  order. 
Briefs  were  filed  by  the  Attorney-General,  the  City  Attorney 
of  Tucson  and  respondent's  attorneys,  and  oral  argument  was 
made  before  the  Commission  in  Phoenix  early  in  February, 
1913,  by  the  Attorney-General  and  counsel  Olin  for  respond- 
eat. The  matters  and  things  involved,  as  well  as  general  (]ue»- 
tions  arising  in  the  regulation  of  public  service  corporations, 
have  been  ably  and  exhaustively  presented,  to  all  of  which  the 
Commission  has  given  careful  consideration.       ■    ^^'^ 
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Complaints. 

The  couaplaint  allegeii  that  the  gas  and  electric  service 
were  unsatisfactory.  Many  witoesses  were  called  to  support 
these  claims  and  from  the  evidence  it  appears  that  some  dis- 
satisfaction existed  as  to  electric  service.  The  general  trend 
of  such  testimony  went  to  the  dimness  and  fluctuation  of 
lights  within  certain  areas.  Respondent  contended  that  this 
was  occasioned  by  inferior  wiring  within  the  premises  of  tlie 
persons  so  complaining. 

iNumeroos  complaints  were  made  by  consumers  against 
rates  charged  for  gas  and  electric  service,  covering  all  classes 
of  service. 

The  respondent  specifically  denied  all  allegations  as  to  un- 
reasonableness of  rates  and  contended  that  its  receipts  were 
not  sufficient  to  provide  operating  expenses,  proper  return 
upon  its  investment,  and  to  set  aside  a  depreciation  fund 
safflcient  to  maintain  its  plants  to  the  required  standard  of 
efficiency. 

Testimony  of  officers  of  the  University  of  Arizona  was  that 
the  electric  service  at  that  institution  was  irregular.  Re- 
cording charts  of  the  voltage  taken  in  the  laboratory  were 
introduced  as  exhibits  corroboratory  of  such  claims.  It  ap- 
peared that  the  irregularities  occurred  during  the  early  morn- 
ing hours  or  during  the  day  when  the  large  pumps  and  motors 
at  the  university  were  in  operatiou. 

Complaints  as  to  rates  and  charges  made  for  electric  serv- 
ice were  of  a  much  more  serious  nature  and  a  gi'eat  amount 
of  testimony  was  introduced  showing  discrimination.  Audi- 
tors for  the  Commission  examined  respondent's  records  and 
presented  in  their  report  eshil)it8  showing  a  wide  range  of 
rates  for  tlie  same  class  of  electric  service.  It  appears  that 
discrimination  prevailed,  possibly  the  result  of  influem-es 
brought  to  bear  in  the  past  when  unequal  charges  were  not 
unlawful  and  before  public  service  corporations  were  sub- 
ject to  Commission  control.  Some  of  the  larger  patrons  in 
the  business  district  have  used  their  commercial  business 
to  secure  preferential  residcm-e  rates  at  their  homes;  con- 
cessions were  granted  for  varii)us  reasons,  and  in  general 
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the  condition  foond  to  exist  with  respect  to  varying  rates 
was  not  unlike  conditions  existing  in  many  cities  and  towns 
where  utilities  are  unrestrained  by  law  or  Commissian. 

Evidence  was  presented  showing  that  higher  charges  for 
electric  service  were  exacted  from  those  who  secured  illumi- 
nation from  sources  other  than  from  the  respondent.  It 
appears  that  consumers  so  complaining  had  installed  gaso- 
line lighting  plants  and  used  electricity  only  to  relieve  or 
assist  the  gasoline  plants. 

Respondent  contended  that  the  higher  rates  exacted  under 
what  was  termed  "break -down  or  auxiliary  conditions,"  were 
justified,  and  that  it  would  be  unfair  to  the  general  public 
to  allow  a  few  consumers  to  secure  a  portion  of  their  service 
at  the  same  rates  that  are  charged  the  general  public  for 
their  entire  servica  These  privately  owned  lighting  plants 
were  usually  installed  to  afford  relief  from  charges  for  elec- 
tricity deemed  by  those  installing  them  to  be  excessive. 

Our  order  herein  will  eliminate  all  discrimination  and  pref- 
erence. Bates  must  be  uniform  for  similar  classes  using 
equal  quantities  of  electrical  energy.  All  consumers  should 
share  equally  in  the  advantages  and  burdens  of  maintaining 
public  service  corporations. 

Pima  County  is  cliarged  an  excessive  rate  for  gas  service  at 
the  court  bouse  as  compared  with  the  rates  charged  to  all 
other  consumers.  This  is  wholly  unwarranted,  inexcusable, 
and  unexplained.  Respondent  occupies  county  highways  with 
its  poles  and  wires,  and  the  county  might  well  have  demanded 
consideration  instead  of  submitting  to  higher  rates  than  those 
paid  by  any  other  consumer. 

HiSTOET. 

The  electric  lighting  plant  in  Tucson  was  installed  about 
1892.  The  installation  at  that  time  comprised  higii  speed 
steam  engines,  belted  to  Edison  bi-polar  generators,  and 
served  direct  current  to  the  business  district  and  immediate 
vicinity.  This  plant  continued  to  grow  and  be  enlarged  as 
a  direct  current  system  until  1904  or  1905,  when  the  develop- 
ment of  the  art,  the  extent  of  the  business  and  the  require- 
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meots  of  the  serrice  demanded  that  more  modem  eqaipmcit 
be  provided.  Later  a  new  plant  was  constmcted  on  West 
Sixth  Street,  between  North  Court  Street  and  North  Meyer 
Street,  its  present  location. 

About  1880,  a  Hanlon  oil  process  gas  plant  was  instated 
at  what  is  now  the  location  of  the  present  electric  lighting 
plant  This  plant  continued  in  existence  until  about  1890 
when  it  was  destrojed  by  a  windstorm,  leaving  the  city  with- 
out gas  until  1903,  when  the  new  plant  was  constructed. 

The  present  electric  light  and  gas  plants  have  kept  pace 
with  the  growth  of  the  city,  extending  their  systems  and  en- 
larging their  plants  as  necessity  required. 

The  street  lighting  system  first  installed  for  the  city  was 
direct  current  arc  lights.  The  D.  C.  system  was  replaced 
by  the  then  more  modem  A.  C.  system,  necessitating  the 
installation  of  series  alternating  arc  lamps  and  A.  C.  motors. 

The  original  electric  light  plant  was  owned  by  local  Tncson 
interests;  the  original  gas  plant  was  built  and  owned  by 
the  Pacific  Oas  Improvement  Company  of  San  Francisco  and 
sold  to  the  local  interests  owning  the  electric  light  plant  in 
1893  or  1891.  The  ownership  of  both  these  properties  con- 
tinued undisturbed  from  such  time  ontil  the  sale  to  J.  J. 
Henry  and  associates  about  1903.  These  parties  continued 
in  ownership  of  the  property,  later  becoming  a  part  of  the 
United  States  Light  and  Traction  Company,  which  continued 
to  own  and  operate  the  plants  until  about  1910,  at  which  time 
the  ownership  was  vested  through  stock  transfer  to  the  Fed- 
eral Light  and  Traction  Company. 

The  area  served  by  respondent  was  confined  to  the  City  of 
Tucson  and  immediate  vicinity  until  recently,  when  demands 
for  service  beyond  the  city  limits  caused  the  electric  lines 
to  be  carried  to  the  University  of  Arizona,  the  Desert  Labora- 
tory, the  city  puuijiiiig  plant,  and,  io  the  very  recent  past,  to 
the  irrigated  districts  operated  by  the  Pima  Land  and  Water 
Company  lying  soutli  and  east  of  tlie  city. 

The  gas  department  has,  from  time  to  time,  extended  its 
mains  to  accommodate  the  growing  population  and  increas- 
ing demands  within  the  city. 
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Outstanding  SacuBrnHB. 

The  respondent  bad  outstanding,  at  the  end  of  its  fiscal 
year,  June  30, 1912,  f 22,500  of  its  preferred  stock,  and  f317,- 
500  of  its  common  stock,  and  9305,000  of  first  mortgage  bonds. 
Of  the  $325,000  bonds  authorized,  f20,000  is  still  held  in  the 
treasury. 

Balancb  Shbhts. 

Balance  sheets  of  respondent  vere  prepared  as  of  June  30, 
1911,  and  June  30,  1912,  b;  the  auditors  of  the  Commission 
and,  for  and  on  behalf  of  respondent,  by  Miles  and  Miles, 
Certified  Public  Accountants,  of  New  York,  and  introduced 
as  exhibits  which  show  as  follows : 
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COMPARISON  OF  BALANCE  SHEETS  AS  PER  BOOKS. 


Capital  Stock.  LtABiLims  and  Surplus. 


Capital  Stock: 

Preferfed 
Common 

June 

$  22,500.00 
317,500.00 

$325,000,00 
55,000.00 

30.  1911 
$340,000.00 
270,000.00 

11,717.60 
39,038.93 

JU«E» 

$  22.500.00 
317,500,00 

1912 

First  Mortgage  Bonds: 

Certified 
Less  treasury  bonds 

$325,000,00 
20,000,00 

$340,000.00 

Current  Liabilities : 

Accounts  payable               i*.622SS 
Customers*  meter  de- 
posits                               4,072.00 
Customers'    prepaymcnls     1,612.66 
Accrued    taxes                     1.410.06 

$4,475.54 

4,4^.00 
1.569.36 
1,187.47 

305,00000 

TOTAL  CURRENT  LIABILITIES 

Federal  Light  and  Traction  Co. : 

Nates  payable                  $16,513.22 
Accrued    interest  on 

bonds                                2,700.00 
Accrued   interest   on 

floating  debt                       213,21 
Dividends  payable              19,612.50 

$58275 

3,108.33 

422.95 

11,679,37 

Trinidad  Elec.  Trans., 

Ry.  and  Gas  Co. 
E)eming     Ice     and 

Electric  Co. 

Reserve  Accounts: 

Reserve  for  accidents 

Reserve  for  bad  debts            $192.25 

Reserve  for  rebates  and 

allowances 
Reserve  for  depreciation    31.987.11 
Rent  for  appliances 

$774,42 
1,162.47 

2,9(ff.90 

31,987.11 

368,00 

4.114,03 
35,00 
690 

/.Google 
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Surplus : 
Balance,  June  30, 1911       |96^.74 
Less  adjustments  of 
balance,  June   30, 
1911 


95.646.44 

Profits  for  year  end- 

ing June  30,  1912 

46.95992 
142,606.36 

Less  dividend  paid, 

December  31,  1911 

10.087.50 

96,254.74 

132.518.86 

Totals 

$789.19a63 

Assets. 

$830,554.06 

June  30,  1911 

June  30, 

,  1912 

Property  Accounts: 

Balance,  June  30,  1911 

$724,«4.24 

$724,644.24 

Less     electric     signs 

transferred  to  sign 

account 

1.410.69 

$723,233.55 

Additions  for  year  end- 

ing June  30.  1912 : 

Electric  Department: 

Poles  and   fixtures 

$    2;475.67 

Overhead       conductors 

and  devices 

3,147.82 

Services 

1,697.09 

Meters 

2,041.96 

Line  transformers 

1.924.03 

Arc  and  glower   lamps 

137.83 

Customers'    installation 

1.15S.4S 

Municipal   street   light- 

ing system 

151.02 

Furniture  and   fixtures 

843.S3 

Shop  equipment 

19.00 

84.95 

Stable  equipment 

172.10 

Laboratory     equipment 

H20 

Tools       and       instru- 

ments 

132.84 

Engineering  and  super- 

intendence 

36J0S 

Miscellaneous 

12SA6 

Southern  Pacific  pump 

46559 

Work  in  progress 

161.55 

Total  Electric  De- 
partment 
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Gas  D«partni«nl: 

Tnwk  lines  and  mains 

$1,477.83 

Services 

1,1S5J4 

Gas  meters 

50170 

.32 

Gas  engines  and  appli- 

ances 

szio 

Gk    laboratory    equip- 

ment 

103.8S 

Gas    tools   and    imple- 

ments 

43.7!> 

Total  Gas  Depart- 

ment 

3,365.33 

$741,«972 

Less  transformers  re- 

moved from  plant. 

590.44 

TOTAL  PBOPERTY   AC- 

COUMT 

$724,644.24 

fr40fi392S 

Old     Pueblo     Co.,     5 

shares    @    par           $  500.00 

$       500.00 

ConsoUdated  Naf !.  Bk, 

par  ?S00 

937 JO 

937.50 

R'y.  Holding  Co.,    100 

dures@par 

1^000.00 

!;000,00 

Pioneer    Smelting   Co., 

bond,  par  $100 
Catalina       Exploration 

Co.,  stock,  par  $100. 


TOTAL  .KVEST 

«NTs                           2,437,50 

Current  AsseU: 

Cash 

$26,378.64 

$26^1&40 

Petty  cash 

1,250.00 

2,250.00 

Notes  receivable 

1,300.00 

900.00 

Accounts      receivable, 

Customers 

12,969.78 

22,820.81 

Accounts      recei 

able. 

Miscellaneous 

2a  10 

Prepaid    tnsuranc 

e           1,030.61 

1,375.14 

Inventories : 

Storeroom 

2,562.05 

6.229.68 

Fuel 

3.105.17 

4,498J3 

$64.31246 
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Federal  Ught  and  Trao 
tton  Co. 

7,735.86 

Notes  and  Accounts  Re- 
ceivable from  Allied 
Companies: 

Montrose    Electric 

Light     and     Power 

Company,   note        $  1,000.00 
Rawlins  Electric  Light 

and  Fuel  Company, 

note                              10,000.00 
Tucson  Rapid  Transit 

Company,  account          33S.0O 

$  10,000.00 
457.41 

TOTAL     NOTES     AND 

ACCOUNTS  BBCEIV- 

ABLE      ntOH      AL- 

11,335.00 

IC.457.41 

Open  Debit  Accounts: 

Suspense                       $  1,177.61 
Electric  signs 

1,177.64 

$    2,129.29 
2,640J6 

TOTAL     OFKN      DEBIT 

4769.55 

Totals  $789,190.63  $830,554.06 

The  details  of  the  above  balance  sheets  have  been  closely 
analyzed  by  the  Commission.  Kespondent  owns  five  shares 
of  the  Old  Pneblo  Company,  reported  at  the  par  value  of 
(500.  The  Old  Pueblo  Company,  a  club,  has  a  hollding  on 
Stone  Avenue,  built  by  local  stock  subscription. 

Interest  in  the  Consolidated  National  Bank,  of  fSOO,  is 
taken  credit  for  at  f937.50.  This  was  a  subscription  of  the 
respondent  ^ven  at  the  time  the  bank  was  reorganized,  which 
investment  has  since  increased  in  value. 

The  ownership  of  100  shares  of  stock,  being  credited  at  par 
and  showing  value  of  (1,000,  was  purchased  from  the  Rail- 
way Holding  Company  and  the  subscription  therefor  made 
for  the  purpose  of  assisting  and  encouraging  the  entry  of  the 
El  Paso  and  Soathwestern  Railroad  into  Tucson. 

The  bond  of  the  Pioneer  Smelting  Company,  par  value 
(100,  is  carried  at  (1.00. 
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The  share  of  stock  of  tbe  Catalina  Exploration  Companjr, 
par  value  flOO,  is  carried  at  a  value  of  $1.00. 

The  aggregate  of  these  various  invcatmeuts  as  shown  iu 
the  balance  sheet  amounts  to  $2,439.^0. 

This  Commission  does  not  uppnive  of  public  service  cor- 
porations making  investments  in  private  undertaking,  even 
though  such  private  undertakings  may  be  meritorious,  and 
even  though  sucb  investments  may  l>e  for  tbe  general  n-p- 
building  of  the  community  and  tending  to  ultimately  react 
in  favor  of  increased  earnings  accruing  to  tlie  company. 
This  disapproval  is  for  ttie  reason  that  such  investments  mar 
not  be  wisely  made,  and  in  such  cases  ultimately  react  in 
tbe  company's  claim  for  investments  upon  which  earnings 
should  be  allowed. 

Valuation, 

At  the  time  of  the  hearing  before  tbe  Commission,  the  re- 
spondent was  ordered  to  make  a  valuation  of  its  gas  and 
electric  properties  in  conjunction  witli  representatives  of  tlie 
city  under  tbe  general  supervision  of  engineers  representing 
both  the  respondent  and  the  Commission. 

These  representatives  made  a  detailed  account  of  all  tbe 
distributing  aysteuiB,  measured  up  both  gas  and  electric  lines, 
tabulated  the  results,  transferred  these  results  to  maps  and 
constructed  lists  of  all  the  detailed  items  of  tbe  properties 
as  accurately  as  possible.  The  various  items  and  the  whole 
thereof  were  then  valued  by  the  engineers  of  the  respondent 
and  Commission  and  all  differences  adjusted  by  such  en- 
gineers. The  inventory  was  so  taken  as  to  show  tbe  items  of 
property,  the  age  and  present  condition  of  each,  in  order 
that  tbe  valuation  finally  determined  might  be  computed 
on  a  reproduction  basis  as  well  as  depreciated  value. 

The  value  of  the  physical  properties  of  tbe  respondent  as 
agreed  to  by  the  engineers  of  the  respondent  and  the  en- 
gineers of  tbe  Commission,  completed  on  the  thirteenth  day 
of  November,  1912,  and  immediately  submitted  to  the  Com- 
mission, was  as  follows : 
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Phoenix.   Ariiona,    November    13,   1912. 
To  the  Honorable 

The  Arisona  Corporation  Commission, 
Stale  Capitol  Building, 
Phoenix,  Arizona. 

The  Tucson  Gas,  Electric  Light  and  Power  Company, 
Tucson,  Arizona. 

Tucson  Physical  Valuation. 

As  per  your  instructions,  we  have  revalued  the  revised  inventory  lists 
of  the  Tucson  properties,  as  taken  by  our  joint  representatives,  with  the 
following  total  results,  to  which  final  valuation  we  hereby  both  agree: 

Electric  Department,  Replacement  Valuation  $275,738 

Electric  Department,  Present  Valuation  243,645 

Gas  Department.  Replacement  Valuation  106,765 

Gas  Department,  Present  Valuation  84,076 

GRAND   TOTAL    PHYSICAL   REPLACEMENT   VALUAIioN  382.503 

GRAND   TOTAL    PHYSICAL    PRESENT    VALUATION  327,721 


In  the  above  totals  there  are  included  the  following  items,  which  are 
for  your  information  or  consideration,  they  being  matters  which  are  not 
decided  by  the  writers. 

First:  We  have  reduced  the  total  investment  in  services  by  an  amount 
equal  to  that  representing  the  cost  of  services,  'both  gas  and  electric,  to  the 
consumer,  and  which  has  not  been  rebated,  as  accurately  as  from  the  com- 
pany's records,  bonks  and  other  information,  could   be  obtained  by  us. 

If  further  check  is  desired,  we  suggest  that  the  Commission's  auditor 
review  the  records  and  information   from  which  our  decision  was  made. 

Second:  We  have  included  the  following  material  and  equipment,  which 
is  loaned  by  the  company  to  its  customers : 

Wiring   (only)    for  arc  lamps,  present  value  $    400 

Electric   motor,   signs,   wiring   and   installations,   present 

value  11,458 

Gas  stoves,  arcs,  appliances  and  installation,  present  value    2,180 


We_  leave  this  value  of  $14,038 

which    is    included    above,    subject    to    argument,   and    your  decision    as    to 
whether  it  is  to  be  allowed  in  the  valuation  or  condemned. 

Third:     There  is  in  storeroom  account,  included  herein,  certain  apparatus 
not  in  use,  as  follows: 

Oil    switches,  resistances  ami  "regulators  $3,160 

One  gas  engine,  two  motors,  D.  C,  and  scrap  copper  1,100 


$4^ 

..  -Ir.  Koincr's  position  is  that  the  present  value  of  the  shop  and 
— .^ — .rt  building,  totaling  $3,500,  represents  more  value  than  is  necessary 
for  the  purposes  to  which  they  are  put, 

— a'^ 
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Fifth:  la  the  above  total  values  are  included  $30,661,  replacement,  or 
$28,006,  present  value,  outside  of  the  city  limits  of  Tucson,  which  have  been 
included  in  these  total  valuations,  and  which  are  also  included,  to  the  ex- 
tent of  $2,735,  in  the  $11,458  referred  to  in  Item  2nd  above.  This  invest- 
ment covers  87  services,  of  which  39  are  residences  and  48  are  commercial 
and  pumping  installations,  including  among  others  the  Tucson  City  Water 
Works,  the  Arizona  University,  Tucson  Farms  Company,  Indian  School, 
Deaf  and  Dumb  School,  Tucson  Sanitarium,  flour  mill,  rock  crusher,  St 
Mary's  Hospital,  Carnegie  Laboratory,  etc. 

Sixth  :  This  valuation  does  not  cover  or  include  expenditures  now  under 
way  and  authorized  by  the  company,— as  $15,273.00  for  Tucson  Farms  lines 
beyond  the  city,  water  plant,  and  other  authorizations  for  plant  extensions, 
gas  and  electric  line  extensions,  etc. 

No  allowance  has  been  made  for  omissions  to  inventory,  engineering, 
superintendence,  or  other  "overhead"  charges. 

The  above  is  mutually  agreed  to  in  whole  and  in  part  by  your  engineers. 
Respectfully  submitted, 


In  the  above  values  are  included  |23,867,  replacement, 
or  123,357,  present  corrected  value,  of  property  outside  the 
city  limits  of  Tucson,  which  investment  covers  the  distribu- 
tion system  in  the  electric  department  necessary  to  serve 
87  consumers,  of  which  39  are  of  the  residential  class  and 
48  commercial,  among  the  latt«r  being  the  Tucson  City  Water 
Works,  the  University  of  Arizona,  the  Pima  Land  and  Water 
Company,  the  Indian  School,  the  School  for  Deaf  Mutes,  the 
Tucson  Sanitarium,  flour  mill,  rock  crusher,  St  Mary's  Hos- 
pital, Carnegie  Laboratory,  etc.       ^ 

This  valuation  did  not  include  expenditures,  being  made 
at  the  time  of  such  valuation,  aggregating  $15,273,  for  ex- 
tensions to  the  Pima  Land  and  Water  Company;  nor  did 
it  include  authorizations  by  the  company  for  pltmt  exten- 
sions, gas  and  electric  extensions,  etc.  No  allowance  was 
made  for  overhead  charges. 

The  engineer  for  the  Commiasion  claimed  that  a  reduction 
of  f3,500  should  be  made  from  the  value  of  the  power  plant 
buildings,  for  the  reason  that  the  invcBtment  in  the  storage 
or  wai-ebouse  buildinfi  was  larger  than  was  then  necessary 
or  being  used  for  the  purpose  of  carrying  on  the  business. 
Some  of  the  buildings  were  not  constructed  for  the  purpose 
for  which  they  are  used.    In  the  light  of  the  facts  and  prob- 
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able  future  requirements  of  respondent,  we  are  of  the  opinion 
tliat  the  appraised  value  of  buildings  should  be  allowed. 

ReTiewing  respondent's  contention  that  the  investment  in 
commercial  arc  lamps  loaned  the  business  cousumers  of  the 
city,  gas  engines  used  for  pumping  for  irrigation  purposes 
pending  extension  of  electric  lines,  the  investment  in  gas 
appliances  used  by  private  consumers,  and  investment  in 
flat-irons,  fans,  motors,  etc.,  rented  or  loaned  consumers,  it 
is  our  opinion  that  this  property  should  not  be  included  in 
the  valuation  of  the  property  used  to  serve  the  general  pub- 
lic, and  it  is  therefore  disallowed.  Such  allowance  would 
nnqaestionably  result  in  discrimination  against  the  many 
consumers  furnishing  their  own  appliances. 

OVHEHBAD  VaLUBS. 

There  are  certain  elements  of  value,  other  than  those  con- 
sidered in  the  inventory,  which  must  be  taken  into  considera- 
tion in  determining  the  proper  and  equitable  value  of  the 
properties  of  the  respondent  for  rate-making  purposes. 

Fair  and  reasonable  rates  should  take  for  their  basis  the 
proper  allowance  of  all  elements  of  value,  tangible  and  in- 
tangible, and  evidence -has  been  introduced  setting  forth 
certain  items  of  everhead  values,  some  of  which  it  seems 
proper  to  allow  in  excess  of  the  agreed  valuation. 

It  is  unnecessary  to  outline  in  more  than  a  general  way 
the  claims  of  the  respondent  regarding  these  items,  as  the 
same  are  reviewed  in  comprehensive  form  in  the  briefs  and 
arguments  submitted. 

Gbnbeal  Contractoh's  Profit. 

A  general  contractor's  profit,  to  be  added  to  the  agreed 
valuation  after  deducting  the  value  of  the  land,  is  claimed 
by  the  respondent  on  the  assumption  that  such  agreed  valua- 
tion included  no  allowance  for  general  contractor's  profit, 
the  items  of  value  only  contemplating  sub-contractor's  profit 
or  actual  work  by  the  respondent's  employees.  On  the  other 
hand,  it  is  contended  by  the  Attorney-General  and  City  At- 
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tornej  that  tlie  plants  or  systems  of  the  respondent  were 
not  constrncted  under  conditions  wherein  a  general  con- 
tractor was  employed,  and  in  accordance  therewith,  sucli 
item  should  not  be  considered  as  an  item  of  value;  that  in 
the  construction  of  plants  like  the  ones  under  investigation 
there  is  seldom  any  expenditure  made,  or  even  contemplated 
by  the  constructing  party,  designated  as  general  contractor's 
profit 

Engineeeing,  Omissions,  Etc. 

Counsel  for  all  parties  admit  that  some  allowances  of 
additional  values  should  be  made  to  cover  engineering,  con- 
tingencies, administration,  supervision  and  insurance  daring 
construction,  but  a  wide  difference  of  opinion  exists  relative 
to  the  amount  thereof. 

PEBLIMINARY    EXI'ENSES. 

Respondent  contends  that  an  additional  item  of  valua- 
tion be  allowed  to  cover  expenses  preliminary  to  the  con- 
struction, as  for  example,  organization  expenses,  expenses 
of  engineering  and  surveys  incurred  preliminary  to  the  pro- 
motion of  the  project,  and  all  legitimate  cost  of  promoting 
and  financing  an  enterprise  of  this  nature. 

InTEKBST    during    CONSTRIItTlON. 

Interest  during  construction,  as  an  element  of  value,  was 
approved  by  all  of  counsel,  but  tliere  appears  a  contention 
of  the  Attorney-Oeneral  that  the  period  of  construction  and 
rate  of  interest  on  the  investment  for  one-half  of  such  period 
of  construction  would  in  no  wise  equal  the  amount  prayed 
for  by  the  respondent. 

Franchise  Costs. 

Respondent  asks  that  franchise  cost  of  |1,000  for  the  two 
departments  be  allowed,  it  being  estimated  that  the  existing 
franchise  was  the  result  of  approximately  this  expenditure, 
in  attorneys'  fees  paid,  expenses  of  conference  and  meetings 
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with  the  Ci^  Council,  the  recording  of  instruments  and 
other  incidentals  which  accompany  transactions  of  this  kind. 
There  is  nothing  of  record  showing  anj  expenditure  for 
franchise.  That  a  franchise  would  cost  f  1,000  is  speculative 
and  Tague. 

OtHBB    CoNSTBUCTION    EXI'ENSES. 

Legal  expenses  and  taxes  during  construction  were 
claimed  by  the  respondent  as  part  of  its  assets,  it  being  al- 
leged that  advice  of  attorneys  was  necessary  to  protect  the 
respondent's  interests  during  construction,  assist  in  the  ad- 
justment of  matters  developing  between  the  respondent  and 
outside  individuals,  such,  for  example,  as  rights  of  way,  lo- 
cation of  poles,  threatened  suits  of  law,  and  other  instances 
where  legal  advice  is  required.  The  respondent  assumes  that 
it  would  be  taxed  for  that  portion  of  its  property  completed 
on  the  date  of  the  assessment,  and  as  the  operating  period 
had  not  at  that  time  commenced,  such  costs  would  be  the 
natural  outgrowth  of  construction  and  become  an  item  of 
value  upon  which  earnings  should  be  allowed.  On  the  other 
hand,  it  is  claimed  by  the  Attorney-General  and  City  At- 
torney that  there  was  no  evidence  introduced  in  this  case 
showing  that  expenses  of  this  nature  had  actually  been  in- 
curred, and  therefore,  such  expenses  were  not  a  legitimate 
part  of  the  allowance  to  he  made  in  determining  the  value 
of  the  properties  for  rate-making  purposes. 

Promotion  Expenses. 

Promotion  expenses  were  claimed  as  the  returns  due  the 
parties  promoting  the  project  whereby  the  City  of  Tucson 
secured  its  gas  and  electric  industries.  However,  the  con- 
tention of  counsel  representing  the  city  and  this  Commission 
was  to  the  effect  that  no  proof  existed  covering  these  particu- 
lar expenditures. 

Cost  of  Financino. 

Discounts  on  securities,  brokerage  and  commissions  paid 
in  marketing  the  securities  which  would  be  required  to  re- 
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produce  the  properties  of  the  respondent  were  estimated  on 
wtmt  the  respondent  (.■liihriK  to  he  vonttervHtive  lines  of  financ- 
ing. 

Going  Valub. 

The  question  of  going  value  was  reviewed  in  detail  by  the 
engineers  of  respondent  at  tlie  time  of  the  hearing  and  was 
presented  in  all  its  forms  and  complexities  in  the  arguments. 

The  principles  or  want  of  economic  principles  underlying 
any  allowance  for  going  value  were  contested  by  the  Attor- 
ney-GteneraL 

The  testimony  in  this  case  discloses  nothing  indicating 
any  losses  in  the  early  history  of  this  respondent;  on  the 
contrary,  the  record  before  us  shows  that  respondent's  earn- 
ings have  been  more  than  sufficient  to  offset  any  claims  for 
going  value.  We  find  nothing  in  the  record  justifying  this 
Commission  allowing  any  sum  to  cover  such  hypothetical 
vaiue. 

WOEKiNQ  Capital. 

The  respondent  claimed  as  working  capital  amounts  rang- 
ing from  127,000  to  (30,000  for  the  combined  properties. 
Various  methods  were  used  in  determining  what  the  amount 
of  wui-kiug  capital  should  be.  By  one  method  the  accounts 
receivable  and  supplies  and  cash  necessary  to  render  tbe 
operations  of  the  respondent  successful  were  offset  against 
the  deposits,  accounts  payable  and  other  items. 

It  was  contended  that  supplies  and  cash  on  hand  would 
naturally  be  much  larger  in  Tucson  than  in  an  eastern  com- 
munity located  closer  to  the  markets  and  financial  interests 
controlling  the  operations  of  the  system.  By  another  method, 
comprising  the  difference  between  the  current  assets  and 
current  liabilities  of  the  respondent,  it  is  contended  that 
the  allowance  should  be  in  excess  of  $30,000,  and  that  the 
respondent  was  actually  using  in  excess  of  that  sum  at  the 
time  of  the  hearing. 

On  the  other  hand,  tbe  engineer  of  the  Commission,  the 
Attorney-General  and  the  City  Attorney,  lay  great  street  on 
the  fact  that  unnecessary  investments  in  supplies  and  fuel 
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should  not  be  allowed,  and  that,  if  the  respondent  has  more 
cash  on  hand  to  meet  its  daily  business  needs  than  is  actually 
required  in  the  normal  course  of  its  business,  an  allowance 
therefor  should  not  be  made. 

Extensions  beyond  City  Ijmits. 

Certain  construction  work  was  in  progress  at  the  time 
of  the  hearing  before  the  Commission,  including  the  exten- 
sion of  the  power  lines  to  the  properties  of  the  Pima  Land 
and  Water  Company  for  irrigation  purposes,  as  well  as  ex- 
tensions of  the  gas  and  electric  lines  in  and  about  the  city. 
The  City  Attorney  of  Tucson,  in  an  able  and  exhaustive 
brief,  reviewed  in  much  detail  the  hazards  occasioned  to  the 
interests  of  the  respondent  in  extending  such  lines  into  the 
farming  properties  about  Tucson.  The  possibility  that  each 
properties  might  not  prove  profitable  during  the  earlier  years, 
and  that  such  investments,  if  included,  would  react  upon 
the  consumers  in  Tncson  as  a  burden  in  rates.    ' 

Counsel  for  complainant  did  not  question  the  value  to  the 
entire  community,  in  event  such  investment  was  successful, 
nor  did  he  question  the  benefits  following  farming  develop- 
ments tributary  to  the  city.  It  develops,  however,  that  the 
'contract  under  which  the  respondent  made  this  investment 
is  so  drawn  as  to  conserve  the  interests  of  the  respondent 
in  that  the  Pima  Land  and  Water  Company  will  pay  the  re- 
spondent certain  specific  sums  irrespective  of  any  consump- 
tion of  electrical  energy  by  said  company,  thus  insuring  the 
respondent  an  adequate  income  from  its  investment  in  ex- 
tending its  electric  lines  to  these  lands. 

Coal  va.  Oil. 

The  respondent  vigorously  represented  that  allowances 
should  be  made  to  give  consideration  to  an  anticipated  change 
to  coal  as  fuel  on  account  of  advances  in  the  cost  of  oil. 

It  submitted  estimates  covering  the  cost  of  coal  handling 
devices  for  the  use  of  this  fuel  under  its  boilers.  This  pro- 
posed change  and  the  reasons  therefor  are  indefinite  and 
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uncertain,  and  present  conditiona  do  not  indicate  any  ne- 
cessity for  such  change  on  tlie  part  <if  the  respoodeut. 

The  consumers  sliould  not  he  asked  to  pay  for  anticipated 
costs  of  handling  a  more  expensive  fuel  than  the  kind  now 
in  use,  particularly  when  there  is  no  definite  or  early  pros- 
pect of  such  change  heing  warranted. 

We  do  not  believe  any  allowance  should  he  made  for  this 
item  as  contended  for  by  the  respondent. 

DErKECIATION  AND  RATE  OP  ReTUEN. 

The  depreciation  of  the  property,  both  gas  and  electric, 
was  determined  as  closely  as  possible.  Respondent  contends 
that  depreciated  value  should  not  be  used  as  a  basis  for 
making  rates. 

The  engineers  for  the  Commission  and  engineers  for  re- 
spondent a;;itH'd  uiMJu  iicciiinulated  depi-eciation  which  was 
found  to  he  approximately  3  per  cent,  per  annum  on  de- 
preciable property. 

Upon  full  consideration  of  the  facts  before  us  we  are  of 
the  opinion  that  3^/^  P^i"  cent,  should  be  allowed  annually 
upon  the  depreciable  property  of  respondent 

This  Commission  will  soon  pronuilgate  accounting  rules 
for  companies  of  this  kind,  wherein  provisions  will  Ite  made 
for  the  proper  handling  of  depreciatlve  reserve. 

Much  evidence  was  submitted  to  the  Commission  as  to 
what  should  be  a  fair  rate  of  return.  Bankers  of  Tucw»n 
testified  as  to  local  interest  rates.  Other  evidence  was  pi-e- 
sented  by  citizens  of  Tucson  and  by  the  engineers  of  the  re- 
spoiulent  and  the  Commission  tending  to  show  what,  in 
their  judgment,  was  a  proper  rate  of  return.  The  legal  in- 
terest rate  in  Arizona  is  6  per  cent. 

Local  prospects  and  c<mditi(m8  have  been  reviewed  care- 
fully by  this  Commission,  and  from  a  review  of  all  evidence 
pres<mted,  we  are  of  the  opinion  that  the  respondent  should 
earn  not  less  than  8  per  cent.  Should  respondent,  by  the 
practice  of  economies  or  the  introduction  of  efficiencies,  be 
able  to  earn  as  high  as  10  per  cent,  ttie  Commission  will  not 
consider  such  excessive. 
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Valuation  Ciaimed  by  Respondent, 

At  the  hearing,  engineers  for  respondent  endeavored  to 
establish  certain  co^ts  showing  the  reproduction  oew  and 
existing  values  of  tlie  plants.  Tlie  figures  introduced  were 
later  summarized  and  presented  in  tabulated  form,  and  were 
revised  by  the  attorneys  for  respondent  in  order  to  represent 
its  opinion  as  presented  tu  tlie  ConiniiesioQ. 

This  table  is  produced  herein  as  follows: 

COST  'OF    REPRODUCING    NEW    AND    EXISTING    VALUES    OF   THE    TUCSON 
ELECTRIC   AND  CAS   PLANTS. 
Elictkic  Light  Gai  Total 


%ZSS.31S      %ZiO.Oi 


t  81.076       1364.503       $309,721 


I3,4SS       1 104,821       1476,623       $407,4] 


18,274 

16.ZS2 

6.986 

S.SS3 

9.139 

20.000 

8.126 

20,000 

3.993 

8.000 

2;771 

8.000 

t4]  5,025 
22.4S0 

1369.421 
22,450 

$162,120 
6.250 

$129,368 
6,2S0 

$S77.14S 

$498,791 

41,S77 

41,!77 

21.464 

21.464 

»479.0S2 

$433,430 

$189,834 

$157,082 

$688,986 

$590,512 

47,905 

43.343 

18.983 

15,708 

|S20,9S7 

$476,773 

$208,817 

$172,790 

$735,774 

1649.563 
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The  Commission  has  reviewed  the  principles  involved  in 
the  valuations  as  presented  by  the  attorneys  and  engineers; 
also  all  claims  for  additions  and  reductions  to  and  from 
the  agreed  valuations  of  the  engineers. 

It  is  the  Commission's  belief,  under  the  conditions  exist- 
ing in  Tucson,  that  the  depreciated  value  of  the  property 
is  the  basis  npon  which  should  be  established  the  value  for 
rate-making  purpos<»,  allowance  for  return  and  depreciation 
reserve. 

Upon  full  consideration  of  the  facts  presented  in  this  case, 
we  are  of  the  opinion  that  12  per  cent  should  be  added  to 
the  agreed  physical  value  of  the  property  of  respondent,  ex- 
cepting the  real  estate,  to  cover  overhead  charges  and  all 
intangibles. 

We  further  hold  that  $12,500  for  the  electric  department 
and  f4,000  for  the  gas  department  should  be  allowed  for 
working  capital.  It  should  be  noted  that  this  amount  does 
not  include  the  value  of  considerable  construction  material 
already  allowed  for  in  the  inventory  of  the  company's  prop- 
erty. 

The  aggregate  of  this  valuation  for  rate-making  purimses 
is  established  at  |286,175  for  the  electric  department,  and 
$95,363  for  the  gas  department.  We  appreciate  this  valua- 
tion is  far  less  than  that  claimed  by  the  respondent;  but  a 
careful  review  of  the  situation  does  not  warrant  us  in  al- 
lowing a  higher  valuation.  When  consideration  is  given  the 
anticipated  earnings  of  the  respondent,  we  believe  it  can 
with  good  management  and  under  the  supervision  of  fhis 
Commission,  earn  a  fair  return  on  this  valuation. 
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The  valuation  aboVe  sliown  is  arrived  at  in  the  following 
manner: 

Value  of  Electrtc  Plant  Agreed  upon  by  the  Engineers. 

RepUcement  Value  $275,?38 

Present  Value  as  of  date  Nov.  13,  1912  243.645 

Farm  lines  extension  IS373 

Total  Present  Value  $258,918 

Less  real  estate  15,000 

Present  Value,  Depreciable  Properly  $243,918 

Deduct  value  of  property  not  used  in  serving  general  public 
(See  note)  12,958 

PRESENT   VALUE   DEPIIECfABLE    PROPESTV    FOR   SATE-MAKINC  230,960 

Overhead  charges  (12%)  27,715 

$258,675 
Real  estate  15,000 

$273,675 
Working  capital  12,500 


Value  for  Rate-Making 
Note:    Electric  motors,  signs  and  installations 
Wiring  only,  for  interior  arc  lamps 
Gas  engines,  motor  and  scrap 

r  Engineers. 
V.  13.  1912 

$28^175 

$11,458 

400 

1,100 

Value  of  Gas  Plant    Acreed  upon  fi 

Replacement  Value 

Present  Value,  including  real  estate,  as  of  date  No 
Less  real  estate 

$12,958 

$108,765 
84,076 
3,000 

Present  Value,  Depreciable  Property  $81,076 

Deduct  value  of  property  not  used  in  serving  general  public 
(Se«  note)  2.180 


PSESENT  VALUE  DEPRECIABLE  PROPERTY  FOR  BATE-MAKING  $78;896 

Overhead  charges  (12%)  9,467 

Real  estate  3,000 

Working  capital  4,000 


Value  for  Rate-Makinc  $95,363 

Note :    Gas  appliances  and  fittings  loaned  to  customers  $2,180 

Beasonable  rates  must  be  based  upon  the  value  of  the 
property  necessarily  used,  the  cost  of  rendering  service  and 
the  receipts  from  such  service. 
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The  rates  should  be  sufficient  to  provide  a  fair  i-eturn 
upon  the  ioTestinent,  all  legitimate  operating  expenses,  ami 
an  allowance  for  depreciation  reserve,  that  the  investment 
may  be  satisfactorily  and  efficiently  maintained. 

Commission  Exi'enses. 

The  estimated  expense  of  this  investigation  has  been  re- 
viewed. We  believe  that  such  expenditures  as  have  been 
necessary  should  lie  given  consideration  and  distributed  over 
a  period  of  years. 

CoMi'ABATivR  Plant  Operation. 

The  attorneys  of  the  respondent  presented  the  following 
tabulation  of  costs  of  operating  the  comparative  plants  which 
would  be  required-  to  operate  the  railway,  gas  and  electric 
departments  separately.  It  was  shown  that  the  estimated 
costs  of  such  service  as  assumed  by  the  respondent  were  made 
up  as  follows; 

Summary  of  Comparative  Plant  Operations,  the  Benefits  fkoh  wrich 
Should  Accrue  to  the  Owners  who  have  Made  Such  Saving  Possible 
Bv  Consolidation. 

ELECTRIC  plant  ; 

Indepenileni  plant  operation  $163,963 

Joint  present  operation  cost  160,029 


Credit  due  from  saving 


Independent  plant  operation  $  54.7Z2 

Joint  present  operation  cost  46,828 

Credit  due  from  saving 

RAILWAV  DEPARTMENT: 

Independent  plant  operation  %  17,025 

Joint  present  operation  cost  7,137 


Credit  due  from  saving  9,888 

Creoii  Due  Respondent,  Made  Possible  bv  Consolidation  $19736 

We  have  reviewed  the  claims  of  the  respondent  that  the 
benefit  accruing  from  such  joint  operation  should  revert  to 
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the  respondent  instead  of  resulting  in  a  reduction  in  service 
charges,  and  it  is  our  opinion  that  no  allowance  should  he 
made  for  such  claims. 

Gas  Dbpahtmbnt. 

A  careful  review  of  the  Gas  Department  discloses  the  fact 
that  this  hranch  of  respondent's  business  is  not  earning  an 
amount  in  excess  of  the  rate  of  return  herein  declared  to  be 
reasonable,  for  which  reason  the  existing  maximum  rate  of 
|2.00  per  one  thousand  cubic  feet  will  not  be  reduced  at  this 
time. 

Respondent  contends  that  the  electric  department  should 
assist  the  gas  department  financially  until  such  time  as  the 
latter  can  secure  the  necessary  increase  in  business  suffi- 
cient to  build  tip  its  net  earnings.  The  Commission,  how- 
ever, is  of  the  opinion  that  each  department  must,  under  tlie 
law,  be  considered  independent  of  other  departments. 
Whether  a  lower  gas  rate  would  so  stimulate  consumption 
as  to  result  in  greater  net  earnings  is  a  question  the  respond- 
ent no  doubt  will  give  due  consideration. 

SUPKESEDBD  PLANT. 

The  respondent  presented  at  the  hearing,  and  thereafter 
in  the  form  of  tables,  an  outline  of  the  plant  and  properties 
originally  installed  and  owned  by  the  company  at  its  former 
location. 

It  appears  that  the  original  plant  included,  among  other 
things,  four  boilers,  three'  engines  and  miscellaneous  gener- 
ators, with  the  necessary  auxiliary  etguipment.  Of  this  ap- 
paratus, two  of  the  engines  were  removed  to  the  new  plant, 
the  others  being  discarded,  and  practically  no  revenue  ac- 
crued therefrom.  The  generators  were  scrapped  and  the 
boilers  used  for  miscellaneous  purposes  about  the  property, 
having  only  salvage  value.  The  copper  in  the  distributing 
lines  was  reclaimed  in  part  by  cutting  in  to  the  new  system 
where  possible,  rearranging  upon  new  poles  and  rebuilding 
that  portion  of  the  system  which  could  l>e  utilized  for  the 
alternating  current 
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The  respondent  indicated  in  general  that  ite  net  sacrifice 
in  investment  dne  to  this  change  was  something  in  excess  of 
¥20,000. 

The  Commission  investigated  this  matter  with  particular 
care,  in  view  of  its  effect  upon  the  claim  of  the  respondent, 
and  we  are  of  the  opinion  that  these  losses  should  have  been 
written  off  by  the  respondent  during  past  years  and  we 
believe  that  no  allowance  of  value  for  such  items  should  be 
made  for  rate-making  pnrpoaee. 

POVPBR    CONTHACTS. 

It  appears  that  respondent  has  entered  into  contracts  with 
some  of  the  larger  power  consumers  such  as  the  Southern 
Pacific  Company  and  the  Tucson  Bapid  Transit  Company 
and  the  Pima  Land  and  Water  Company.  We  have  given 
these  matters  due  consideration  and  our  order  prescribing 
rates  will  not  materially  change  existing  rates  for  this  class 
of  business. 

Stbebt  Lighting. 

It  was  shown  that  the  City  of  Tucson  is  paying  f6.75  per 
arc  lamp  per  month  for  approximately  105  lamps  operated 
on  a  moonlight  schedule  and  on  dark  and  cloudy  nights. 
The  rates  herein  prescribed  contemplate  a  continuation  of 
this  rate  for  street  lighting  until  further  orders  of  the  Com- 
miasion. 

Deposits. 

Many  consumers,  or  prosx>ectiTe  consumers,  make  applica- 
tion to  the  respondent  for  service  which  must  be  rendered 
for  approximately  one  month  before  payment  therefor  is 
demanded,  and  in  some  instances,  through  oversight,  negli- 
gence or  other  reasons,  certain  consumers  may  not  pay  for 
such  expense  of  service.  If  payment  is  not  secured  from 
consumers,  respondent  must  secure  its  revenue  from  other 
sources,  and  it  it  self-evident  that  the  only  other  source  is 
from  paying  consumers. 
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It  appears  that  the  respondent  at  this  time  requires  such 
consumePB  as  are  not  personally  known  to  it,  or  who  are  not 
owners  of  propertj  in  Tncson  or  vicinity,  to  make  a  deposit 
of  fS.OO  for  residence  service,  $10.00  for  stores,  and  varying 
amonota  for  certain  other  classes  of  service,  such  deposits 
being  an  estimate  of  the  consumption  of  such  consumers 
during  a  period  of  about  two  months.  Such  deposit  is 
deemed  fair  by  this  Commission,  l>ecau8e  if  it  were  not  re- 
quired and  the  respondent  should  suffer  loss  from  service 
unpaid  for,  such  loss  would  directly  react  upon  the  remain- 
ing cODBnmers. 

The  question  has  been  raised  as  to  the  reasonableness  of 
requiring  the  respondent  to  pay  interest  to  consumers  mak- 
ing deposit  This  Commission  has  no  opinion  in  the  premises 
in  view  of  recent  legislation,  and  we  must  require  the  re- 
spondent to  observe  the  statutes  of  the  State  with  reference 
to  interest  to  be  paid  on  consumers'  deposits. 

Having  in  mind  the  principles  governing  the  rendition  of 
service  by  public  service  corporations,  namely,  that  the  re- 
spondent is  entitled  to  a  reasonable  return  upon  its  property 
neccMarily  employed  in  serving  the  public,  and  that  the  pub- 
lic is  entitled  to  receive  and  have  good  and  sufficient  service 
at  reasonable  rates,  and  upon  the  facts  as  disclosed  in  this 
case,  we  are  of  the  opinion  that  the  following  rates  are  just 
and  reasonable : 

Lighting  Rates. 

For  a  monthly  consumption  of  9  k.w.h.  or  less  $1.00. 

For  the  first    100  k.w.h.   consumed   in   any  one   month  11    cents   per  k.w.h. 

For   the  next   100  k.w.h.   consumed   in   any  one  month  10  cents   per  k.w.h. 

For  the  next   100  k.w.h.   consumed   in  any   one   month  8  cents   per  k.w.h. 

For  the  next  200  k.w.h.   consumed   in  any  one  month  6  cents   per  k.w.h. 

For  the  next  250  k.w.h,   consumed   in   any   one   month  S  cents   per  k.w.h. 

For  the  next  250  k.w.h.  consumed  in  any  one  month  4  cents  per  k.w.h. 

All  In  excess  of  1,000  k.w.h.  consumed  in  any  one  month  3.9  cents  per  k.w.h. 

Electric  current  for  electric  irons,  electric  fans  and  other  elec- 
trical appliances  may  be  taken  from  lighting  circuits  on  the  foregoing 
lighting  rales,  subject  to  regulations  which  may  be  prescribed  by  the  Cor- 
poration Commission. 

Power  Rates. 

For  the  first  100  k.w.h.  consumed  in  any  one  month  10  cents  per  k.w.h. 
For  the  next  100  k.w.h.  consumed  in  any  one  month  8  cents  per  k.w.h. 
For  the  next  100  k.w.h.  consumed  in  any  one  month     6  cents  per  k.w.h. 
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For  the  next  200  k.w.h.  consumed  in  any  one  month  S  cents  per  k.w.h. 
For  the  next  250  k.w.h.  consumed  in  any  one  month  4  cents  per  k.w.h. 
For  the  next  250  k.w.h.  consumed  in  any  one  month  3.5  cents  per  k.w.h. 
All  in  excess  of  1,000  k.w.h.  consumed  in  any  one  month  2.8  cents  per  k.w.h. 
A  monthly  minimum  charge  of  $1.50  for  two  horse  power  or  less,  and 
seventy-five  cents  for  each  additional  horse  power  of  connected  load,  shall 
be  made.  This  minimum  shall  not  be  charged  in  addition  to  the  above 
charges  for  current. 

Obdbb. 

/{  M  hereby  ordered,  That  Tucson  Gas,  Electric  Light  ami 
Power  Company  discontinue  its  present  schedule  of  rates  and 
charges  for  electric  light,  power  and  gas  service,  and  in  lieu 
thereof  charge  and  apply  rates  as  herein  scheduled  and  de- 
fined, said  rates  being  hereby  declared  just  and  reasonable. 
LiUHTiNc  Katbs. 

For  a  monthly  consumption  of  9  k.w.h,  or  less  $1.00. 

For  the  lirst  100  k.w.h,  consumed  in  any  one  month  11  cents  per  k.w.h. 
For  the  next  100  k.w.h.  consumed  in  any  one  month  10  cents  per  k.w.h. 
For  the  next  100  k.w.h.  consumed  in  any  one  month  8  cents  per  k.w.h. 
For  the  next  200  k.w.h.  consumed  in  any  one  month  6  cents  per  k.w.h. 
For  the  next  250  k.w.h,  consumed  in  any  one  month  5  cents  per  k.w.h. 
For  the  next  250  k.w.h.  consumed  in  any  one  month  4  cents  per  k.w.h. 
All  in  excess  of  1,000  k.w.h.  consumed  in  any  one  month  3.9  cents  per  k.w.h. 
Electric  current  for  electric  irons,  electric  fans  and  other  elec- 
trical appliances  may  be  taken  from  lighting  circuits  on  the  foregoing 
lighting  rates,  subject  to  regulations  which  may  be  prescribed  by  the  Cor- 
poration Commission. 

Power  Rates. 

P'or  the  tirst  10O  k.w.h,  consumed  in  any  one  month  10  cents  per  k.w.h. 
For  the  next  100  k.w.h,  consumed  in  any  one  month  8  cents  per  k.w.h. 
For  the  next  100  k.w.h.  consumed  in  any  one  month  6  cents  per  k.w.h. 
For  the  next  200  k.w.h.  consumed  in  any  one  month  5  cents  per  k.w.h. 
For  the  next  250  k.w.h,  consumed  in  any  one  month  4  cents  per  k.w.h. 
For  the  next  250  k.w.h.  consumed  in  any  oni 
.^11  in  excess  of  1.000  k.w.h.  consumed  in  any  o 

A  monthly  minimum  charge  of  $1.50  for  two  horse  power  or  less,  and 
seventy-live  cents  for  each  adilitional  horse  power  of  connected  Uad,  shall 
be  made.  This  minimum  shall  not  be  charged  in  addition  to  the  above 
charges  for  current. 

Street  Lighting. 

The  charge  for  street  arc  lighting  to  the  City  of  Tucson 
shall  remain  as  at  present.  Any  proposed  ehauge  shall  be 
submitted  to  tlie  Commission  fur  approval. 
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Gas. 

The  present  charges  for  gas  for  fuel  and  illaminating  pur- 
poses shall  continue,  proridiag,  however,  all  charges  mast 
be  uniform  to  like  classes  of  service  and  that  no  discrimiiia- 
tiona  exist 

A  minimum  charge  of  fifty  cents  per  month  shall  t)e  made 
for  each  gas  meter  installed. 

This  order  shall  be  the  subject  of  future  review  and  shall 
not  be  treated  as  res  adjudicata. 

This  order  shall  take  effect  and  1r'  in  force  from  iiiid  after 
the  first  day  of  August,  1913. 

Dated  this  ninth  day  of  July,  1913. 
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DISTRICT  OF  COLUMBIA. 

Public  Utilities  Commission. 

In  re  Application  of  the  Washington  Utilities  Company. 
Dated  June  4,  1913,  fob  the  Authobization  of  a  Bond 
Issnsi. 

Obdeb  No.  20. 

Decided  July  3,  igi3. 
Disapproval  of  Bond  Issue  Involving  Violation  of  Anti-lierger  Law. 

Upon  application  by  the  Washington  Utilities  Company  for  authority 
to  issue  $10,000,000  of  bonds  for  the  purpose,  in  part,  of  effecting  a  merger 
such  as  is  prohibited  by  the  Anti-Merger  Law,  through  the  acquisition  of 
tnore  than  20  per  cent,  of  the  stock  of  the  Washington  and  Virginia  Rail- 
way Company, 

Held:  That  inasmuch  as  the  issuance  of  the  bonds  is  essential  to  the 
purchase  of  the  stock  and  completion  of  the  merger,  the  authorization  of 
the  bonds  would  necessarily  involve  the  approval  of  the  acquisition  of 
public  utility  stock  by  the  appticanl  in  a  manner  directly  contravening  the 
provisions  of  the  Anti-Merger  Law. 

The  application  was  therefore  denied* 

Opinion. 

The  Public  Utilities  Commission  of  tlie  District  of 
Columbia  having  before  it  the  applicatioD  of  the  WashingtOD 
Utilities  Company  tiated  June  4,  1913,  for  its  authorization 
of  a  proposed  bond  issue  of  |10,000,000,  according  to  the 
terms  of  a  mortgage  dated  November  30, 1912,  a  printed  copy 
of  which  has  been  filed  with  the  Commission;  and  having  be- 
fore it  also  the  information  brought  out  during  a  hearing 
held  in  Boom  500  of  the  Municipal  Building  at  ten  o'clock 
a.  m.  on  June  30,  1913,  finds  as  follows: 

It  appears  that  the  possession  by  the  Washington  Utilities 
Company  of  the  stock  of  the  Washington  Railway  and  Elec- 
tric Company  referred  to  at  the  bottom  of  page  9  of  the 
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printed  copy  of  the  mortgage,  will  make  the  total  holdings 
of  the  stock  of  the  Washington  Bailway  and  Electric  Com- 
pany by  the  Washington  Utilities  Company  less  than  20  per 
cent  of  the  total  capital  stock  of  the  Washington  Railway 
and  Electric  Company.  The  atock  is  claimed  to  have  been 
purchased  and  transferred  prior  to  March  4,  1913,  the  date 
of  the  act  creating  the  Public  Utilities  Commission,  which 
.  is  also  the  date  of  the  act  known  as  the  Anti-Merger  Law, 
making  it  unlawful  for  local  or  foreign  public  utility  or 
holding  corporations  to  own,  control,  hold  or  vote  stock  or 
bonds  of  any  public  utility  corporation  organized  under 
any  general  corporation  law  or  special  act  of  the  United 
States,  or  authorized  under  any  law  of  the  United  States  to 
do  business  in  the  District  of  Columbia,  except  under  certain 
coDditioDS  therein  provided.  The  stock  in  ciuestion,  while 
claimed  to  be  owned  by  the  Washington  Utilities  Company, 
was  apparently  transferred  by  it  to  the  United  States  Mort- 
gage and  Trust  Company,  of  New  York,  as  collateral  security 
for  a  temporary  debt  of  f  1,500,000,  and  the  stock  now  appears 
on  the  books  of  the  Washington  Railway  and  Electric  Com- 
pany in  the  name  of  the  said  Mortgage  and  Trust  Company. 

It  is  the  understanding  of  the  Commission  that  part  of 
the  proceeds  of  the  sale  of  the  proposed  bonds  are  to  be 
used  for  the  piirpose  of  cancelling  the  obligations  of  the 
Washington  Utilities  Company  for  the  purchase  of  this  stock, 
and  that  the  stock  will  remain  in  the  custody  of  the  said 
Mortgage  and  Trust  Company  as  security  for  the  bonds  so 
disposed  of,  on  the  basis  of  the  par  value  of  the  bonds  and 
stock. 

While  there  is  some  doubt  in  the  mind  of  the  Commission 
as  to  whether  or  not  the  transfer  of  stock  is  actually  con- 
summated prior  to  the  issue  of  the  proposed  bonds,  in  view 
of  the  fact  that  the  total  holding  by  the  Washington  Utilities 
Company  will  be  within  the  maximum  authorized  by  the  so- 
called  Anti-Merger  Law  above  referred  to,  decision  as  to 
the  effective  date  of  the  transfer  of  stock  is  not  essential  to 
the  determination  of  the  question  primarily  before  the  Com- 
misedon. 

But  there  are  other  matters  relating  to  the  transfer  of 
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stock  of  corporations  authoi-ized  to  do  business  iu  tin?  Dis- 
trict of  Columbia  involved  in  tlie  proposed  l)ond  issue,  namelv, 
the  provisions  of  Section  5a,  on  page  9  of  the  printed  ctip.v 
of  the  mortgage,  referring  to  negotiations  concerning  pn',- 
ferred  and  common  capital  stock  of  the  Washington  and 
Virginia  Railway  Company,  which,  under  the  name  of  the 
Washington,  Alexandria  and  Mt.  Vernon  Electric  Bailway 
Company,  was  authorized  to  enter  the  District  of  Columbia 
by  Act  of  Congress  approved  August  23,  1894.  While  it  was 
argued  at  the  hearing  by  the  counsel  and  other  officers  of  tlie 
Washington  Utilities  Company  that  tlie  transfer  of  the  stock 
of  the  Washington  and  Virginia  Railway  Company  was  en- 
tirely consummated  and  completed  prior  to  the  date  of  the 
so-called  Anti-Aierger  Law,  the  CommieKion  nevertheless  en- 
tertains grave  doubts  in  the  matter,  so  far  as  the  jurisdiction 
of  the  Commission  is  concerned.  In  other  words,  while  it 
may  be  true  that  the  merger  was  consummated  within  the 
State  of  Virginia  and  in  compliance  with  the'  laws  of  the 
State  of  Virginia,  the  mere  fact  that  the  certificate  of  the 
Commission  is  necessary  before  the  purpose  of  the  mortgage 
can  be  put  into  effect  is  an  indication  that  the  merger  has  not 
been  completed  until  such  certificate  by  the  Commission  is 
given,  and,  as  obviously,  and  by  the  terms  of  the  mortgage 
the  merger  is  not  effective  without  the  possession  and  absorp- 
tion of  more  than  20  per  cent,  of  the  capital  stock  of  the 
Washington  and  Virginia  Railway  Company  by  the  Wash- 
ington Utilities  Company,  such  merger  and  absorption  seems 
to  be  in  conflict  with  the  most  liberal  interpretation  of  the 
Anti-Merger  Law. 

The  language  of  the  mortgage  is  to  the  effect  that  certain 
of  the  proposed  lK>nds  shall  be  authenticated  and  delivered 
from  time  to  time  for  the  purpose  of  acquiring  and  cancelling 
certain  shares  of  the  preferred  and  common  stock  of  the 
Washington  and  Virginia  Railway  Company,  and  it  would 
be  one  case  if  the  bond  issue  had  been  made  prior  to  March 
4, 1913.  It  is  quite  another  case  when  we  find  that  the  bond 
issue  had  not  been  made  prior  to  the  passage  of  the  Anti- 
Merger  Law  and  the  Public  Utilities  Act,  and  that  it  is  nec- 
essary for  the  petitioners  to  obtain  the  certificate  of  the 
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Public  Utilities  Commission  before  said  bonds  can  be  issued. 
If  the  bond  issue  had  been  made  before  the  creation  of  tlie 
Commission  and  the  passage  of  the  Anti- Merger  Law,  it  would 
be  in  violation  of  the  obvious  meaning  and  intent  of  the 
Anti-Merger  Law  so  far  as  it  relates  to  a  public  utilities  cui- 
poration  authorized  to  do  business  in  the  District  of  Colum- 
bia, and  under  that  law  it  would  be  competent  for  the  Com- 
missioners of  the  District  of  Columbia  to  institute  proceetl- 
inge  in  the  Supreme  Court  of  tlie  District  of  Columbia  look- 
ing to  the  dissolution  of  such  a  combination  in  the  acquiring 
and  holding  of  more  than  20  per  cent,  of  the  capital  stock 
of  the  Washington  and  Virginia  Railway  Company. 

The  Commission  has  in  mind  the  fact  that  when,  in  Novem- 
ber, 1912,  it  became  known  that  a  merger  was  proposed  in- 
volving the  absorption  by  a  foreign  public  utility  or  hold- 
ing corporation  of  one  or  more  of  the  street  railway  lines 
in  the  District  of  Columbia,  the  Commissioners  of  said  Dis- 
trict instituted  legal  proceedings  to  prevent  such  an  act, 
on  the  ground  that  it  was  contrary  to  the  policy  of  Congress 
as  indicated  by  its  acta  relating  to  street  railway  companies 
iu  the  District.  The  policy  of  Congress  was  further  empha- 
sized and  crj'stallizt'd  by  its  enactment  of  the  Aiiti-Mei'ger 
I^aw. 

With  these  facts  in  mind,  and  when  called  upon  to  au- 
thorize Mie  very  thing  wliich  the  Anti-Merger  Law  forbids, 
the  ('ommisaion  feels  conatraiiied  t<)  withhold  its  certification 
of  the  bond  issue,  to  include  as  essential  parts  thereof  the 
acquisition  and  holding  of  public  utility  Ht(M'k»  in  violation 
of  Section  11  of  the  Act  of  Congress  approved  March  4,  1913. 
Public  No.  435. 

In  purauancp  of  the  above  opinion,  the  following  order 
is  hereby  issned : 

Order  No.  20. 

Orderetl.  That  the  application  of  the  Washington  Utilities 
Company,  dateil  June  4,  1913,  for  tlic  certificate  of  the  Public 
Utilities  Commission  of  the  District  of  Columbia  autliorizing 
an  issue  of  fifty  year,  ">  jwr  cent,  gohl  l)onds,  is*  hereby  denied. 
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CONNECTICUT. 

Public  Utilities  Conmussion. 

In  re  FBTinoN  of  Residents  op  Town  of  Or.\n()b  vs.  TiiE 
CoNNBcnuuT  Company. 

Docket  No.  742. 

Decided  May  29,  191  j. 

Oblifcadon  of  Public  Utility  under  PenntMive  Charter — Conitrnction  of 

Additiooal  Line — Juriwliction  of  Commiseion— Inadequate  Service — 

Public  Convenience  and  Necessity. 

Petition  directed  against  The  Connecticut  Company,  alleging  inadequate 
service  and  requesting  that  the  Commission  require  the  company  to  con- 
struct and  opeiate  an  additional  line  of  street  railway  over  a  route  for 
which  the  company  held  a  charter. 

With  respect  to  the  company's  contention  that  the  Commission  has  tio 
jurisdiction  to  compel  the  construction  of  a  street  railway  over  an;  por- 
tion of  a  route  authorized  by  its  charter  but  not  already  occupied  by  it. 

Held:  That  although  the  acceptance  of  a  permissive  charter  does  not 
obligate  the  company  to  construct  its  line  over  the  whole  route  described 
in  the  charter,  it  should,  nevertheless,  when  financial  conditions  will  pemil 
and  reasonable  remuneration  may  be  anticipated,  construct  and  operate  its 
line  over  all  such  portions  of  the  route  as  public  convenience  and  necessity 
require  for  the  provision  of  adequate  service; 

That  the  company's  service  is  inadequate  and  that  public  convenience 
and  necessity  require  the  constniction  of  the  additional  line ; 

That  the  Commission's  general  supervisory  and  regulative  powers  over 
public  service  corporations  give  it  jurisdiction  ti>  require  the  company  to 
construct  its  line  over  the  proposed  route. 

The  company  was  accordingly  directed  to  construct  and  operate  a  line 
of-  street  railway  over  the  route  pronoscd  in  the  petition.* 

Ol'INION. 

On  April  19,  1913,  tlie  f<)llowin{;;  petition  wan  received  by 
this  Oommission. 

To  the  Honorable  Public  Ulililies  Commissinn  for  the  Stnle  of  Connrelicul: 
Your  petitioners  respectfully  represent; 

*  Editor's  headnote. 

760 

D.gnzedbyGoOgIC 


Ebsidhnts  of  Obanqb  vs.  The  Connecticut  Ck)MPANT.  761 

1.  That  they  are  all  patrons  of  the  Connecticut  Company  redding  in 
the  Town  of  Orange  in  that  part  of  the  town  known  as  West  Haven; 

2.  That  the  Connecticut  Company  operates  an  electric  street  railway  in 
said  Town  of  Orange  between  that  part  of  the  town  known  as  Savin  Rock 
and  the  City  of  New  Haven; 

3.  That  at  the  present  time  said  company  operates  its  electric  street  rail- 
way cars  between  the  points  hereinbefore  mentioned,  by  way  of  two  different 
routes,  one,  known  as  the  "Congress  Avenue  line,"  by  way  of  Congress 
Avenue  through  Allingtown  and  thence  to  Campbell  Avenue  in  the  said 
Town  of  Orange  and  the  other,  known  as  the  "railroad  station  route," 
leaving  the  center  of  said  City  of  New  Haven,  passing  the  railroad  station, 
and  thence  by  way  of  Porisea  Street  through  Howard  Avenue  and  Kimberly 
Avenue  in  said  New  Haven,  and  entering  said  Orange  through  Kimberly 
Avenue  and  Elm  Street,  and  connecting  with  the  so-called  "Congresa  Ave- 
nut  Line"  at  Elm  Street  and  Campbell  Avenue  in  said  Town  of  Orange 
and  continuing  to  Savin  Rock  over  the  same  route; 

4.  The  service  furnished  by  the  routes  hereinbefore  mentioned  is  inade- 
quate to  accommodate  the  residents  of  said  town  and  provide  reasonable 
and  proper  transportation; 

5.  The  Connecticut  Company  have  for  many  years  past  held  a  charter 
granted  by  the  General  Assembly  of  the  State  of  Connecticut  and  are  at 
present  the  holders  of  a  similar  charter  for  the  purpose  of  building  and 
operating  an  electric  street  railway  line  in  said  Town  of  Orange  from  a 
connection  with  said  company's  present  tracks  in  Elm  Street  through  Sec- 
ond Avenue  and  Blohm  Street  to  East  Avenue,  thence  through  East  Ave- 
nue and  Thomas  Street  to  a  connection  with  said  company's  tracks  at 
the  comer  of  Thomas  Street  and  Campbell  Avenue,  known  as  the  "Second 
Avenue  route,"  and  said  company  has  from  time  to  time  represented  and 
promised  the  residents  of  said  Town  of  Orange  that  they  would  build 
said  line.     Said  promises  have  not  been  fulRlled; 

6.  The  building  of  said  "Second  Avenue  route"  would  render  the  service 
to  the  patrons  of  said  town  adequate. 

Your   petitioners    therefore    respectfully    petition    your   Honorable   Com- 

1'.  To  inquire  into  the  facts  herein  set  forth  and  after  due  hearing  to 
make  such  orders  in  the  premises  as  your  Honorable  Commission  shall 
deem  equitable; 

2.  To  direct  and  order  the  Connecticut  Company  to  forthwith  build 
and  operate  said  "Second  Avenue  route." 

Dated  at  Orange  this  eleventh  day  of  February,  1913. 

The  foregoing  petition  was  signed  by  Dwight  Wooding, 
et  ai. 

This  is  a  petition  brought  by  patrons  of  the  Connecticut 
Company  residing  in  that  portion  of  the  Town  of  Orange 
known  aa  West  Haven,  alleging  that  the  respondent  company 
has  charter  righta  to  construct  and  operate  a  line  of  street 
railway  from  a  connection  with  its  present  line  on  Elm  Sti-eet 
through  Second  Avenue  and  Itlohm  Street  to  East  Avenue, 
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thence  through  East  Avenue  and  Thomas  Street  to  a  con- 
oection  with  its  present  line  of  tracks  on  Camphell  Avenue 
at  the  corner  of  Thomas  Street  and  Campbell  Avenue,  a  dis- 
tance of  about  two  miles;  that  such  construction  is  necessary 
to  render  adequate  service  to  the  patrons  of  said  company, 
and  asking  that  an  order  be  issued  requiring  and  directing 
said  company  to  construct  and  operate  said  line  and  exten- 
sion. 

Said  petition  was  assigned  for  a  hearing  at  the  Town  Hall 
in  Orange  on  Friday,  May  9,  1913,  of  which  due  and  legal 
notice  was  given,  and  at  which  time  the  petitioners  and  the 
respondent  company  appeared  with  their  witnesses  and  coun- 
sel and  were  fully  heard. 

The  hearing  and  determination  of  this  case  involves  two 
principal  questions :  First,  the  Jurisdiction  of  the  Commisaion 
to  order  the  respondent  company  to  build  and  operate  a  new 
and  additional  line  of  street  railway  over  territory  covered 
by  its  charter,  and  Second,  the  necessity  for  such  construction 
and  addition  to  the  plant  and  equipment  of  said  company. 

The  petitioners  offered  evidence  to  prove  that  on  the  ex- 
isting line  of  the  respondent  company's  street  railway 
througli  Elm  Street  and  Campbell  Avenue  in  the  Village  of 
West  Haven  in  said  Town  of  Oranne,  oars  operated  between 
New  Haven  and  Savin  Rock;  that  sncli  cars  are  usually 
biaded  to  their  full  capacity,  especially  during  the  summer 
Kcason,  when  passing  tlirough  West  Haven;  and  tliat  the 
Village  of  West  Haven  and  particularly  the  territory  covered 
by  the  proposed  new  route,  is  inadequately  served;  and  that 
tiie  constmctiou  and  operation  of  a  new  line  as  prayed  for 
would  tend  to  relieve  the  congestion  imd  give  reasonably  ade- 
quate service  to  the  patrons  of  tlie  i-espondent  company  in 
tlie  Town  of  Orange. 

Tlie  company  did  not  seriously  controvert  this  proposition  ; 
in  fact  admitted  that  tlie  proposed  line  would  be  an  accommo- 
dation, was  reasonably  necessary  for  a  large  number  of  people 
of  the  Village  of  West  Haven  and  that  tlie  operation  of  such 
line  would  probably,  if  not  at  present,  at  least  in  the  near 
future,  be  remunerative. 

The  Company  has  had  under  consideration  the  project  of 
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building  the  prupused  Hue  for  which  it  procured  a  renen'al 
of  its  charter  in  1!)11  hut  thus  far  has  giveu  uo  definite  as- 
Burauce  that  it  intends  to  construct  such  line  in  the  near 
future. 

Negotiations  were  had^  prior  to  the  bringing  of  this  peti- 
tion, between  some  of  tlie  petitioners  and  the  respondent 
company,  as  a  result  of  which  the  General  Manager  of  tlie 
(^ouii)any  stated  that  "it  was  the  intention  of  the  Company  to 
build  this  line  during  1913  unless  such  legislation  was  passed 
as  would  increase  the  Company's  expenses  or  decrease  its 
revenue  in  such  manner  as  to  make  the  construction  of  ad-' 
ditional  lines  undesirable,  or  business  conditions  be  such  as 
to  make  it  inadrisable  to  build  extensions." 

It  was  claimed  by  the  company  that  the  petition  was  pre- 
maturely brought  in  view  of  the  aforesaid  negotiations  and 
pending  condttiunal  promise  or  agreement,  which  claim  it 
appears  to  the  Commission  is  not  without  some  merit,  but  no 
evidence  was  introduced  that  any  of  the  adverse  conditions 
stated  actually  existed  at  the  time  of  the  hearing  and  it  did 
not  appear  that  there  were  any  existing  conditions  which 
would  excuse  the  company  from  building  the  line  in  case  it 
was  found  to  be  necessary,  for  the  accommodation  of,  and  to 
give  adequate  service  to,  its  patrons. 

From  the  evidence  presented  and  an  examination  of  the 
looua  in  quo  the  < '/ommission  is  of  opinion  that  the  plant 
and  equipment  of  the  respondent  company  in  the  Village 
of  West  Haven  are  inadequate  and  unsuited  to  the  public 
need,  that  public  convenience  and  necessity  require  the  build- 
ing or  extension  of  the  line  of  street  railway  as  prayed  for 
and  that  no  facts  were  presented  which  should  excuse  or 
relieve  the  company  from  such  construction. 

It  therefore  follows  that  if  this  Commission  lias  jurisdic- 
tion 80  to  do  it  should  order  the  construction  and  operation  of 
the  line  asked  for  within  such  reasonable  time  as  may  W 
found  proper. 

The  Connecticut  ('ompany  claimed,  as  a  matter  of  law,  that 
the  Commission  had  no  jurisdiction  to  order  the  company 
to  construct  a  new  line  of  street  railway  over  any  portion  of 
its  chartered  territory  not  actually  occupied,  constructed  and 
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in  operation  by  the  compan;.  Assinuing  that  the  respondent 
company  has  a  permissive  and  not  a  mandatory  charter  and 
that  the  procuring  and  accepting  at  such  cliarter  do  not 
render  tlie  company  necessarily  obligated  to  construct  its 
line  of  railway  over  all  the  line  described  in  the  charter, 
it  shonld,  however,  construct  and  operate  its  railway,  when 
financial  conditions  will  permit,  and  reasonable  remuner- 
ation may  be  anticipated,  over  all  such  portions  of  the  line 
as  may  be  found  necessary  to  give  adequate  service  to  its 
patrons  and  that  public  convenience  and  necessity  require. 

Having  found  that  the  plant  and  equipment  of  the  respond- 
ent company  in  the  Village  of  West  Haven  are  inadequate 
and  unsuited  to  the  public  n^d  and  that  public  convenience 
and  neceasity  require  additional  track  facilities,  the  Commis- 
sion ie  of  opinion  that  its  general  supervisory  and  regulative 
powers  over  public  service  corporations,  as  defined  in  Chap- 
ter 128  of  the  Public  Acts  of  1911  are  sufficient  to  give  it 
jurisdiction  to  require  and  order  the  respondent  company 
to  conatrnct  and  operate  a  line  of  street  railway  over  that 
portion  of  its  chartered  territory  described  in  the  petition  as 
uu  addition  to  and  extension  of  its  present  plan. 

Based  upon  the  foregoing  facts  and  conclusion  as  to  its 
powers  in  the  premises,  the  Commission  deems  it  equitable 
to  pass  and  does  hereliy  pass  the  following  order : 

Oedbb. 

The  Connecticut  Company  is  hereby  ordered  and  directed 
to  proceed  and  take  the  necessary  steps  according  to  law  for 
the  construction,  and  to  construct  and  have  ready  for  opera- 
tion on  or  before  May  15, 1914,  a  line  of  street  railway  from 
a  connection  with  its  present  line  of  tracks  in  Elm  Street 
at  the  corner  of  Elm  Street  and  Second  Avenue,  in  the  Village 
of  West  Haven  in  said  Town  of  Orange,  through  Second 
Avenue  and  Blohm  Street  to  East  Avenue,  thence  through 
East  Avenue  and  Thomas  Street  to  a  connection  with  said 
company's  tracks  at  the  corner  of  said  Thomas  Street  and 
Campbell  Avenue,  as  provided  for  and  permitted  by  its  char- 
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We  hereby  determme  and  direct  that  notice  of  the  fot-e- 
going  order  be  given  to  the  railway  company  and  to  ten 
signers  of  said  petition,  by  forwarding  by  registered  mail, 
a  true  copy  thereof,  addressed  to  Arthur  E.  Clark,  Secretary 
of  The  Connecticut  Company,  New  Haven,  Conn.,  and  to 
Dwight  Wooding,  E.  B.  Wolfe,  Malcolm  P.  Kichola,  C.  W. 
Palmer,  E.  S.  Burt,  A.  C.  Hellstrom,  Dennis  Boyle,  James 
Gilroy,  M.  C.  Preston  and  Edward  Bingwall,  all  at  Weat 
Haven,  Conn.,  and  due  return  made  hereon. 

Dated  at  Hartford,  Conn.,  this  twenty-ninth  day  of  May, 
A.  D.  1913. 
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In  re  Free  Transportation. 

Dated   May   23,    i^is. 

Free   Transportation — General    Policy. 
Application   for  an  order  authorizing  free  transportation  of  Rre  wardens, 

Held:  That  in  pursuance  of  the  policy  adopted  by  the  legislature,  the 
glinting  of  free  transportation  by  common  carriers  should  not  be  ex- 
tended, but  should  be  substantially  abolished* 

Your  letter  of  tlie  fourteeth  instant,  in  wliioh  you  request 
that  tlie  Public  Utilities  ('ommiKHJon  of  tliis  State  enter 
a  general  order  permitting  common  carriei-s  of  the  State 
to  isMue  passes  to  fire  wardens  and  their  deputies,  was  duly 
received.  The  reply  to  your  letter  has  been  delayed  on  ac- 
count of  tlie  mass  of  correspondence  to  which  the  Commis- 
sion has  had  to  give  atteiition  since  its  organization. 

Under  the  Public  Utilities  Act  passed  by  the  recent  legis- 
lature, common  carriers  within  this  State  are  forbidden  to 
give  free  transportation  to  anyone,  with  the  certain  excejv- 
tions  usually  in  bills  of  this  character.  It  is  provided,  how- 
ever, iu  the  Act,  that  nothing  therein  shall  prevent  the  ia- 
Huance  of  free  transportation  to  the  members  of  the  Public 
Utilities  ('omniission  and  such  state  officials  as  the  Commis- 
sion may  direct. 

The  reas(ms  you  give  as  to  why  the  tire  wardens  and  their 
deputies  should  have  free  transportation  are  quite  plausible, 
and  it  would  seein  that  if  any  officials  in  the  State  should  be 
granted  free  transportation,  it  should  be  such  officers. 

It  is  questionable,  in  4mr  minds,  if  the  fire  wardens  and 
their  deputies  are  state  officials  and  come  within  the  clause 
above  referred  to  providing  that  the  Commission  may  dire<'t 
that  free  transportation  may  he  given  to  state  officials. 

•Editor's  head  note. 
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Bot,  aside  from  this,  we  believe  that  the  policy  of  the  state 
lejfislature  of  Idaho  in  recent  years  h;i8  been  to  check  the 
practice  of  granting  passes  to  persons  l»y  common  carriers. 

The  legislature  of  the  session  of  1909  enacted  a  statute 
prohibiting  common  carriers  from  granting  passes  to  the 
goyernor  and  many  state  officials,  as  well  as  the  supreme  and 
district  judges  of  tlie  State.  This  law  had  never  been  i-e- 
pealed  up  to  the  last  session  of  the  legislature,  and  in  fact 
has  never  been  directly  repealed  except  in  so  far  as  the 
clause  contained  in  the  recent  Public  Utilities  Act,  above 
referred  to,  may  do  so  by  implication. 

If  it  were  the  intention  of  the  legislature  to  extend  to  the 
Commission  the  prerogative  of  continuing  the  policy  embodied 
in  the  statute  of  1909,  aforesaid,  or  modifying  the  same  by 
recommending  passes  to  be  given  to  state  officials,  it  is  our 
opinion,  considering  the  policy  heretofore  begun  by  our  state 
legislature  by  the  Act  aforesaid  (which  is  in  keeping  with 
that  of  many  other  states  in  recent  years),  that  tiie  policy 
thus  begun  should  be  pursued,  and  that  the  granting  of  free 
transportation  by  common  carriers  should  not  be  extended, 
but  should  be  substantially  abolished. 

We  believe  that  it  will  be  best  for  all  concerned  if  8u?h 
course  is  followed.  We  shall,  therefore,  have  to  decline  to 
grant  the  request  contained  in  your  letter.f 


tlnformal    ruling   contained   in   a   letter   of   the   Commis; 
23,  1913,  and  addressed  to  W.  D.  Humislon.  Secretary  and  Ti 
Potlatch  Timber  Protective  Association.— Ed. 
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Public  Service  Commission. 
In  the  Mattbb  of  thb  Complaints  of  David  Bachrach  ahu 

OTHBBS  AND  JaMES  H.  PbESTON^  MaYOB  OF  THE  GiTY  OF 
BALTIMOBB,  and  OTHBBS,  VS.  CONSOUDATBD  GaS,  BLBCTEIC 

Light  and  Powbe  Company  of  BAi/nMoss. 

Cases  Nos.  175  and  176— Order  No.  1261. 

Dated  June  ^5,  igij- 

Distinction  between  Monthly  and  Yearly  Hinimum  Rates. 

The  Commission's  previous  order  in  this  case*  having  inadvertently  Rxed 
a  minimum  charge  of  $1.00  per  monlh,  whereas  the  practice  of  the  company 
had  been  to  impose  a  minimum  charge  of  $12.00  per  year,  the  Commission 
hereby  directs  the  company  to  amend  its  schedule,  liled  in  pursuance  of  the 
previous  order*,  so  as  to  provide  for  a  yearly  instead  of  a  monthly  n 

Held:  That  the  obvious  effect  of  establishing  a  monthly  i 
place  of  a  yearly  minimum  is  to  increase  the  minimum  charge  and  that  there 
was  no  intention  on  the  part  of  the  Commission  to  increase  the  cost  of  serv- 
ice to  the  consumers  in  any  respect ;  that  the  minimum  charge  should  be  a 
yearly  minimum  and  not  a  monthly  minimum,  the  proper  proportion  to  be 
charged  monthly  and  an  adjustment  made  at  the  end  of  the  yearf 

Obdbb. 

By  order  of  the  Commission  in  tliese  cases  on  the  thirteeath 
day  of  Jaonary,  1913,"  the  primary  rate  for  electricity  to 
be  charged  by  the  Consolidated  Gas,  Electric  Light  and 
Power  Company  of  Baltimore  was  fixed  at  eight  and  one-half 
cents  per  kilowatt  hour,  to  become  effective  Joly  1,  1913, 
and  the  company  was  directed  "to  revise  the  terms  and  con- 
ditions under  which  electric  current  Is  supplied  to  its  cus- 
tomers under  the  several  schedules  now  on  file  with  the  Com- 

•Printed  in  Commission  Leaflet  No.  14.  at  page  1S4.— Ed, 
tEditor's  headnote. 


5dbyG00gIC 


BACHRACB^  et  al.,  vs.  CONSOUUATBD  G.,  E.  L.  AND  P.  Co.  769 

minion  to  conform  to  the  primary  rate  herebj  established, 
subject,  however,  to  the  approval  of  the  CommiBaion." 

In  compliance  with  the  above-mentioned  order,  the  com- 
pany filed  its  schedules  of  electric  rates  to  become  effective 
July  1, 1913.  The  order  of  the  CommisaioD  fixed  a  minimnm 
charge  of  f  1.00  per  month,  whereas  the  practice  of  the  com- 
pany had  been  to  impose  a  minimum  charge  of  fl2.00  per 
year,  and  in  the  schedules  filed  under  the  order  the  com- 
pany adopts  the  language  of  the  order  in  relation  to  Sched- 
ule B.  It  is  manifest  that  the  effect  of  this  is  to  increase,  in 
practice,  the  minimum  rate  for  electricity.  It  is  also  mani- 
fest from  the  opinion  of  the  Commission,  which  was  made  a 
part  of  the  order,  that  there  was  no  intention  on  its  part  to 
increase  the  coat  of  service  to  any  class  of  customers  of  tlie 
company,  and  at  a  date  subsequent  to  the  order,  the  Vice- 
President  of  the  company  in  charge  of  the  Electric  Division 
stated  that  the  company's  interpretation  of  the  order  was 
that  the  minimum  charge  should  be  twelve  dollars  a  year, 
and  the  Commission  assumed  that  the  schedules  would  so 
provide. 

As  a  matter  of  fact,  the  minimum  charge  provided  in  the 
order  was  caused  by  an  inadvertent  reference  to  Schedule 
A.  of  the  schedules  then  on  file  with  the  Commission,  under 
the  heading  "Transient  Lighting  and  Power  Bates,"  when 
the  reference  should  have  been  to  Schedule  B,  under  the 
heading  "Yearly  Lighting  and  Power  Rates."  When  the 
error  was  discovered  it  was  not  deemed  essential  to  call  im- 
mediate attention  to  it,  for  the  reason  that  the  schedules  had 
to  be  submitted  to  the  Commission  for  approval,  and  as  the 
company  had  interpreted  the  order  as  the  Commission  in- 
tended it  to  operate,  no  difficulty  was  anticipated  in  adjusting 
the  matter  satisfactorily. 

The  opinion  of  the  Commission  is  that  the  minimnm 
charge  should  be  a  yearly  minimum  and  not  a  monthly  mini- 
mum. The  proper  proportion  should  be  charged  monthly, 
however,  and  an  adjustment  made  at  the  end  of  the  year. 

It  is  therefore,  this  twenty-fifth  day  of  June,  1913,  by  the 
Public  Service  Commission  of  Maryland, 

Ordered,  That  Supplement  No.  5,  to  P.  S,  C.  Md.,  No. 
E-3,  eftective  July  1,  1918,  filed  in  pursuance  of  the  order 
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passed  in  tliese  cases  on  the  tbirteenth  day  of  January,  1913,* 
be  amended  as  to  Schedule  B  by  inserting  after  the  words, 
"Minimum  Cliarge  One  Dollar  (fl.OO)  Ter  Month,"  tlie  fol- 
lowing words:  "Provided  tliat  if  on  any  first  day  of  May 
or  at  any  established  adjustment  i)<>rind  it  shall  appear  that 
a  customer  has,  by  reason  of  said  charge,  paid  or  become 
liable  to  pay  during  the  year  ininiediately  preceding  an 
amount  exceeding  the  sum  of  twelve  dollars  (fl2.00)  per 
meter,  the  company  shall  refund  such  excess," 

It  is  further  ordered .  That  as  so  amended,  said  supplement 
be  and  the  same  is  hereby  approved. 


In  the  Matter  <)»■  the  ('omi'Laint  of  James  H,  Preston, 

.  MaYOH  of  TdE  < 'ITY  of  BALTIMORE,  AND  OTHERS,  V».  COH- 

80I.IDATBU  (}as,  Klbctek:  Ligiit  and  Power  Company  of 
Baltimore. 

Case  No.  J77— Ordei-  No.  1262. 
Dated  June  2$-  '9'J- 

AppUcadoD  of  Same  Rates  to  Initial  Consumption  at  to 
Additional  Consumption. 

It  appeared  Ihat  the  rates  filed  by  the  company  in  pursuance  of  the  Com- 
mission's previous  order*,  fixing  the  rates  to  be  charged  for  gas,  did  not 
produce  the  results  contemplated  by  the  Cumniission  in  that  the  same  rates 
did  not  apply  to  the  total  consumption.  dilTerenl  rates  being  applied  to  the 
initial  consumption,  i.  e..  the  first  50.0011  cubic  feet  consumed,  and  to  the 
second  50.000  cubic  feet  consumed,  and  so  on. 

Consetjuently  the  Commission  disapproved  the  rates  filed  and  directed 
the  company. lo  file  a  schedule  specifically  set  forth  herein,  in  which  the 
same  rates  apply  to  the  initial  consumption  as  to  any  additional  consumption.t 

Obdbe. 

By  the  order  of  the  Commission  passed  in  this  case  on  the 
tbirteenth  day  of  January,  IfllS."  the  rate  to  be  chatted 
by  the  Consolidated  Gas,  Electric  Light  and  Power  Com- 


♦Printed  in  Commission  Leaflet  Xo.  14.  at  page  1S4. — Ed. 
tEditor's   headnote. 
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pany  of  Baltimore,  was  fixed  at  ninety  centa  gross,  and  eighty 
cents  net  if  paid  witbin  ten  days  after  tlie  reading  of  the 
meter,  said  rate  to  become  effective  July  1,  1913;  and  tbe 
company  was  directed  "to  file  with  this  Commission  on  or 
before  the  first  day  of  June,  1913,  a  schedule  of  wholesale 
rates  for  gas  based  upon  tbe  amount  consumed  for  power 
and  other  purposes,  which  rates  shall  be  subject  to  the  ap- 
proval of  the  Commiasion,  and,  when  approved,  shall  become 
effective  on  said  first  day  of  July,  1913." 

The  rates  filed  by  this  company  June  3, 1913,  in  compliance 
with  the  above-quoted  provisions  of  the  order,  provide  aa 
followa: 


80  cents  net,  or  90  cenls  gross,  per  thousand  cubic  feet  tor  the  first  50,000 

cubic  feet  consumption  during  any  one  month  through  not  more  than  two 

meters  in  one  building. 
7S  cents  net,  or  85  centa  gross,  per  thousand  cubic  feet  for  the  next  50,000 

cubic  feet  consumption  during  any  one  month  through  not  more  than  two 

meters  in  one  building. 
?0  cents  net,  or  80  cenls  gross,  per  thousand  cubic  feet  for  all  gas  in  excess 

of   100.000   cu'bic   feet   consumption   during   any   one   month   through   not 

more  than  two  meters  in  one  building. 
The   discount   from   the   gross   rates   will   be   allowed   provided   the  bill   is 
paid  on   or  before  the   final   discount   dale  specified  on   the  bill,   which   will 
not  be  less  than  ten  days  from  the  date  of  the  reading  of  the  meter." 

Under  tbe  scbedulea  filc<l  prior  to  tbe  order  of  the  Com- 
mission, the  rates  were  as  follows : 

"The  gross  price  of  gas  for  private  consumers  is  $1.00  per  thousand  cubic 
feet  with  the  following  discounts: 

For  consumption  of  less  than  50,0011  cubic   feel   per  month,  a  discount  of 

10  cents  per  thousand,  making  the  net  rate  90  cenls. 
For  consumption  of  from  50.000  to  100,000  cubic  feel  per  month,  a  discount 

of  15  cents  per  thousand,  making  the  net  rate  85  cenls. 
For  consumption  of  100.000  cubic  feet  or  over  per  month,  a  discount  of 

20  cents  per  thousand,  making  the  net  rate  80  cents. 
These  discounts  are  allowed  provided  the  bill  is  paid  at  the  office  of  the 
company  within  ten   days   from  the  dale  of  reading  the  meter,  consumption 
to  be  registered  on  not  more  than  two  meters  placed  in  one  building." 

Upon  consideration,  it  appears  to  the  Commission  that  the 
application  of  the  redaction  under  the  schedule  filed  June 
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3,  1913,  does  not  produce  the  results  contemplated  bj  the 
opinion  and  order  of  the  Commission  filed  January  13, 1913,* 
and  that  the  rates  should  apply  to  the  total  consumption, 
as  in  the  schedule  filed  Jul;  7,  1910. 

It  is  therefore,  this  twenty-fifth  day  of  June,  in  the  year 
1913,  by  the  Public  Service  Commission  of  Maryland, 

Ordered,  That  the  schedule  of  rates  filed  by  the  Consoli- 
dated Gas,  Electric  Light  and  Power  Company  of  Baltimore, 
to  become  effective  July  1,  1913,  filed  June  3,  1913,  be  and 
the  same  are  hereby  disapproved. 

Ordered  further.  That  beginning  July  1,  1913,  the  follow- 
ing rates  shall  become  and  be  the  rates  charged  private  con- 
sumers of  gas  by  the  said  Consolidated  Gas,  Electric  Light 
and  Power  Company  of  Baltimore,  namely: 

"The  gross  price  of  gas  for  private  consumers  is  90  cents  per  thousand 
cubic  feet,  with  the  following  discounts: 

For  consumption  of  less   than   50,000  cubic   teet  per  month,   a  discount 

oi   10  cents   per   thousand,  making  the  net   rate  80  cents. 
For  consumption  of   from   50,000  to   100,000  cubic   feet  per  month,  a 

diicount  of  15  cents  per  thousand,  making  the  net  rate  75  cents. 
For  consumption  of  100,000  cubic  feet  or  over  per  month,  a  discount 
of  20  cents  per  thousand,  making  the  net  rate  70  cents. 
These  discounts  are  allowed  provided  the  bill  is  paid  at  the  office  of  the 
company  within  ten  days  from  the  date  of  reading  of  the  meter,  consumption 
to  be  registered  on  not  more  than  two  meters  in  one  building," 


In  the  Mattbb  of  the  Oomi'i,aint  of  Epwabd  H.  Jonbs  vs. 
GBOBOirrowN  Gas  Light  Comi'any  of  Montgomebt 
County,  Mabtland. 

Case  No.  586— Order  No.  1283. 

Decided  July  ii,  ifiij. 

Extension  of  Gu  Mauii — Companr's  Regulations— DJfrimlmtioii. 

Upon  complaint  as  to  the  refusal  of  the  Georgetown  Gas  Light  Company 
to  extend  its  mains  so  as  to  supply  the  complainant  and  others  with  gas, 
it  appeared  that,  since  the  filing  of  the  complaint,  the  company  had  estab- 
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lished  certain  rules  with  respect  to  extensions,  requiring  a  deposit  of  seventy 
cents  per  foot  for  extensions  in  excess  of  one  hundred  feet  for  each  dwell- 
ing to  be  supplied,  the  deposit  to  be  refunded  at  the  rate  of  $70  for  each 
additional  dwelling  thereafter  supplied  from  the  extension  for  which  de- 
posit was  made. 

The  Commission  calculated  that  the  application  of  this  rule  to  the  situa- 
tion in  question  would,  under  the  most  favorable  circumstances,  result  in 
a  net  annual  return  to  the  company  of  only  $81,70  with  which  to  care  for 
the  depreciation  and  taxes  on  9,000  feet  of  main,  and  that  if  the  company 
were  compelled  to  bear  the  entire  cost  of  the  extension,  an  anntuil  loss  of 
at  least  $117.80  would  be  encountered. 

It  further  appeared  that  the  company's  linancial  condition  was  very  poor; 
that  certain  extensions  already  made  had  proved  unremunerative ;  and  (hat 
the  development  of  the  section  asking  for  this  extension  had  been  very  slow 
in  past  years. 

With  respect  to  a  suggestion  that  the  route  to  be  followed  by  any  exten- 
sion ordered,  should  be  speciiied  by  the  Commission, 

Held:  That  the  company  would  be  entitled  to  make  any  extension  which 
might  be  ordered,  in  such  manner  as  would  enable  it  to  give  proper  service 
and  provide  for  future  development. 

Held,  further:  That  the  Commission  will  insist  upon  the  extension  of 
service,  upon  reasonable  terms,  in  cases  where  it  can  be  done  without  detri- 
ment to  present  consumers  or  material  loss  to  investors  and  where  there  is 
a  reasonable  prospect  of  development  and  the  financial  condition  of  the  com- 
pany warrants  the  postponement  of  returns ; 

That  if  there  were  not  some  limit  to  the  obligation  of  public  service  cor- 
porations to  extend  their  facilities,  the  demands  of  sparsely  settled  districts 
might  create  a  financial  'burden  which  would  not  only  deprive  stockholders 
of  their  return  but  also  imfiair  the  company's  ability  to  maintain  adequate 

That  the  extensions  already  made  by  the  defendant  have  proved  so  unre- 
munerative that  it  should  not  be  re<iuired  to  go  into  yet  more  doubtful  terri- 
tory without  protection  against  positive  loss  such  as  its  rules  provide ; 

That  the  company's  rules  are  reasonable  precautions  against  loss  and 
against  the  deterioration  of  the  existing  service ; 

That  the  defendant's  refusal  of  service  involves  no  discrimination  against 
the  complainant  who  is  in  the  same  position  as  all  other  future  applicants, 
who  must  observe  the  defendant's  rules  with   respect  to  extensions ; 

That  the  company  would  be  obliged  to  render  service  upon  compliance 
with  the  conditions  contained  in  its  published  rules,  but  the  Commission 
win  not  require  the  extension  to  be  made  at  the  company's  cost,  as  requested,* 

Opinion. 
Laibd,  Chairman: 

This  case  is  based  upon  the  refusal  of  the  Georgetown  Gas 
Light  Company  of  Montgomery  County  to  extend  its  gas 
mains  to  the  premises  of  the  complainant  and  supply  him 
and  others  with  gas. 

'Editor's  headnote. 
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The  plant  of  tlie  company  consists  entirely  of  its  distribiit- 
inj;  mains,  Iwated  in  Montgomery  County,  Maryland,  which 
connect  at  the  Maryland- District  of  Columbia  line  on  Wis- 
consin Avenue  with  the  mains  of  the  Oeorgetown  Gaa  Light 
Company  of  Washington,  D.  C,  and  from  the  connecting 
point  pun  on  Wisconsin  Avenue,  to  Bradley  Lane,  thence  on 
Bradley  Lane  to  Connecticut  Avenue,  and  thence  thnmgli 
the  subdivision  known  as  Chevy  Chase,  and  to  some  points 
beyond  it. 

Having  no  generating  plant  of  its  own,  gas  is  obtained 
from  the  Georgetown  Oas  Light  Company  of  Washington, 
D.  C,  (of  which  the  defendant  company  is  really  a  constitu- 
ent), at  the  price  of  eighty  cents  per  thousand  cubic  feet 
and  sold  by  the  Maryland  i*onipany  to  its  customers  at  f  1.00 
per  thousand  cubic  feet. 

At  the  present  time  the  mains  of  the  company  in  the  di- 
rection of  complainant's  property  do  not  extend  beyond  the 
Chevy  Chase  subdivision,  and  between  that  subdivision  and 
complainant's  property,  known  as  tlic  Williams  Tract,  lies 
the  subdivision  of  Otterbourne.  The  most  northerly  p4iint 
of  the  system,  and  the  nearest  by  direct  line  to  complainant's 
premises,  is  on  Delaware  Str(«t  at  the  intersection  of  Taylor 
Street,  in  Chevy  Chase,  a  distance  of  1,300  feet.  There  are 
no  streets  in  OtterlH>urne  running  north  and  south,  to  which 
the  Delaware  Street  main  could  be  run,  and  direct  connecti(m 
could  not  be  made  with  complainant's  property  without 
crossing  private  lands.  The  ('bevy  Chase  Land  C(mipany 
owns  a  strip  of  land  situate  i»etween  Ccmnecticut  Aveaue 
and  Otterbourue  and  the  Williams  Tract,  and  the  gas  com- 
pany has  a  main  in  Connecticut  Avenue  to  Shepard  Stnn't, 
which  is  the  next  street  south  of  Taylor  Street  where  the 
Delaware  Street  main  ends.  The  Connecticut  Avenue  main 
is  not  opposite  Otterljoui-ne  and  the  Williams  Tract,  and  if 
it  were  extended  to  that  point  it  would  still  be  necessary  to 
cross  private  property  through  which  there  are  no  streets, 
to  reach  them!  The  IJrookeville  and  Tennallytown  road, 
however,  bounds  Chevy  Chase,  Otterbourne  and  the  Williams 
Tract  on  the  east,  iind  is  intersected  by  Percy  and  Douglass 
Streets  in  Otterbourne  and  bv  Williams  Laue  (upon  which 
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complainant's  house  is  located)  in  ttie  Williams  Tract.  The 
company  has  a  six-inch  main  in  the  Brookeville  road  as  far 
north  as  Cumming's  Lane. 

The  complaint  alleges  that  there  are  twenty-four  houses  in 
Otterhourne,  the  Williams  Tract  and  on  the  east  side  of  the 
Brookeville  road,  north  of  Chevy  Cha.He,  twenty-two  of  which 
will  take  gas. 

The  company  contends  that  apart  from  the  fact  that  it 
would  have  to  cross  private  property  in  order  to  extend  the 
Delaware  Hti-eet  main,  such  a  construction  is  impracticable 
and  expensive  on  account  of  the  topography  of  the  land  and 
the  presence  of  a  stream  which  would  compel  the  huilding 
of  a  trestle;  and  that  the  service  through  such  extension 
winild  l»e  unsatisfactory,  at*  there  would  be  no  way  to  make 
irnss  coiiiu'i'tioiiN  and  prevent  the  conditions  resulting  from 
"dead  ends."  This  contention  is  sustained  by  the  report  of 
the  Assistant  Engineer  of  the  Commission,  who  was  directed, 
upon  complainant's  retjuest,  to  go  over  the  situation,  and  we 
gather  from  his  report  that  this  extension  would  not  supply 
more  than  about  one-third  of  the  twenty-two  prospective  con- 
sumers mentioned  in  the  complaint. 

Tlie  Commission  would  be  loath  to  order  an  extension  un- 
less there  was  some  assurance  that  adequate  service  could  be 
furnished  by  means  of  it;  and  the  company  itself  would  be 
entitled  to  make  any  extensions  that  might  be  ordered  in 
such  manner  as  would  enable  it  to  give  the  proper  service 
and  to  provide  for  possible  future  development  We  are, 
tlierefoi-e,  compelled  to  reject  the  extension  of  the  Delaware 
Street  main  as  a  factor  in  the  determination  of  the  ease. 

The  report  of  the  Assistant  Engineer  says: 

"There  is  now  a  six-inch  main  on  Conm-cticul  Avenue  at  Shepard  Street 
and  on  "Brookeville'  road  at  Cumming's  Lane.  To  properly  serve  the  new 
area  these  mains  should  be  extended  north  to  VVilhams  Lane  and  cross  con- 
nected through  the  latter  and  Percy  Street  with  a  hranch  in  Douglass  Street 
and  Dalkieth  Street.  This  would  mean  4,500  feet  of  six-inch  and  4,500  feet 
of  four-inch  mains  at  a  total  cost  of  $7,000  to  $;,500.  If  four-inch  mains 
were  laid  throu({hout  to  take  care  of  the  immediate  demands  the  cost  would 
l>e  about  $5,500.  By  reducing  the  construction  (o  the  minimum  consistent 
with  reasona-ble  immediate  service,  the  extensions  might  he  made  tor 
$1300,    This  plan,  however,  would  be  poor  engineering  and  bad  policy." 
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Since  this  complaint  was  filed,  tlie  company  lias  pablished 
and  filed  with  the  Ck>mmisaiou  "Kules  regarding  Gas  Main 
Gxtensions  and  Service  Pipe  Installations."  Whether  or  not 
tiiese  rules  should  be  considered  as  binding,  there  must  be 
some  limit  to  the  obligation  of  a  public  serrice  corporation 
to  extend  its  facilities.  Otherwise,  the  demand  in  sparsely 
settled  districts  might  create  a  financial  burden  which  would 
not  only  deprive  stockholders  of  the  company  of  a  return 
upon  their  investment,  but  also  seriously  cripple  the  service 
of  old  customers  through  the  company's  lack  of  means  to 
adequately  maintain  it 

The  role  of  the  company  is,  briefly,  to  make'  extensions  of 
one  hundred  feet  of  mains  for  every  dwelling  to  be  supplied 
with  gas.  For  extensions  in  excess  of  one  hundred  feet  a 
deposit  of  seventy  cents  per  lineal  foot  is  required,  and  the 
amount  of  the  deposit  so  made  is  refunded  at  the  rate  of 
|170.0y  for  each  dwelliug  eret^ted  aUn\g  tlie  liue  of,  aud  sup- 
plied from,  tbe  extension  for  which  the  deposit  is  made,  upon 
the  completion  of  the  plastering  in  the  dwelling  and  notice 
thereof  in  writing  to  the  company,  until  the  entire  amount 
of  the  deposit  is  returned  to  the  depositor. 

A  copy  of  the  Engineer's  report  was  sent  to  the  complain- 
ant. Under  date  of  July  8,  1913,  in  a  letter  to  the  Commis- 
sion, which  is  obviously  based  upon  that  report  (though  he 
does  not  say  so),  he  states  that  tbe  layout  suggested  "would 
take  care  of  a  very  much  larger  area  than  the  area  for  which 
we  are  praying  relief,"  and  that  there  are  twenty-one  houses, 
in  addition  to  those  previously  mentioned,  which  could  be 
supplied  from  tbe  extension,  but  he  does  not  know  that  tbey 
would  become  consumers  of  gas,  but  is  practically  sure  they 
would.    This  would  make  a  total  of  forty-three  houBes. 

Applying  the  roles  of  the  company  to  the  situation,  and 
assuming  that  all  of  the  bouses  would  be  connected,  we  would 
have: 

ExpenilUiira  for  installation  of  mains,  say,  |7,000 

Allowance  by  eornpany  for  43  conntctions  at  $70  3,010 

Deposited  by  customers  $3,990 

making  $93  per  house.    Upon  the  estimated  consumption  of 
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3,000  cubic  feet  per  month  per  honse,  the  coet  to  the  con- 
somex  would  be  f36  per  annum,  plus  |5.58  interest  ou  his 
deposit,  or  a  total  of  {41.58  per  year.  The  difference  be- 
tween the  price  the  company  pajs  for  gas  and  that  at  which 
it  ia  sold  is  twenty  cents.  The  actual  profit  as  figured  after  de- 
ductions is  fifteen  cents.  The  net  revenue  would  be  {232.20. 
It  would  hare  to  borrow  its  immediate  contribution  of  |3,010 
to  the  iustaUation,  upon  which  the  interest  at  5%  would  be 
1150.60,  leaving  a  balance  of  {81.70  from  which  it  woold 
have  to  take  care  of  depreciation  and  taxes  on  9,000  feet  of 


If,  however,  we  figure  on  twenty-two  consumers,  the  com- 
pany's contribution  wonld  be  only  {1,540  and  the  amount 
deposited  would  be  {5,460,  dr  {248.18  per  house,  which  wonld 
probably  be  prohibitive  as  to  some  of  them.  But  the  result 
would  be  still  more  disastrous  to  the  company,  for  its  net 
revMine  would  be  {118.80,  interest  on  borrowed  money  {77, 
leaving  a  balance  of  {41.80  for  depreciation  and  contingencies. 

If  the  whole  cost  of  installation  were  borne  by  the  com- 
pany, it  wonld  have  to  meet  interest  charges  amounting  to 
{350.  With  forty-three  consumers  and  a  revenue  of  {232.20, 
the  dead  loss  would  be  {117.80;  with  twenty-two  consumers 
the  dead  loss  would  be  {231.20. 

The  Commission  haa  been  disposed  to  insist  upon  the  ex- 
tension of  service,  upon  reasonable  terms,  in  cases  where  it 
could  be  done  without  detriment  to  present  consumers  or 
material  loss  to  investors,  or  where  the  financial  condition 
of  the  corporation  warranted  the  postponement  of  returns 
if  the  field  offered  reasonable  expectations  of  development. 
The  rules  filed  by  the  defendant  company  were  not  in  force 
when  this  complaint  was  filed,  but  under  the  circumstances 
of  this  case  the  Gommi^ion  would  have  been  obliged  to  es- 
tablish conditions  upon  which  an  extension  would  be  or- 
dered, and  has  already  in  the  case  of  the  Cityco  Realty  Com- 
pany vs.  Consolidated  Qas,  Electric  Light  and  Power  Com- 
pany of  Baltimore,'  decided  that  rules  very  similar  to  those 
filed  in  this  case  are  reasonable. 

In  this  connection,  we  cannot  overlook  the  fact  brought 
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out  in  the  testimonj,  that  in  the  se<^tion  which  is  asking  for 
this  extension  only  tweutj-fuur  liouHes  liave  been  erected  in 
a  period  of  twenty  years.  It  is  possible  that  developmeDt 
may  be  more  rapid  in  the  future  than  it  has  been  in  the  past, 
but  to  the  south  of  it  lies  a  highly  improved  subdivision  that 
still  contains  many  vacant  lots,  and  there  is  no  saying  when 
this  large  expenditure  would  become  remunerative. 

Furthermore,  we  must  look  at  tlie  financial  condition  of 
the  company.  According  to  its  annual  report  for  the  year 
ending  June  30,  1912  (tlie  last  report  available),  it  bad 
assets  amounting  to  f71,243.y3,  including  fixed  capital  of 
t66,033.U9,  and  an  unfunded  debt  of  f58,064,  upon  which 
the  interest  at  5%  is  f2,903.  The  gross  revenue  was  fS,- 
40SJ.04.  Obviously  a  company  sn  situated  financially  is  not 
in  a  position  to  be  saddled  with  losses.  The  additional  in- 
terest charge  would  practically  balance  income  and  outgo. 

After  very  careful  consideration  we  do  not  feel  justified 
in  ordering  the  extensiaus  asked  for.  The  element  of  dis- 
crimination upon  which  the  complainant  so  stmngly  insists 
is,  to  our  minds,  not  so  apparent  as  it  is  to  his,  when  all 
the  facts  of  the  case  are  considered.  Upon  the  conditions  of 
the  company's  rules  it  would  l>e  compelled  to  serve  him. 
These  rules  appear  to  be  rea-sonable  precautions  against  loss 
and  against  deterioration  of  tlic  present  service,  which  all 
future  applicants  for  sei-vice  situatefl  similarly  to  the  com- 
plainant must  observe.  As  to  those  perwms  he  is  upon  the 
same  footing.  As  to  those  already  served,  the  field  has  thus 
far  i)roved  so  nnremunerative  that  the  company  sliould  not 
be  required  to  go  into  Htill  more  d(mbtful  territory  without 
protection  against  positive  loss,  wliich  the  deposit  would 
provide. 

An  order  will  be  pas.'KMl  dismissing  the  complaint 

Ordeb. 

In  accordance  with  the  opinion  this  day  filed  in  this  case, 
it  is  tltis  eleventh  day  of  July,  in  the  year  1913,  by  the  Public 
Service  Commission  of  Maryland, 

Ordered.  That  the  ccmiplaint  of  Edward  H.  Jones  vs. 
Georgetown  Gas  Light  Company  of  Montgomery  County, 
Md.,  be,  and  the  same  is,  hereby  dismissed. 


MISSOURI. 

Public  Service  Commission. 
In  re  Payment  fob  Tr.\nsi'oetation. 
Conference  Ruling  No.  1. 

Derided  May  21,  igij. 

Tranaportation  in  Exchange  for  Anything  Other  than  Money  or 
Advertising;  Space  Unlawful. 

('ONFEKENCE  KUMNG. 

Notbing  but  money  ean  be  lawfully  received  or  accepted 
in  payment  for  tran»portation  subject  to  the  provisions  ')f 
Section  35  of  tlie  Public  Service  Commisaion  Law  after 
July  31,  1913,  whether  of  passengers  or  property,  or  for  any 
service  in  connection  therewith,  except  transportation  in  ex- 
change for  advertising  space  in  newspapers  and  magazines 
at  full  rates  for  such  advertising,  it  being  the  opinion  of  the 
Commission  that  the  prohibition  against  charging  or  collect- 
ing a  greater  or  less  or  different  compensation  than  the  es- 
tablished rates  or  fares  in  effect  at  the  time,  precludes  the 
acceptance  of  service,  i)roperty  or  other  payment  in  lieu  of 
the  amount  of  money  H]KH-ified  in  the  published  srhe<lules. 

Adopted  May  21,  1913. 
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In  re  Fbeb  Transpobtation. 
Coofereoce  Buling  No.  4. 

Decided  May  ij,  lgi3. 
Free  TraiiiporUtion  Unlawful — OutsUnding  Puwi  Innlid. 

CONPEBENCB  BULINQ. 

Section  35  of  the  Public  Service  Commiasion  Law  prohibitB 
common  carriers  from  directly  or  indirectly  giring  any  free 
tickets,  free  pass  or  free  transportation  to  passengers,  except 
to  certain  persons  named  in  said  section. 

It  is  tbe  opinion  of  the  Commission  that  on  and  after  July 
31,  1913,  it  will  be  unlawful  for  a  common  carrier  to  carry 
passengers  free  on  a  free  ticket  or  a  free  pass,  except  such  as 
are  named  in  the  exceptions  contained  in  said  section,  even 
though  said  free  ticltet  or  free  pass  was  issue*!  by  the  carrier 
prior  to  July  31, 1913. 
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Public  Service  Commission. 

IlEKIIN  ElJXrTHlC  I-KJIIT  ('l>Ml>ANY  AND  A.   II.   IllCKMOBE.AND 

Company. 

A.    H.    ItlCKMOEB   AND   ('()MrANY    AND   TwiN    STATE   (lAS   AND 
Ef.E(TRIC  COMI-ANY. 

Petition  for  an  Obdek  Autiiobizing  the  Sale  and  Trans- 
fer OF  THE  PB01'ERT1FJ4,  RIGHTS  AND  FRAN'CIIISRS  (IF  TllK 

Hkbi.in  Electbic  Light  Comi'anv. 

Dockets  Nos.  130  and  131. 

Dtdded  Aitgiist  30,  '913. 

Sale  and  Consolidation. 

The  substance  of  the  applications  herein  considered  was  a  request  for  the 
Commission's  approval  of  the  transfer  of  the  properties  of  the  Berlin 
Electric  Light  Company,  the  Cascade  Electric  Light  and  Power  Company 
and  the  Cascade  Light  and  Power  Company,  to  the  Twin  State  Gas  and 
Electric  Company  for  the  purpose  of  effecting  a  consolidation. 

Juritdiction  of  Commiaaion — Interpretation  of  Public  Service  Commis- 
sion Act — Capitalisation  of  Consolidation — Elimination  of  Competition. 

The  Commission  made  an  exhaustive  analysis  of  the  provisions  of  the 
Public  Service  Commission  Act. 

Htld:  That  the  purpose  of  the  legislature  in  requiring  the  Commission's 
approval  of  proposed  transfers  of  public  service  properties  was  not  merely 

to  prevent  consolidations  in  instances  where  the  continuance  of  competitive 
conditions  would  be  of  advantage  to  the  public,  but  mainly  to  place  a 
further  restriction  on  the  capitalization  of  public  service  properties  by 
enabling  the  Commissicm  to  supervise  the  price  paid  for  such  properties, 
which  must  in  the  nature  of  things  be  met  by  an  issuance  of  stock  or 
bonds  or  by  the  establishment  of  a  floating  debt ; 

That  since  it  is  ordinarily,  but  not  always,  contrary  to  public  policy  to 
create  competitive  conditions  in  public  service  where  none  exist,  it  would 
seem  that  it  must  ordinarily,  but  not  always,  be  in  furtherance  of  public 
policy  to  allow  consolidations  and  the  termination  of  competitive  conditions, 
assuming  that  such  consolidations  are  not  made  upon  terms  which  will 
operate  to  the  detriment  of  the  public; 

That  for  these  reasons,  in  its  consideration  of  proposed  transfers,  the 
Commission  generally  gives  particular  attention  to  the  reasonableness  of 
the  price  proposed  to  be  paid. 

781 
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Valuation  of  Propertjr  {or  Purpose  of  Traiufer — Propert7  not  Used  in 
Pablic  Service — Market  Value. 

Held:  That  inasmuch  as  transfers  are  subjected  to  the  Commission's 
approval  because  of  the  indirect  effect  of  the  resulting  capitalization  and 
indebtedness  on  rates  and  service,  the  value  in  a  transfer  case  should  be 
fixed  by  the  application  of  the  same  general  principles  which  govern  in  a 
valuation  for  rate-making  purposes; 

That  certain  elements  of  value  may  properly  be  included  in  a  valuation 
for  the  purpose  of  transfer,  which  should  not  be  included  in  a  valuation 
for  rate-making  purposes;  such,  for  example,  as  the  value  of  property 
which  is  no  longer  useful  in  the  public  service,  but  which  is  necessarily 
included  in  the  property  to  be  transferred  and  should  be  taken  at  its  maritet 
value ; 

That  the  value  adopted  must  be  either  (1)  the  amount  for  which  the 
property  will  sell  or  (2)  the  amount  on  which  the  public  should  justly 
pay  a  return  to  the  owners  for  the  use  of  the  property;  and  since  the 
market  value  is  determined  by  the  earning  capacity  which  in  turn  depends 
upon  the  rates  charged,  the  adoption  of  the  hrst  value  would  lend  to  the 
establishment  of  the  highest  rates  which  could  be  profitably  charged,  ll 
follows  that  the  second  value  above  mentioned  should  be  adopted. 

Original  Coat — Cost  of  Reproduction — Utiit  Prices. 

Held:  That,  as  a  general  working  principle,  the  original  investment,  or 
in  the  absence  of  evidence  as  to  that,  the  cost  of  reproduction,  which 
probably  reflects  the  original  investment  more  accurately  than  anything 
else,  may  be  taken  as  of  primary  importance,  but  neither  can  be  controlling 
as  to  the  final  conclusion  and  all  available  information  should  be  considered 
and  given  such  weight  as  is  proper  in  the  case  under  consideration ; 

That  fairness  to  the  investor  as  well  as  to  the  public  demands  that  such 
weight  should  not  be  attached  to  the  single  element  of  cost  of  reproduc- 
tion as  to  allow  temporary  fluctuations  in  the  prices  of  material  to  alfect 
unduly  the  value  of  permanent  plants  and  for  this  reason  the  average  price 
of  materials  for  a  reasonable  term  of  years,  say  live,  should  be  given 
more  weight  than  the  prices  on  any  particular  date. 

Present  or  Depreciated  Value— Depreciation  Reserve. 

Held:  That  depreciation  is  ordinarily  an  expense,  not  of  establishing. 
but  of  continuing  business,  and  should  be  cared  for  out  of  earnings  and  an 
allowance  therefor  made  in  the  determination  of   reasonable  rates; 

That  the  establishment  of '  a  depreciation  reserve  does  not  require  the 
maintenance  of  a  fund  apart  from  actual  investment  in  utility  property. 
since  the  fund  may  be  expended  in  new  constructiim ; 

That  when  a  utility  has  earned  sums  sufficient  to  afford  a  fair  retnn 
and  maintain  a  depreciation  reserve,  but  has  paid  out  the  entire  net  earn- 
ings in  dividends,  without  maintaining  a  reserve  for  depreciation',  the  entire 
accrued  depreciation  should  be  deducted  from  the  cost  of  reproduction  if 
fixing  the  value  of  the  property,  but  it  does  not  follow  that  the  full 
amount  of  accrued  depreciation  should  be  deducted  from  the  cost  of  re- 
production  in  every   instance,   and   there  may  be  cases  where  the  depreria- 
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tton  theretofore  suffered  should  be  included  in  the  valuation  as  part  of  the 
cost  of  developing  the  business  to  a  point  where  a  fair  return  can  be 
secured. 

Valuation  of  Real  Estate  Items — Appreciation  of  Property — Valuation 
of  Water  Power. 

Held:  That,  in  valuing  a  utility  property  including  water  power  or  other 
real  estate  interests  which  have  appreciated  while  other  parts  of  the  prop- 
erty have  depreciated,  it  is  preferable  to  fix  a  value  on  the  entire  prop- 
erty without  attempting  to  fix  the  exact  value  of  the  several  parts  thereof ; 

That  it  would  be  as  difficult  to  establish  a  formula  for  determining  the 
value  of  a  water  power  as  to  establish  a  formula  for  fixing  by  mathematical 
process  the  exact  value  of  an  entire  public  utility  plant. 


Held:  That  an  allowance  of  15  per  cent,  for  engineering  and  supervision 
during  construction,  interest  during  construction,  organization,  legal  ex- 
penses, contingencies,  omissions  and  insurance,  is  certainly  a  sufficient 
allowance  for  overhead  costs  in  this  instance,  but  the  same  percentage  may 
not  be  allowed  in  other  cases;  that  the  items  of  overhead  cost  are  subject 
to  depreciation  and  consequently  the  allowance  should  be  computed  on  both 
the  reproduction  cost  and   the  present  value ; 

That,  theoretically,  interest  during  construction  should  be  computed  on 
all  other  overhead  items  as  well  as  on  the  cost  of  the  physical  property, 
but  it  may  as  well  be  included  in  a  general  percentage  computed  on  the 
cost  of  the  physical  properly  alone,  provided  the  percentage  adopteH  is 
the  result  of   sufficient  experience  and   judgment; 

That  an  allowance  for  contractor's  profit  may  properly  be  made  in  cases 
where  such  a  profit  was  actually  paid,  but  in  New  Hampshire  no  such 
cost  is  ordinarily  incurred  in  the  construction  of  plants  of  the  class  under 
consideration,  and  an  entirely  theoretical  cost  should  not  be  allowed  in 
computing  the  value  of  any  public  utility  property. 

Going  Valae. 

Held:  That  the  question  of  what,  if  any,  allowance  should  be  made  for 
going  value  is  an  economic  or  legal  question  and  not  an  engineering  ques- 
tion and  that  both  justice  and  authority  require  that  a  proper  allowance 
should  be  made  for  this  element  in  placing  a  value  on  the  property  of  public 
service  corporations ; 

That  justice  requires  that  the  investor  in  public  service  properties  shall 
receive  a  return  on  his  investment  for  the  entire  period  during  which  it 
is  devoted  to  the  public  service,  and  a  return  not  only  on  the  first  invest- 
ment but  on  the  amount  necessarily  spent  in  putting  the  business  on  a 
paying  basis,  including  profits   foregone  during  the  early  years ; 

That  there  is  no  constitutional  or  equitable  reason  for  including  in  a 
valuation,  under  the  name  of  going  value,  the  cost  of  securing  all  the 
business  connected  with  the  property  appraised,  but  that  the  allowance 
for  going  value  should  be  sufficient  to  cover  the  cost  of  bringing  the 
property  to  the  point  where  a  fair  return  upon  the  prior  investment  can 
be  secured ;  ,  -  \ 
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That  where  such  costs  are  definitely  ascertainable  they  should  be  stated 
and  given  consideration,  but  that  nothing  can  be  gained  by  making  an 
arbitrary  allowance  for  going  value  based  on  assumptions  as  to  the  cost 
in  early  years  and  the  rapidity  with  which  the  business  was  built  up,  or 
on  an  assumed  relation  between  the  cost  of  building  up  the  business  and 
the  cost  of  the  physical  property; 

That  where  such  costs  are  not  definitely  ascertainable,  the  general  financial 
history  of  the  property,  its  earning  power  under  reasonable  rates,  Ae 
amount  of  business  done,  the  operating  charges  and  other  pertinent  facts 
should  all  be  considered  and  a  final  value  fixed  on  the  entire  property,  not 
as  a  collection  of  dead  units,  but  as  a  going  concern; 

That  in  the  case  of  the  Cascade  companies,  it  is  clear  that  no  con- 
^derable  amount  has  been  expended  by  the  stockholders  in  building  up  the 
business,  either  by  way  of  direct  advancements  or  by  way  of  dividends 
foregone,  the  dividends  foregone  having  been  reinvested  in  the  physical 
property  for  the  benefit  of  the  stockholders  who  are  now  selling  the  prop- 
erty for  nearly  four  times  the  original  investment; 

That  although  no  dividends  have  been  paid  to  the  present  owners  of 
the  Berlin  company,  it  does  not  appear  that  dividends  have  not  been  earned, 
nor  does  it  appear  whether  the  present  depreciated  condition  of  the  prop- 
erty is  the  result  of  a  lack  of  sufficient  earnings  to  provide  for  depreciation 
or  the  result  of  the  withdrawal  of  excessive  amounts  in  dividends;  that 
consequently  no  particular  weight  can  be  attached  to  going  concern  value, 
unless  sufficient  evidence  is  introduced  upon  which  to  base  an  intelligent 
finding  in  this  respect 

Conchirioiu  «  to  Value. 

The  Commission  found  the  fair  value  of  the  property  of  the  Berlin 
company  consideAi  as  a  going  concern  to  be  not  more  than  $55,000,  and 
that  of  the  properties  of  the  Cascade  companies  to  be  not  more  than 
$260,000.  The  price  proposed  to  be  paid  for  the  Berlin  property  was 
$172,000,  and  that  for  the  Cascade  properties,  an  amount,  not  yet  de- 
termined, in  excess  of  $150,000. 

Inasmuch  as  the  competition  of  the  Berlin  company  with  the  Cascade 
companies  had  the  effect  of  reducing  the  price  demanded  for  the  Cascade 
properties  to  a  point  below  their  value,  the  Commission  held  that  the 
difference  between  the  value  of  those  properties  and  the  amount  paid 
therefor  might  properly  be  added  to  the  value  of  the  Berlin  property  in 
determining  the  total  to  be  paid,  as  reflecting  the  value  of  the  combined 
properties  thereafter  to  be  operated  as  one. 

The  transfer  was  permitted  on  these  terms.* 

Al'I'KARANCES: 

Alien  UoUi«.  for  ('uscadc  Klccii-io  IJ^lit  and  I'owor  r.ini- 
pan.v,  Cascade  Liplit  and  INtwcr  Conipany,  Berlin  Klwtrir 
Lipht  roiiipany,  A.  H.  Itickmope  and  roiupan^v,  and  Twin 
State  (Jas  and  Elertrio  Company. 

■Editor's  beadnote. 
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John  Kirel,  for  A.  H,  Bickmore  and  Company  and  Twin 
State  Cas  and  Electric  Company. 
Daley  and  Oosv,  for  Berlin  Electric  Liglit  Company. 
Rich  mid  Marble,  for  Cascade  Light  and  Power  Company. 

Report. 

On  April  5,  1913,  the  petition  of  tlie  Berlin  Electric  I.i^lit 
Company,  licrchiafter  called  tlie  Berlin  company,  and  A.  H. 
Bickmore  and  Company,  hereinafter  referred  to  as  Bickmore 
and  Company,  for  autliority  to  transfer  all  tlie  properties, 
rijrlitH  and  francliiBcs  of  said  Berlin  company,  located  in 
Berlin  and  (lorliam,  to  Haid  Bickmore  and  Comitany,  was 
filed.  On  the  name  date  waw  filed  the  petition  of  the  Cascade 
Electric  U^ht  and  Power  Company,  hereinafter  called  Hte 
('ascade  Electric  company,  tlie  Cascade  Lifjht  and  Power 
Company,  hereinafter  called  the  Cascade  comjiany,  and 
Bickmore  and  Ooni])any,  for  atitliority  to  transfer  all  the 
jiroperties,  rijfhts  and  franchises  of  said  ('ascade  companies, 
located  in  Oorhani,  Berlin  and  Milan,  to  said  Bickmore  and 
Company,  and  on  April  8,  1913,  the  petition  of  said  Bickmore 
and  Company  and  the  Twin  State  Gas  and  Electric  Com- 
jKiny,  hereinafter  called  the  Twin  State  Company,  for 
authority  to  transfer  to  said  Twin  State  comjiany  all  the 
properties,  rights  and  franchises  proposed  to  be  purchased 
by  said  Bickmore  and  Company  from  said  Cascade  and  Berlin 
companiwt  for  the  price  proposed  to  be  paid  by  said  Bickmore 
and  Company  plus  the  engineering  and  legal  expenses  con- 
nected with  said  proposed  transfers;  also  the  petition  of  said 
Twin  State  company  for  authority  to  issue  bonds  for  the 
purpose  of  paying  the  price  proposed  to  be  paid  for  said 
properties,  and  for  other  purposes. 

All  of  said  petitions  were  considered  together,  and  bear- 
ings were  held  on  various  dates  in  Concord  and  in  Berlin. 
In  this  report  we  shall,  however,  consider  only  the  proposed 
transfer  by  said  Berlin  company. 

The  requirement  for  authority  from  this  Commission  to 
transfer  public  utility  properties  was,  when  these  petitions 
were  filed,  contained  in  Paragraph    (b),  Section  13  of  the 
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Piililic  HtTvii-e  Cdmniissiiin  Act,  wliii-li   parapirapli    was  a.s 
fiillows: 

"(b)  No  public  utility  shall  transfer  or  lease  its  franchise,  works  or 
system  or  any  part  of  such  franchise,  works  or  system  exercised  or  located 
in  this  State,  to  any  other  person  or  corporation,  or  contract  for  the 
operation  of  its  works  and  system  located  in  this  State  until  the  Commis- 
sion shall  make  an  order  assenting  thereto." 

Since  tlie  filing  of  stiid  pftitionK  Haiti  sccMoii  iias  Im'cii 
ani('nde<l  by  Oiapter  14"  of  tlie  Laws  <if  1913,  so  tliat  now 
it  provides  as  follows; 

"(b)  Any  public  utihty  may  transfer  or  lease  its  franchise,  works  or 
system,  or  any  part  of  such  franchise,  works  or  system,  exercised  or 
located  in  this  State,  or  contract  for  the  operation  of  its  works  and 
system  located  in  this  State,  when  the  Commission  shall  make  an  order 
assenting  thereto,  but  not  otherwise.  The  Commission  shall  make  such 
order  in  any  case  where  it  shall  appear  that  the  proposed  transfer,  lease 
or  contract  would  be  for  the  public  good,  and  not  otherwise.  Any  such 
attempted  transfer,  lease  or  contract  shall  be  void  unless  the  same  shall 
have  been  approved  by  the  Commission," 

Said  anu'iidinent  took  emit  May  lit,  1!H:{,  and  ctniti-olN 
the  ( 'onniiif<Hioii  in  Uh  action  n])iin  all  ti'ansfi>r  c;l^4es.  It  will 
l)e  noted,  however,  that  the  nection  neither  in  ittc  opiRina! 
or  its  amended  form  yives  any  indication  a«  to  tite  ]HirpoKe 
of  reiniiriiij;  tlie  ComniisHion  Ut  pans  n]»oii  all  (troiMiKed  trans- 
fers and  leases.  The  seetion  nnv  itMinireK  an  alflnnative 
fltiding  hy  the  ConiniiwHifm  that  the  transfer  or  leaw  will  Ik* 
for  tlie  puhlic  giKxl  before  an  order  may  he  made  i»ermitfin}; 
the  same,  bnt  it  ai)parently  allows  the  coniniisMion  the 
widest  ]M)SKihle  latitnde  in  tlie  determinatitni  of  that  ((n^^H'in. 

While,  however,  the  si>ecilic  section  is  thns  general  in  its 
terms,  aii  examination  of  the  Act  will  give  nmch  light  as  to 
matters  to  which  the  ("oinniission  onglit  to  give  K]>ecial  eon- 
sideratitm  in  jiassing  npon  any  application  for  anthority  to 
make  a  transfer  op  leatie. 

Sections  1  and  5  declare  that: 

"Every  railroad  corporation  and  every  public  utility  shall  furnish  such 
service  and  facilities  as  shall  be  reasonably  safe  and  adequate  and  in  all 
respects  just  and  reasonable.  .All  charges  made  or  demanded  •  •  * 
shall  be  just  and  reasonable.  Every  charge  that  is  unjust  or  unreasonable 
*    *    *    is  prohibited.    The  Commission  shall  have  the  general  supervision 

— a'^ 
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of  an  railroad  corporatitnis,  railroads,  public  utilities  and  the  plants  owned, 
(^crated  and  controlled  by  the  same,  as  far  as  necessary  to  carry  into 
eBect  the  provisions  of  tkia  Act" 

These  two  sections  express  the  entire  scope  and  purpose  of 
the  Public  Service  Commission  Act,  and  all  other  sections 
may  be  read  in  the  light  of  the  same.  The  Commission  was 
created  and  vested  with  powers  conferred  upon  it  by  the 
Act  for  the  purpose  of  insuring  to  the  public  from  public 
service  corporations  reasonably  safe  and  adequate  service 
and  just  and  reasonable  rates. 

If,  therefore,  we  examine  the  subsequent  provisions  of  the 
Act  to  discover  what  duties  are  specifically  prescribed  for 
the  Coumtissiou,  and  what  acts  in  tlie  ordinary  course  of  the 
business  of  railroad  corporations  and  public  utilities  are 
specifically  8ubjecte<l  to  the  supervision  of  the  Commission, 
we  shall  be  able  to  determine  what  matters  the  legislature 
deemed  of  special  importance  as  atf«cting  rates  and  service, 
and,  so  far  as  those  matters  will  be  affected  in  any  proposed 
lease  or  transfer,  we  must  aNSume  them  to  be  matters  which 
the  legislature  intended  us  specifically  to  consider. 

The  provisions  of  the  Act  may  be  classified  into  general 
classes  as  follows : 

1.  Provisions  relating  to  the  filing  and  publication  of 
rates,  and  recpiiring  the  uniformity  of  raten  for  like  classes 
of  service. 

2.  ProvisionR  relating  to  nniform  accounts,  and  requir- 
ing reports  to  the  Tommission  of  the  results  of  operations, 
evidently  designed  to  make  public,  in  sucli  form  that  the  same 
may  l>e  properly  analyzed,  the  true  earnings  of  railroad  cor- 
porations and  public  utilities  under  tlie  rates  in  force. 

3.  Provisions  relating  to  investigations  of  service,  and  tbe 
making  of  orders  relating  thereto. 

4.  (a)  Provisicuis  relating  to  investigations  as  to  rates, 
and  the  making  of  orders  with  reference  thereto,  and  (b) 
provisions  relating  to  the  transmission  out  of  the  State  of 
electricity  generated  by  water  power  within  the  State,  evi- 
dently inserted  for  the  purpose  of  affecting  electric  rates 
within  the  State  through  the  <iper]ition  of  tbe  law  of  supply 
and  demand. 
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5.  (a)  Pnivisions  forl)i(l(liii^'  the  esttiblishiiit'iit  of  utility 
eiitei-prises  in  new  territory  witlnmt  Uie  aiitlH)rity  of  tlie 
C'oiiimiHsiini,  aiul  (h)  proviHioiis  civatiu};  a  metinMl  for  takitifj 
rifrhts  aud  eaueuieiitK  for  imcewBary  roiiKtriit-tion  under  tlie 
IK)wer  of  eminent  domain,  ami  the  assessnient  i)y  Hie  Com- 
niisHion  of  dainaf^s  <raus<'(l  by  sucli  taking. 

G.  Provisions  forbidding  the  issuance  of  stock,  Inuids 
and  other  evidence  of  indebtedness  payable  more  than  twelve 
inoutiis  after  date  without  authority  from  tlie  Commiss^ion, 
and  regulating  such  issues  when  autliorized.  Tliese  pro- 
visions were  evidently  inserteil  for  the  purpoHe  of  keeping 
down  the  volume  of  securities  issued  by  public  service  cor- 
]>urations  to  amounts  not  exceeding  their  iiei'essary  invest- 
meuts  in  organization  and  in  tlie  a<-(|uiRition  and  oix>ration 
of  properties  devoted  to  public  nse  or  reasonably  neawsary 
in  connection  tlierewitli,  and  tliey  indicate  that  tlie  legisla- 
ture sharetl  the  generally  prevalent  belief,  wliicJi  we  take 
to  lie  well  founded,  that  the  vohinie  of  securities  outstand- 
ing against  any  public  utility  has  an  indirect  but  potent  in- 
fluence upon  rates,  as  the  aim  of  any  corporation  may  be 
expected  to  be  to  earn  a  profit  sufficient  to  meet  fixed  charges 
and  to  pay  dividends  upon  its  stuck  outstanding,  irrespective 
i)f  the  value  of  its  property, 

7.  (a)  Provisions  forbidding  tlie  transfer  or  lease  of 
pi"operties  of  railroad  cori>orations  and  public  utilities  with- 
out the  appmval  of  the  Commission,  and  (b)  like  provision 
with  reference  to  the  acquisition  by  one  public  utility  of  the 
securities  of  another  public  utility  engaged  in  this  State  in 
the  same  or  a  similar  business. 

It  will  be  seen  that  all  of  the  provisions  of  the  first  four 
classes  relate  directly  to  rates  and  service.  The  provisions 
of  the  fifth  class  (a)  may  be  considered  as  relating  to  rates 
and  seiTice,  the  belief  of  the  legislature  evidently  l)eing  that 
better  rates  and  lietter  service  will  ordinarily  be  secured  from 
a  single  corporation  supplying  all  the  siTvice  of  a  given  kind 
in  a  given  community  than  from  competing  eorp<>rations 
dividing  the  business  and  subject  to  the  economic  waste  of 
duplicated  plants  and  duplicated  business  organizations. 
The  fact,  liowever.  that  tlie  rommission  is  authorized  to  allow 
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tlie  establish meut  of  new  utilities  iiidioateB  that  tlie  legis- 
lature believed  that  this  mig)it  uot  always  lie  the  ease. 

The  provisions  of  tlie  fifth  class  (b)  relate  indiifH;tly  to 
both  rates  and  service,  since  they  enable  a  publie  utility  to 
accjuire  the  rights  necessarj'  to  enable  it  t(»  render  sen'ice  and 
at  an  expense  commensurate  with  the  value  of  the  rights  so 
acquired,  thereby  keeping  the  investniejit  in  plant  from  reach- 
ing unreasonable  proportions,  with  a  resulting  effect  upon 
rates. 

The  provisions  of  the  sixth  class  have  an  indirect  effect 
upon  rates,  as  has  been  indicated,  and  may  also  have  an  efifect 
u]H>n  service,  since  it  is  well  known  tliat,  in  the  endeavor  to 
continue  expected  dividends  to  stockholders,  necessary 
reservations  from  earnings  to  meet  depreciation  frequently 
are  not  made,  with  a  resulting  injury  to  the  efficiency  of  the 
plant,  and  to  the  service  which  it  can  supply  to  the  public. 

The  provisions  of  the  seventh  ciass  (a)  are  the  provisions 
under  which  these  proceedings  are  pending,  and  to  obtain 
light  with  refei'ence  to  the  intent  of  which  this  summary  re- 
view of  the  various  provisions  of  the  Public  Service  Com- 
mission Act  is  taken.  The  provision  of  the  seventh  class 
(b)  may  also  reflect  some  light  upon  (a).  It  might  seem 
evident  from  the  fact  that  the  provision  only  applies  to  the 
acquisition  by  one  public  utility  of  the  securities  of  another 
public  utility  engaged  "in  the  same  or  a  similar  business," 
that  the  legislature  had  in  mind  the  consididatiim  of  plants 
either  actually  or  potentially  competitive.  Itut  it  must  not 
1*  hastily  assumed  that  the  intent  of  tlie  legislature  was 
merely  to  prevent  such  consolidation.  It  may  well  be  that 
it  intended  to  prevent  such  consolidation  when  in  tlie  opinion 
of  the  Toinmission  a  continuance  of  competitive  conditions 
would  result  to  the  advantage  of  the  public  in  rates  made 
lower  anil  service  made  Ijetter  nnder  the  spur  of  competition 
than  could  probably  be  enjoyed  if  such  cimipetition  were 
brought  to  an  end.  It  is  easily  possible  to  conceive  that  such 
a  case  might  be  found  to  exist.  But  the  fact  that  the  legis- 
lature inserted  in  the  act  a  provision  to  prevent  the  establisb- 
ment  of  competitive  plants  where  ctmiix'tition  does  not  now 
exist,  except  with  the  consent  of  the  Commission,  indicates 
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very  clearly  that  it  did  not  expect  those  beneficent  results 
ordinarily  to  flow  from  competition.  It  seems  to  us  more 
likely  that  the  primary  purpose  of  the  legislature  in  the  en- 
actment of  the  provisions  of  the  seventh  class,  both  (a)  and 
(b),  was  to  supplement  the  provisions  of  the  sixth  class. 

It  is  well  known  that  so  generally  expensive  and  un- 
profitable is  competition  between  public  utility  enterprises 
that  the  almost  inevitable  final  result  is  consolidation.  To 
secure  this  result  it  is  common  knowledge  that  extravagant 
prices  Lave  often  been  paid  by  one  public  utility  for  the 
properties  of  a  competitor. 

If  it  is  ordinarily, — but  not  always, — contrary  to  public 
policy  to  create  competitive  conditions  when  not  existing,  it 
would  seem  that  it  must  ordinarily, — but  not  always, — be 
public  policy  to  allow  consolidationn  and  the  termination  of 
competitive  conditions  wliere  they  do  exist,  assuming  that 
sucb  cousolidations  are  not  made  u])on  terms  wliich  will 
operate  to  tlie  detriment  of  the  public. 

If,  however,  it  is  desirable  always  to  keep  down  the  volume 
of  outstanding  stock  and  other  securities  by  commission 
supervision  of  stock  and  bond  issues,  tlien  it  is  desirable 
always  that  when  a  consolidation  is  to  Ih^  made  the  transac- 
tion shall  in  the  smne  way  tie  subject  to  commission  super- 
vision, since  any  amount  paid  mu»t  lie  cither  capitaiizcd  by 
a  stock  issue  or  be  i-eprescnted  by  lK)nds  or  by  a  fioatiiig  debt. 

It,  therefore,  seems  a  rcnaoDable  assumption  fliat  the  legis- 
lature did  not  consider  the  provisions  re<)uirtng  coinuiission 
autliority  for  issues  of  bmg  term  securities  a  sufficient  safe- 
guard against  the  purchase  of  competing  plants  at  extrava- 
gant prices.  Purchases  might  be  made  upon  the  assumption 
that  later  authority  to  capitalize  could  be  seimivd,  and, 
debts  having  been  contracted,  a  refusal  by  the  Tommission  to 
allow  them  to  be  capitalized  would  not  reme<ly  the  matter, 
since  a  floating  debt  ordinarily  bears  a  higher  rate  of  in- 
terest and  entails  a  greater  hazard  to  the  solvency  of  a  cor- 
poration than  an  equal  amount  in  bonds. 

These  considerations  doubtless  led  the  legislature  to  the 
conclusion  that  it  was  necessary  to  require  that  the  consolida- 
tion of  competing  plants,  whether  by  transfer  of  title,  by 
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lease,  or  by  the  acquisition  of  tlie  securities  of  oue  corpora- 
tion by  a  competing  corporation,  sliould  be  first  approved 
by  the  Commission.  In  the  cases  or  proposed  consolidation 
by  transfer  or  lease  tliis  was  conveniently  done  by  forbidding 
the  owner  to  make  a  transfer  or  lease  until  the  approval  had 
been  given;  in  the  case  of  proposed  consolidation  by  acquisi- 
tion of  securities  representing  the  properties,  such  securities 
ordinarily  being  held  by  many  individuals  and  it  not  being 
desirable  to  interfere  with  the  easy  disposition  of  the  same 
from  one  individual  to  another,  it  was  deemed  more  con- 
venient to  forbid  the  corporation  proposing  to  effect  the 
consolidation  from  directly  or  indirectly  acquiring  the 
securities  of  the  competing  plant  until  authorized  by  the 
Commission  to  do  so.  The  restriction  in  the  one  case  is  made 
upon  the  seller  and  in  the  other  upon  the  purchaser,  but  the 
substantial  effect  of  the  intended  transactions  is  the  same, 
and  the  purposes  of  the  two  provisions  to  require  in  each 
case  the  approval  of  the  Commission  must  be  the  same. 

The  main  purpose  in  both  cases  we  believe  to  be  to  restrict 
the  amount  of  stock  and  indebtedness  of  railroad  corpora- 
tions and  public  utilities,  to  tbe  end  that  undue  burdens 
shall  not  be  laid  upon  the  public  to  pay  interest  upon  debts 
and  dividends  upon  stock,  and  that  plants  and  service  shall 
not  be  allowed  to  deteriorate  in  the  attempt  to  pay  such  in- 
terest and  dividends. 

The  foregoing  considerations  have  led  us  in  cases  of  pro- 
posed transfers  and  leases  to  pay  particular  attention  in  each 
case  to  the  purchase  price  or  rental  proposed  to  be  paid, 
with  a  view  to  determining  whether  the  same  waa  a  reasonable 
price  or  rental  to  be  paid  for  the  property  proposed  to  be 
acquired.  We  do  not  hold  that  to  be  the  only  question  which 
may  be  considered.  If  in  any  case  an  nnusnal  situation 
should  appear  to  exist,  making  an  exception  to  the  general 
mle,  and  leading  the  Commission  to  the  conclusion  that  in 
that  case  it  would  be  in  the  public  interest  to  preserve 
competitive  conditions,  the  question  of  price  or  rental  might 
never  arise.  In  the  ordinary  case,  however,  it  is  the  only 
question  which  does  arise. 
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InasiiiiK-l)  as  we  liave  reai-Iietl  ttu'  <'(ini-liiKH>ii  that  utility 
tranufcrH  and  lcaw«  arc  nia<le  wuhjcct  t<»  <nir  ai)im)val  on 
aiToiiiit  of  the  indirect  ctfcct  whicli  capitaliiuitiun  and  iii- 
dcittednoNK  may  liavc  uiM)n  rales  and  Ncrvice,  and  that  the 
intent  is  to  limit  increase  in  eitlier  ca]>italizatioi)  or  debt,  for 
tlie  pnr]H)se  of  effecting  coiisolidationSj  to  tlie  fair  vaine  of 
the  property  acquired,  it  wowld  seem  that  value  in  a  transfer 
case  must  be  fixed  hy  an  application  of  tlie  same  general 
principles  as  in  a  rate  ease,  A  particular  case  may  otfer  some 
element  of  value  which  may  properly  1h'  considered  in  fixin<; 
value  for  transfer  purposes  which  cindd  not  be  consideretl  for 
rate  purposes.  In  tins  case,  for  example,  certain  property 
no  lon}ier  useful  in  the  business  of  the  utility  is  include*! 
anion;;  the  properties  proposed  to  he  transferred.  It  is  not 
pracficahle  to  re<iuire  that  it  be  excluded  from  the  purchase, 
if  permitted,  and  a  proper  allowance  must  accordingly  be 
made  for  the  same  in  fixing  the  transfer  price.  In  fixing 
value  for  rate  purposes  such  property  would  he  entirely  dis- 
regarded. Aside  from  this  particular,  however,  we  feel  bonnd 
by  the  evident  purpose  of  the  law  to  proceed  here  upon  the 
same  basis  as  if  we  were  fixing  value  in  a  rate  case, 

A  method  for  fixing  value  in  rate  cases  has  been  laid  down 
by  the  Supreme  Court  of  the  United  States  in  fimi/th  vs. 
.4me/*.  169  U,  S.  +66.    In  that  case  the  court  said: 

"We  hold,  however,  that  the  basis  of  all  calculations  as  to  the  reasonable- 
ness of  rates  to  be  charged  by  a  corporation  maintaining  a  highway  under 
legislative  sanction  must  tie  the  fair  value  of  the  property  being  used  by 
it  for  the  convenience  of  the  public.  And  in  order  to  ascertain  that  value, 
the  original  cost  of  construction,  the  amount  expended  in  permanent  im- 
provements, the  amount  and  market  value  of  its  bonds  and  stock,  the 
present  as  compared  with  the  original  cost  of  constructioo,  the  probable 
earning  capacity  of  the  property  under  particular  rates  prescribed  by  statute, 
and  the  sum  required  to  meet  operating  expenses,  are  all  matters  for  con- 
sideration, and  are  to  be  given  such  weight  as  may  be  just  and  right  in 
each  case.  We  do  not  say  that  there  may  not  be  other  matters  to  be  re- 
garded in  estimating  the  value  of  the  property.  What  the  company  is 
entitled  to  ask  is  a  fair  return  upon  the  value  of  that  which  it  einpli^ 
for  the  public  convenience." 

This  declaraficm  by  the  court  of  last  resort  in  all  rate 
cases  where  it  is  claimed  that  a  confiscatory  rate  has  been 
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mude,  lias  beou  often  (luoted  with  appi-oval,  and  lias  done 
much  to  shape  the  pra<-tiee  and  decisions  of  coiumimiions  and 
eourts  iu  rate  caseK.  It  has,  however,  iK'en  soiuetinieK 
severely  critieise*!  upon  tlie  gi-ound  that  it  merely  gives  an 
enumeration  of  things  whieli  must  he  eonsiden'd  without 
determining  their  relative  weight  in  the  dei-ision. 

We  have,  however,  seen  no  inii)rovemeut  upon  tliis  method 
suggested.  In  fixing  the  value  of  a  public  utility  prjiiei-ty, 
value  must  be  taken  to  be  either  (1)  what  the  property  will 
sell  for,  or  (2)  such  an  amount  as  it  is  just,  ils  between  the 
owners  of  the  property  and  the  public,  that  the  public  shall 
pay  the  owners  a  return  upon  for  the  use  of  the  pioperty  in 
question. 

But  if  the  price  at  which  property  may  Iw  sold  were  to  be 
IH-rmitted  to  fix  its  value,  then,  since  the  earnings  of  a  prop- 
erty ordinarily  determine  the  price  at  which  it  will  sell,  it 
would  follow  that  no  reduction  in  rates  could  l»e  made  wliich 
would  reduce  earnings  and  value  fixed  by  earnings.  Values 
would  tend  to  the  highest  amount  upon  which  rates,  at  the 
highest  point  that  could  he  profitably  charged,  would  pay  a 
return,  and  public  regulation  of  rates  would  become  con- 
stitutionally impossible. 

Fair  value  must  then  be  the  value  which,  as  Iietween  the 
public  and  the  owners,  it  is  just  should  lie  attached  to  the 
property  for  the  purpose  of  measuring  the  return  which  the 
public  shall  pay  to  the  owners. 

It  is  patent  that  no  formula  ran  1m;  made  to  determine  this 
quantity  with  mathematical  precision.  The  United  States 
Supreme  Court  has  refrained  from  attempting  the  impjissible, 
but  has  laid  down  certain  classes  of  evidence  which  must,  if 
available,  be  considere<l  in  every  case,  and  has  left  the  weight 
to  I»e  given  to  the  evidence  in  each  class  to  lie  determined  by 
the  tribunal  charged  with  the  duty  of  finding  the  value,  ac- 
c'onlinp  to  the  facts  of  each  particular  case. 

That  no  other  course  is  possible  would  seem  to  be  self- 
evident.  Take  for  example  the  weigh!  to  be  attatrhed  to  the 
original  cost  of  the  properties  in  question,  the  first  class  of 
evidence  enumerated  in  iSmt/fft  vs.  Amei*.  In  the  absence  of 
complicating  factors  the  amount  of  such  original  cost  might 
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be  permitted  absolutely  to  determine  value,  siuce  it  wuuld 
be  ordinarily  admitted  on  the  one  hand  that  the  investor  is 
entitled  to  a  full  return  upon  the  total  amount  of  his  invest- 
ment, and  on  the  other  that  if  he  receives  such  full  return 
each  year,  justice  does  not  require  tiiat  any  addition  shall 
be  made  to  the  sum  up(m  which  such  return  is  computed. 
But  while  in  one  cane  it  may  appear  just  to  allow  the  original 
cost  to  outweigh  all  otlier  evidence,  in  amtther  cane  it  may 
appear  that  the  enterprise  was  badly  cduceived,  or  badly 
manageil,  and  that  the  property  devoted  to  public  use  might 
have  been  pi-odiiceil  for  half  what  it  actually  cost  its  owners. 
In  such  case  it  may  well  Ih'  that  cost  of  reproduction  Khould, 
in  the  determination  of  value,  lie  allowed  much  more  weight 
than  original  cost.  In  anotlier  case  it  may  appear  that  while 
the  property  was  well  ccmeeived  and  well  managed,  and 
always  yielded  rates  sufflcient  to  pay  a  fair  return  u|K»n  the 
entire  orippnal  cost  and  to  provide  a  projmr  i-eserve  t()  meet 
deprei'iation,  the  owners  have  not  made  any  siich  reserve, 
but  have  withdrawn  all  the  earnings,  so  that  they  have  there- 
by reduced  the  amount  of  their  investment  in  projterty  de- 
voted to  public  use  to  60  per  cent,  of  the  original  amount. 
In  8urh  case  the  present  condition  of  the  projjerty  should  be 
allowed  to  modify  the  weight  to  he  given  to  original  cost. 
Again,  in  a  case  of  a  w'ell  conceived  and  well  managed  utility, 
it  may  take  some  years  to  build  the  business  up  to  a  point 
where  any  return  at  all  can  he  paid  to  the  owners  upon  the 
amount  of  their  original  investment.  In  the  meantime 
depreciation  may  have  occurred  because  the  plant  did  not 
earn  enough  to  permit  the  setting  aside  of  a  reasonable  re 
serve  to  meet  depreciation.  In  such  case  the  amount  of 
depreciation  which  has  occurred  may  well  be  considered  aw  a 
necessary  cost  of  establishing  the  business.  Accordingly, 
little  weipht  will  he  given  to  present  condition,  and  much 
weight  to  original  cost,  but  to  do  full  justice  to  the  owner 
the  amount  of  dividends  foregone  during  the  necessary 
jievelopment  period  must  also  be  considered. 

It  is  needless  to  multiply  examples.  It  is  clear  that  even 
such  an  important  class  of  evidence  as  original  cost  can  have 
no  fixed  and  certain  value  in  solving  the  problem  of  the 
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present  fair  value  of  a  utility  property.  The  same  is  true 
of  any  other  class.  The  weight  to  be  given  to  each  will  vary 
with  the  circumstances  in  each  case. 

All  relevant  facts  are  to  be  considered  in  fixing  fair  vahie. 
Thc)8e  specified  in  Smyth  vs.  Ames  may  in  a  given  case  he 
all  that  it  is  necessary  to  consider,  and  there  may  in  any 
case  be  many  other  facts  which  ought  fairly  to  be  taken  into 
consideration.  Counsel  for  petitioners  in  his  argument  well 
said: 

"The  qacstion  of  how  to  -  determine  the  fair  value  of  the  property  u 
not  a  question  of  law.  It  is  a  question  of  fact,  *  *■  *  There  is  no  use 
in  trying  to  get  a  definition  for  a  question  of  this  kind.  I  take  it  that 
•  *  *  there  is  no  logical  fact  pertaining  to  valuation  which  ought  to  be 
excluded  from  consideration.  It  is  the  most  open  question  that  there 
could  poiribly  be." 

It  is  fortunate  that  the  United  States  Supreme  Court  has 
recognized  the  impossibility  of  formulating  any  legal  defini- 
tion of  the  term  "value,"  and  has  refused  to  attempt  to  make 
into  a  question  of  law  what  is,  and  mast  always  be,  a  ques- 
tion of  fact 

The  classes  of  evidence  specified  in  Smyth  vs.  Ames,  if 
available,  ought  always  to  be  considered,  together  with  all 
other  evidence  having  a  logical  connection  with  the  question 
to  be  determined.  All  such  relevant  facts  should  be  settled 
with  such  accuracy  as  is  possible,  and  such  weight  should  be 
given  to  each  fact  as  is  necessary  in  order  to  arrive  at  such 
a  valuation  "as  may  be  just  and  right  in  each  case." 

The  inquiry  where  a  question  of  rates  is  involved  is  simply 
to  determine  a  "fair  retnrn"  upon  a  "fair  value."  And  we 
take  it  that  any  value  is  a  fair  value  which  fair  and  reason- 
able men  would  say  ought  to  be  attached  to  the  property, 
under  all  the  circumstances  of  the  particular  case,  for  the 
purpose  of  measuring  the  return  which  the  public  should 
pay  to  the  owner. 

As  a  general  working  principle,  original  investment,  or  in 
the  absence  of  evidence  as  to  that,  cost  of  reproduction,  which 
probably  more  accurately  than  anything  else  reflects  original 
investment,  may  be  taken  as  of  primary  importance,  but 
neither  can  be  controIliDg  as  to  the  final  coDclasion.    All  the 
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facte  uiUKt  be  L-uiiKiilei'ei]  und  given  sucli  weight  hi  each  cutte 
as  tiliall  be  fair  alike  to  the  owner  and  tlie  public. 

Tub  Question  roNsiuEBEu. 

The  contract  lietween  the  Iterlin  company  and  Uickioore 
and  Company,  wbich  we  are  nskcd  to  appi-ove,  provides  foi- 
tlie  transfer  by  said  Berlin  company  of  all  its  properties, 
rights  and  fraiieliines  for  the  price  fixed  by  said  contract  "to 
A.  H.  Hickmore  and  Company,  or  their  nominee."  It  being 
suggested  by  the  Commission  upon  the  hearing  that  it  might 
be  desirable  to  consider  the  petitions  pending  as  petitions 
for  authority  to  transfer  the  proi^rties  io  question  directly 
to  the  Twin  State  company,  it  was  statetl  by  the  petitioners 
that  it  would  meet  the  puri>08e  of  the  petitions  if  an  order 
were  made  allowing  such  transfer.  We  have,  accordingly, 
considered  at  length  in  this  report  the  (|uestion  whether  the 
Berlin  company  shall  be  authorized  to  make  the  proposed 
transfer  directly  to  the  Twin  State  company  for  the  price 
proposed  to  lie  paid  by  IJickmore  and  Compiiny.  By  re<|uest 
of  the  petitioners  the  questions  as  to  the  amount,  which,  in 
the  event  of  aoch  (nransfer,  the  Twin  State  compan;  may  pay 
said  Bickmore  and  Company  on  accimnt  of  legal  and  en- 
gineering expenses,  and  the  amount  of  any  such  payment 
which  it  may  capitalize,  are  postponed  for  future  considera- 
tion. 

At  the  outset,  however,  it  may  be  well  to  dispose  of  a 
suggestion  made  during  the  taking  of  evidence,  and  in  the 
argument,  that  if  the  Commission  should  find  that  the  trans- 
fer to  the  Twin  State  company  for  the  price  proi)08ed  to  l»e 
paid  to  the  Berlin  company  could  not  be  approved  by  reason 
of  an  excess  in  said  price  over  the  value  of  said  proi>ei'tie8 
and  the  subsequent  eifect  upon  the  capitalization  of  the  Twin 
State  company,  the  transfer  xhonld  nevertheless  be  autlioriwHl 
by  said  Berlin  company  to  said  Bickmore  and  company. 

We  have  not  found  occasion  here  io  consider  whether  in 
the  case  of  a  proposed  transfer  to  an  individual  or  to  a  part- 
nership a  different  rule  should  obtain  than  i.s  followed  in  the 
case  of  a  proposed  transfer  to  a  corporation.     While  it  is 
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true  that  ia  such  case  the  price  paid  will  not  be  immediately 
capitalized,  it  might  be  verj  probable  that  the  price  so  paid 
would  at  some  Hiibsequent  time  be  sought  to  be  treated  as 
the  basis  for  capitalization,  upon  the  transfer  to  a  corpora- 
tion, and  that,  in  any  event,  it  would  be  argued  as  evidence 
of  value  in  any  qucKtion  that  might  arise  concerning  rates. 
It  can  hardly  1*  doubted,  also,  that  the  purchase  of  a  utility 
property  at  an  extravagant  price  by  an  unincorporated  per- 
son or  firm  would  have  the  same  indirect  effect  upon  rates 
and  service  as  if  the  purchase  were  by  a  corporation  and  the 
price  capitalized,  since  it  could  but  be  expected  that  the 
purchaser  would  endeavor  to  make  a  profit  upon  the  full 
amount  paid.  In  this  case,  however,  there  is  no  evidence 
upon  which  we  can  find  that  it  would  be  for  the  public  good 
to  have  the  properties  in  question  transferred  from  a  local 
corporation  to  a  firm  (»f  bankers  located  in  New  York,  and 
we  do  not  BO  find. 

TjIB  IjOCATION  and  Hl.ST{HtY  OF  THE  ItEELIN  (^'OMl'.VNY 

Pbopebties. 

The  physical  properties  under  consideration  are  located 
principally  in  the  (^ity  of  Herliii.  No  sucli  books  of  account 
have  lieen  kept  as  to  make  it  possible  to  determine  the  actual 
cost  of  the  same,  and  such  iuforuiation  as  has  tieen  presented 
to  the  Commission  concerning  their  history  is  supplied  by 
Mr.  Orton  B.  Urown,  the  present  Treasurer  of  the  Iterlin 
company. 

From  him  it  is  learned  that  the  Berlin  company  was 
originally  organized  about  twenty  years  ago  by  a  Mr.  Furbisli 
and  associates,  and  operated  in  a  small  way  for  several  years. 
About  eight  or  ten  years  ago  the  Shelburne  Power  Company 
acquire<l  all  of  its  stock,  amounting  at  tiiat  time  to  $50,000. 
It  is  not  known  whether  this  stock  represented  an  amimnt 
equal  to  its  par  actually  paid  into  the  properties  in  cash  or 
Hot,  and  ni)  information  is  now  available  to  show  what  was 
paid  for  it.  It  was,  however,  carried  on  the  I>ooks  of  the 
Shelburne  Power  Company  at  par.  About  five  years  ago 
the  Berlin  Mills  Company  acquired  all  the  stock  of  the  Shel- 
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bume  Power  Company,  the  aaaets  of  which  included  a  lai^t 
amount  of  other  property  Iwsides  the  stock  in  (jueation.  No 
attempt  was  made  by  the  Berlin  Mills  Company  to  fix  the 
value  of  this  stock  or  the  proiwrties  repit'scnted  thei-etiy,  but 
they  asaumed  that  it  was  worth  par.  Since  that  time  no 
dividends  have  been  paid,  but  the  earnings,  so  far  as  ex- 
pended, have  been  applied  to  building  «p  the  property. 

The  financial  statement  of  the  Berlin  company  filed  with 
its  petition  shows  that  in  addition  lo  its  capital  stock  iif 
150,000  it  has  current  liabilities  to  the  amount  of  f  40,409.09, 
and  cash  on  hand  and  current  assets  amouhtiiiK  to  $67,913.22. 

Prh^k  Pkoi'dskd  to  bb  P.\1(». 

The  price  proiKtKed  to  Iw  paid  for  said  pi-oiMTties  is 
1172,000.  The  vendor  \s  to  reserve  the  cash  on  hand  and  all 
bills  and  accounts  receivable  and  to  pay  the  outstanding;  ac- 
counts, and  to  transfer  the  properties  free  and  clear  of  all 
liens,  claims  and  covenants  of  every  kind. 

Evidence  as  to  Reprodihtion  V.\r,itK  of  Beklin  ('omp.4NY 

PROI'BBTIKS. 

The  iM'titioiiers  employed  the  firm  of  Saiidersoii  and  Porter, 
engineers  of  New  York  City,  t<>  make  an  appraisal  of  said 
properties,  and  Mr,  William  fJ.  Woolfoike  of  that  firm,  who 
had  char}?e  of  the  making  of  said  appraisal,  testified  before 
the  Commission.  A  detailwl  priced  inventory  was  presented, 
and  Mr.  Woolfoike  testified  fully  as  to  the  condition  and 
value  of  the  various  units  of  physical  pn>perty.  The  values 
shown  by  said  inventory,  summarily  stated,  were  as  follows: 
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Land  and  building $4,500.00 

Electrical  equipment  $3,500.00 

Equipment  in  Burgeaa  mills  substation 580.00  4,080.00 

Distribution ; 

Pole  line  5,396.46 

Arc  lamps 2^.00 

Tranaformers 7,353.00 

Copper  wire  5,585.64 

Services 3,132.00 

Service  meters   7,582.50 

Miscellaneous 178.00 

General  equipment  5,823.00 

Storeroom  and  testing  equipment 512.00 

Miscellaneous  tools  and  equipment 249XW 

Total  $46,616.60 

The  above  aniounta,  however,  Mr.  Wnolfolke  testiJiert,  did 
not  include  certain  overhead  charges  which,  in  hie  opinion, 
were  necessary  to  be  added  to  obtain  the  fnli  Htrut-tural  voMh 
of  said  physical  properties.  To  obtain  siicli  costs,  he  testified 
that  the  followinj;  iteiiiH  should  be  added,  based  upon  said 
prii'wl  inventory  a«  indicated  in  said  items : 

PRICED  KfVENTORV  :*  $46,616.60 


Less  land 
and  supplies 

"■"— « 

.„»c„™, 

$500 
5,000 

EMS-2% 

5.500.00 

VENTORV  OMISSIOMIi.  BURIED. 

$41,116.60 
822.33 

Physical  Value 

$41,938.93 

ENGINEER  INC  A 

Preparation  plans,  specili cations  and  designs;  lettering  con- 
tracts for  machinery  and  material ;  general  supervision  of 
work  and  disbursing  funds  during  construction — not  less  than 
10%  on  total  Physical  Property 

♦No  allowance  whatever  has  been  made  in  unit  prices  for  gen- 
eral contractor's  proiii.  engineering  or  incidentals 
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1.EGAL      EXPENSES      DUKINC 


Coattngencies,  breakage,  waste,  temporary  work,  unforeseen 
difficulties,  accidents,  testing  and  starting  up,  fire  and  liabiUty 
insurance,  legal  services  account  of  construction,  delays  and 
loss  from  bad  weather,  for  all  of  which  no  allowance  has 
been  made  and  the  cost  of  which  must  be  borne  by  the  com- 
pany—10% 


150^32671 

soaoo 


Total  (exclusive  of  company's  administration  expenses 
during  construction) 

IirrEBEST  DUIING  CONSTBUCTION  : 

Interest  upon  all  moneys  required  for  the  construction  and 
equipment  of  the  property  from  the  time  of  acquisition  of 
such  moneys  until  the  construction  is  ready  for  use;  except- 
ing operating  supplies  which  it  is  assumed  will  be  bought 
by  the  company  when  plant  is  completed.  The  period  of 
construction  is  estimated  at  12  months  and  interest  is  cal- 
culated for  half  that  period,  at  6%  per  annum — total  3% — 
exclusive  of  land,  on  which  interest  is  allowed  for  full 
period 

SUPPLIES  OH   BAND 

ADHitnsTKATiON  expenses: 

Of  company  during  construction  period,  for  part  of  time  and 
expenses  of  executives,  clerical  and  office  forc^  at  $200  per 
month   for  12  months 


Stouctubai,  Cost 


$59,7(56.51 


Tbe  structural  cost,  the  witnpsn  testifiwl  represented 
merely  the  coat  of  tlie  physical  properticH  projwsed  to  he 
transferred.  To  obtain  the  full  value  of  said  propertii's  at 
the  present  time  lie  testified  tliat  the  following;  iteni  Khmild 
he  added : 


DEVELOPMENT 


AND  GOING  CONCERN  COSTS  : 


Preliminary  organization,  legal  and  financial;  charter  and 
franchise  costs  and  fees,  including  permits  and  consents, 
and  preliminary  engineering  and  financial  reports ;  "Going 
Concern  Costs,"  represented  by  the  investment  made  in 
developing  the  'business,  in  advertising,  soliciting,  furnishing 
temporary  equipment    free   or    below   cost   to   secure   cus- 
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toroers,  organizing  operating  forces  and  other  necessary 
costs  which  must  be  met  up  to  the  time  of  pladag  the 
business  on  a  self-supporting  basis  when  the  revenue  from 
operation  equals  operating  expenses  and  fixed  charges. 
This  cost,  exclusive  dE  working  capital  and  without  making 
undue  allowance  for  the  amount  of  the  unpaid  dividends 
or  other  local  conditions,  is  estimated  to  amount  to  one-third 
of  the  Structural  Cost  or  not  less  than  19,000.00 


$78,76&51 


From  this  total  sum,  however,  he  deducted  the  amount 
estimated  by  him  as  necessary  to  be  expended  to  put  the  prop- 
erties in  100  per  cent,  operating  condition,  which  he  termed  a 
deduction   for  deferred  mabtenance  2,500.00 


Maldng  the  total  present  value  of  the  properties  of  the  Berlin 

s  testified  to  by  Mr.  Woolfolke  $7^266.51 


The  Commission  employed  to  value  said  properties  JleKSFs. 
Sloan,  Huddle  and  Company  of  Madison,  Wisconsin,  eiifri- 
neers  wbo  have  had  extensive  experience  in  the  valuation  of 
utility  properties  as  members  of  the  staff  of  the  Wisconsin 
Railroad  Commission,  and  for  other  commissions  ami  utility 
owners.  Mr.  William  J.  Huddle  of  tliat  firm,  who  liad  oliar^e 
of  said  valuation,  testified  as  to  the  present  condition  of  the 
various  items  of  physical  property  and  as  to  the  costs  of 
reproducing  the  same,  and  the  present  value  of  each  item 
after  deducting  the  amount  of  snoh  depreciation  as  was 
shown  upon  inspection  to  have  occurred.  As  a  part  of  his 
estimate  of  the  cost  of  reproduction  lie  addeil  to  tlie  total 
cost  of  the  various  nnits  for  overhead  costs,  so-called,  15  per 
cent,  of  said  total.  The  principal  items  going  to  make  up 
said  15  per  cent.,  he  stated,  were  allowances  for  engineering 
and  supervisitm  during  construction,  interest  during  con- 
struction, or^ranization,  legal  expenses,  contingencies,  omis- 
sions and  insurance.  A  detailed  priced  inventory  was 
presented  and,  summarily  stated,  the  values  of  the  pliysical 
properties  in  question  as  shown  by  said  inventory  were  as 
follows : 
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COST  or 

COST    [^SS 

REntODOCTION 

DEPKECIATIOH 

Land  and  buildings 

$  5,557 

$  5,151 

Electric  equipment,   (Berlin  Mills) 

3.000 

750 

500 

428 

Pole  line 

5.112 

4.3SS 

Arc  lamps 

2.22S 

1.624 

Transformers 

6,001 

5.«9 

Wire 

6.109 

5.441 

Services 

3.132 

2,286 

Meters 

9,754 

8.159 

Uiscellaaeous 

88 

72 

823 

658 

Store  room  and  testing  equipment 

512 

390 

Tools  and  miscellaneous 

249 

149 

TOTAL 

142,882 

534,512 

Add  15% 

6,432 

5.177 

Stores 

5,000 

5.000 

Total 


$54,314 


144.689 


The  question  as  to  what,  if  any,  f;"'"S  vulue  slioultl  be 
alloweil,  and  how  it  should  he  considered,  is  au  economic  ur 
legal  question  and  not  an  engineering  ()ue8tion  at  all.  It  will 
hereafter  be  considered  at  some  length.  Hnt,  assuming  that 
allowauce  should  be  made  for  going  value  in  this  case  and 
added  to  the  value  of  the  physical  properties,  it  will  im- 
mediately be  perceivetl,  that  the  testimony  of  the  petitioners' 
own  engineers  affords  no  basis  for  a  Unding  of  value  which 
even  approaches  the  price  propiJsed  to  lie  jmid  for  the  proper- 
ties of  tlie  Berlin  company.  Ordinarily  tiiis  would  lead  to  a 
denial  of  the  petition.  Hut  it  is  ai-gtied  that,  inasmuch  as  the 
purpose  of  the  Twin  State  company  is  to  purchase  the  prop- 
erties of  the  Berlin  company  and  of  tlie  (Cascade  company 
for  the  purpose  of  consolidating  tlie  two,  the  value  of  both 
properties  should  he  considered,  and  that  the  petition  should 
be  granted  if  the  total  amount  proposed  to  be  paid  for  the 
two  properties  does  not  exceed  the  total  value  of  the  two 
properties.  We  have  not  been  entirely  without  doubt  upon 
this  proposition,  but  upon  full  consideration  we  have  come 
to  the  conclusion  that  such  a  course  is  just  in  this  case. 
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It  appears  from  testimony  before  us  that  the  Berlin  com- 
pany occupies  in  competition  with  the  Cascade  company  the 
heart  of  the  City  of  Berlin,  and,  perhaps  by  reason  of  having 
been  earlier  in  the  field,  or  perhaps  by  reason  of  being  closely 
allied  with  the  dominating  business  interests  of  that  city, 
controls  the  municipal  business  and  the  most  lucrative  por- 
tion of  the  commercial  business.  Id  this  fact  may  be  found 
the  explanation  of  the  offer  of  the  Cascade  company  to  sell 
its  properties  for  the  price  fixed  by  the  contract,  as  well  as 
the  explanation  of  the  anxiety  of  the  Twin  State  company 
to  secure  the  Berlin  company  properties.  The  operation  of 
the  Berlin  company  takes  business  away  from  the  Cascade 
company,  which,  if  it  could  be  added  to  the  Cascade  business, 
might  be  expected  to  yield  a  profit  considerably  in  excess  of 
the  amount  requisite  to  pay  a  return  upon  the  bare  value 
ot  the  Berlin  properties.  Inasmuch  then  as  the  existence  of 
the  Berlin  company  has  in  all  probability  had  the  effect  to 
reduce,  to  some  extent,  the  amount  necessary  to  be  paid  for 
the  Cascade  properties,  the  amount  for  which  those  properties 
are  purchased  below  value  may,  it  seems  to  us,  properly  be 
added  to  the  value  of  the  Berlin  company  properties,  if  need 
be,  in  fixing  a  transfer  price  in  this  case.  If  no  more  than 
that  amount  is  added,  the  resulting  capitalization  of  the 
combined  properties  will  not  be  inflated,  but  will  be  a  fair 
capitalization,  reflecting  the  value  of  the  two  properties 
which  are  henceforth  to  be  operated  as  one. 

This  conclusion  mates  necessary  a  careful  consideration 
of  all  the  evidence  affecting  both  properties  for  the  purpose 
of  determining  their  combined  fair  value.  We  accordingly 
consider,  first,  the  properties  of  the  Berlin  company,  and 
then  the  properties  of  the  Cascade  company. 

It  will  be  noticed  that  the  results  of  the  valuations  of  the 
two  firms  of  engineers  differ  widely.  While  an  analysis  of 
the  two  valuations  will  show  that  the  widest  variations  oc- 
cnr  with  regard  to  items  which  do  not  have  to  do  with  the 
cost  of  the  reproduction  of  specific  physical  properties,  but 
rather  with  regard  to  "overhead  charges,"  so-called,  yet  as 
to  the  reproduction  value  of  physical  properties,  and  the 
amount  hy  which  such  values  have  been  reduced  by  age  and 
ase,  substantial  differences  do  appear. 
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In  this  case,  as  generally,  it  may  be  aifsunied  that  the  engi- 
neers of  parties  and  the  engineers  of  the  ('ommission  are 
equally  honest  and  intelligent.  Yet  the  positiiinH  of  the  two 
are  widely  different.  Engineers  are  employed  liy  the  peti- 
tioners to  snpport,  if  may  be,  a  value  daiiued  by  the  peti- 
tioners before  this  ('ouimission.  It  is  unavoidable  that  they 
should  approach  their  employment  anxious  to  maintain,  so 
far  as  they  can  in  good  conscience,  the  contentions  of  their 
employers.  Something  of  the  spirit  of  the  advocate  is  certain 
to  esist.  On  the  other  hand,  the  CommiKsion  employs  engi- 
neers not  for  the  purpose  of  proving  or  disproving  any  given 
value,  but  for  the  sole  purpose  of  securing  such  information 
as  win  enable  it  to  act  justly  toward  the  petitioners  and  the 
public.  It  aims  to  exercise  care  to  secure  engineers  whose 
experience  and  reputation  are  such  as  to  inspire  confidence 
(HI  the  part  of  everybody  that  the  valuation  work  of  the  Com- 
mission will  be  done  fairly  and  without  partisan  bias.  The 
engineers  are  instructed  to  do  their  work  thoroughly  and 
carefully,  and  with  entire  disregard  as  to  whether  they  reach 
a  result  which  agrees  with  or  differs  from  the  result  of  other 
engineers  who  may  be  employed  by  parties  in  the  case.  They 
are  told  that  what  the  Commission  wants  is  the  facts  as 
accurately  reported  as  it  is  humanly  possibly  to  report  them. 
Upon  completion  of  their  work  they  are  required  to  submit 
themselves  for  cross-examination,  and  they  are  ordinarily, 
as  was  the  case  in  this  proceeding,  thoroughly  cross-examined. 
Such  examination  is  helpful  and  may  disclose  matters  con- 
cerning which  they  have  fallen  into  error.  When  there  ap- 
pears to  be  reason  for  departing  from  any  conclusion  to 
which  they  have  testified  we  shall  do  so.  Rut  in  many  in- 
stances where  there  is  a  conflict  of  testimony  between  them 
and  engineers  for  parties,  unaccounted  for  except  by  differ- 
ence in  judgment,  we  shall  accept  their  conclusion,  because 
under  all  the  circumstances  their  testimony  is  the  more  con- 
vincing to  our  minds. 

The  difference  in  the  testimony  of  the  engineers  as  to  the 
present  value  of  the  physical  properties  appraised  by  them 
is,  however,  due  more  largely  to  the  different  methods  which 
they  followed  in  making  their  appraisal,  and  to  different 


.,Ci>oj^[c 


Sale  of  Bshlin  Electric  Ijgut  Co.  805 

arbitrary  additions  made  f<ir  so-called  overhead  costs,  tiiaii 
to  a  difference  in  their  estimate  of  tlie  cost  of  specitit 
structures,  apparatus  and  equipment,  or  to  a  difference  in 
judgment  of  the  present  age  and  condition  of  the  same. 

Sanderson  and  Porter  have  added  to  the  amount  of  thei'- 
priced  inventory,  less  land  and  supplies,  2  per  cent,  for  in- 
ventory omissions,  and  to  the  result  thus  ohtained,  20  per 
cent  for  engineering,  supervision,  contractor's  profit,  con- 
tingencies, incidentals,  etc.  To  the  result  thus  obtained  plus 
land  they  have  added  3  per  cent,  for  interest  during  construc- 
tion and  an  arbitrary  allowance  of  >2,400,  almost  5  per  cent, 
for  administration  expenses,  making  a  total  of  appr<iximately 
30  per  cent  for  overhead.  The  result  is,  in  fact,  an  addition 
of  more  than  30  per  cent,  since  interest  during  construction 
is  figured  upon  the  addition  for  other  items  of  overhead,  as 
well  as  upon  the  inventory  cost  of  specific  units.  This  is 
theoretically  correct,  but  if  a  sufficient  percentage  is  added 
to  the  cost,  aside  from  overhead,  of  physical  units,  interest 
during  construction  may  as  well  he  included  in  such  addition 
as  figured  upon  the  basis  of  that  cost  plus  all  the  overhead 
except  interest.  Exactitude  to  a  dollar  in  any  matter  of  tliis 
kind  is  impossible,  and  we  think  that  whether  an  engineer 
figures  upon  one  basis  or  another  is  not  important,  provided 
he  has  sufficient  experience  and  judgment  to  enable  him  to 
adopt  a  proper  percentage  to  bring  about  a  correct  result  by 
the  method  which  he  does  follow. 

Sloan,  Huddle  and  Company  allow  15  per  cent.,  which 
Mr.  Huddle  testified  in  his  opinion  was  sufficient  to  cover 
all  items  of  overhead  costs.  This  matter  of  overhead  will  be 
considered  later.  It  is  mentioned  here  because,  to  a  consider- 
able to  extent,  it  accounts  for  the  difference  in  total  value  of 
physical  properties  reached  by  the  two  firms  of  engineers. 

For  the  same  reason,  at  the  outset  should  be  pointed  out 
the  fact  that  Sanderson  and  Porter  in  their  valuation  have 
taken  no  account  of  depreciation,  but  have  attached  to  physi- 
cal properties  as  their  present  value  the  full  estimated  cost 
of  reprodncing  the  same  to-day,  less  only  such  an  amount 
as  they  judge  necessary  to  be  expended  to  put  the  same  for 
the  present  into  first  class  operating  condition,   whereas 
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Sloan,  Huddle  and  Company  have  attached  to  physical  prop- 
erties as  their  present  value  a  valne  baaed  apon  the  eatimated 
period  of  their  remaining  useful  life.  This  depreciation  has 
been  figured  upon  a  4  per  cent,  sinking  fund  curve,  after 
making  due  allowance  for  scrap  value,  if  any. 

During  the  course  of  the  hearing,  Sanderson  and  Porter 
prepared  and  submitted  an  exhibit  showing  the  present  value 
of  the  physical  properties  in  question,  allowing  for  deprecia- 
tion according  to  the  method  understood  by  them  to  be  fol- 
lowed by  the  Wisconsin  Commission.  In  the  preparation 
of  this  exhibit  they  used  the  so-called  Wisconsin  table  to  de- 
termine the  number  of  years  of  service  life  to  assign  to  each 
unit  of  physical  property  new,  but  determined  the  present 
age  by  inspection  and  by  sach  company  records  as  were  avail- 
able. 

This  exhibit  was  not  presented  as  indicating  the  judg- 
ment of  Sanderson  and  Porter  as  to  the  depreciation  whicli 
had  accrued,  but  only  as  the  result  which  would  be  obtainc<l 
by  applying  a  certain  method  of  figuring  depreciation  to 
property  of  the  age  which  they  judged  the  properties  in 
question  to  be. 

In  the  preparation  of  such  exhibit,  however,  they  omittc ' 
to  flgnre  depreciation  upon  that  portion  of  the  value  of  struc- 
tures, machinery  and  apparatus  which  was  represented  by 
the  items  which  they  had  testified  should  be  added  for  over- 
head ezpeDsea. 

So  far  as  items  for  overhead  cost  are  allowable  at  all,  they 
are  allowable  as  a  part  of  the  cost  of  producing  physical 
properties  ready  for  use.  Reproduction  would  entail  the 
same  expenditures  again.  That  they  should  be  subject  to 
depreciation  does  not  seem  to  require  argument 

Starting  with  the  amount  of  their  priced  inventory,  $46,- 
616.60,  Sanderson  and  Porter  figured  a  depreciation  of  $f*,- 
427.68,  or  18.08  per  cent.,  making  the  present  value  of  said 
properties  J38,188.92.  If  the  same  percentage  of  deprecia- 
tion had  been  figured  upon  159,766.51,  Sanderson  and  Por- 
ter's full  structural  cost,  including  allowance  for  overhead, 
as  was  done  by  Sloan,  Huddle  and  Company,  the  deprecia- 
tion would  have  been  $10,805.79,  and  the  present  value  $48,- 
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960.72.  The  reprodnction  value  shown  by  the  appraisal  of 
Bloan,  Huddle  and  Company,  as  we  have  seen,  was  |54,314, 
and  the  value  less  depreciation  $44,689,  making  a  deprecia- 
tion of  17,7  per  cent.,  or  a  slightly  less  percentage  of  depre- 
ciation than  that  indicated  by  the  exhibit  prepared  by  San- 
derson and  Porter.  The  remarkable  closeness  of  the  two  per- 
centages, however,  indicates  that  no  injustice  was  done  to 
the  petitioners  by  Sloan,  Hnddle  and  Company  in  their  esti- 
mate of  the  present  age  and  condition  of  physical  properties. 

The  Pbopbe  Treatment  of  Depreciation  in  Valuation 
Cabbs. 

Before  attempting  to  attach  values  to  the  properties  in 
question  we  must  determine  what  we  will  do  with  reference 
to  depreciation.  It  is  not  denied  that  depreciation  has  oc- 
curred, but  it  is  contended  that  it  should  be  disregarded 
in  determining  the  value  of  the  property  of  any  public  util- 
ity, or  rather  that  only  such  an  amount  should  be  deducted 
from  the  cost  new  of  such  properties  as  is  necessary  to  put 
the  same  for  the  present  in  first  class  operating  condition. 

The  question,  then,  is,  does  depreciation  decrease  value.  Its 
statement  would  seem  to  imply  its  own  answer.  Gut  it  is 
argued  that  it  is  impossible  to  keep,  and  would  not  be  good 
management  to  attempt  tu  keep,  plants  in  an  undepreciated 
condition;  tliat  so  long  as  they  are  kept  in  first  class  oper- 
ating condition  they  are  as  useful  to  the  public  as  new  plants; 
and  that  they  ought,  therefore,  to  be  considered  of  the  same 
value;  that  inasmuch  as  the  full  first  value  must  be  invested, 
the  depreciation,  so  long  as  it  has  not  reached  the  point  re- 
quiring repairs,  should  be  considered  a  necessary  expendi- 
ture incident  to  the  establishment  of  the  business,  and  should 
he  regarded  as  an  investment. 

This  argument,  as  one  of  general  application,  does  not  im- 
press us.  Depreciation  ordinarily  is  an  expense,  not  of  estab- 
lishing, but  of  continuing  the  business.  It  should  be  taken 
care  of  by  such  reservation  out  of  earnings  as  will  permit 
the  repair  or  replacement  of  depreciated  units  when  neces- 
sary.    In  determining  the  rates  to  he  collected  allowance 
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must  always  be  made  for  depreciation  as  well  ae  for  return 
upuu  investment,  since  depreciation  is  as  certain  to  occui- 
as  an;  other  operating  expense. 

To  allow  the  utility  to  pay  out  in  dividends  the  full  net 
earnings,  making  no  reservation  for  depreciation,  and  to  con- 
tinue to  earn  a  rate  based  upon  the  first  cost  of  the  property 
involved,  would  be  like  allowing  interest  upon  the  amount 
of  one's  original  investment  in  a  bank  regardless  of  with- 
drawals 

The  reservation  of  a  depreciation  fund  does  not  ordinarily 
require  the  withdrawal  of  any  funds  from  actual  investment 
in  utility  property.  Our  statute  provides  thqt  such  fund 
"may  be  expended  in  new  construction,  extensions  or  addi- 
tions to  the  property."  In  fact  that  is  just  what  has  been 
done  here  in  the  case  both  of  the  Berlin  and  the  Cascade 
properties,  during  the  last  few  years  at  least. 

The  new  construction  in  recent  years  represents  in  part 
that  portion  of  the  revenue  which  under  a  proper  system  of 
accounting  would  have  been  set  aside  for  depreciation,  and 
in  part  it  represents  a  reinvestment  of  net  earnings  above 
a  proper  reserve  for  depreciation.  To  add  to  the  value  of 
the  plant  all  the  additions  which  have  been  made,  as  we  are 
asked  to  do,  and  to  make  no  deduction  for  the  depreciation 
of  the  plant  incurred  while  those  additions  were  making, 
would  be  a  palpable  injustice  to  the  public. 

We  do  not  hold  that  the  full  amount  of  depreciation  sliould 
in  eveiy  case  Ite  deducted  from  the  cost  of  reproduction. 
It  is  merely  one  of  the  facts  to  be  considered  in  making  a 
finding  of  fair  value.  It  stands  in  the  same  category  as 
original  cost  of  physical  properties,  other  necessary  early 
expenditures,  present  reprcxluctioD  cost  of  physical  proper- 
ties, and  otiier  facts  concerning  which  inquiry  is  made,  all 
of  whicli  siiould  be  determined  as  accurately  as  possible,  but 
none  of  which  have  a  uniform  fixed  value  in  each  rase.  There 
may  be  cases  where  plants  well  conceived  and  well  managed 
have  suffered  depreciation  which  in  fact  represents  a  part 
of  the  cost  of  developing  the  business  to  a  point  where  a 
fair  return  can  be  secure<l.  In  other  cases,  as,  for  example, 
where  aderiuate  retuma  have  been  received  to  afford  a  fair 
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return  and  to  maiDtain  a  depreciation  reserve,  but  have  been 
entirely  paid  out  in  dividends,  the  entire  amount  may  prop- 
erly be  deducted  from  present  coat  of  reproduction  in  com- 
ing to  the  final  conclusion  as  to  fair  value.  Between  these 
two  extremes  the  proper  course  will  vary  according  to  the 
circumstances  in  each  case.  But  in  every  case  it  is  desirable 
to  determine,  for  the  purpose  of  consideration,  the  full  de- 
preciation as  accurately  as  possible. 

CONSIDBEATION   OP   OeET.MN    ItBMS  OP   BERLIN   COMPANY 

Peofhbty. 

Both  firms  of  engineers  have  classified  the  properties  in 
the  same  manner,  and  we  will  follow  their  classification  in 
making  such  comment  as  we, desire  to  make.  When  no  com- 
ment is  made,  we  accept  the  valuation  of  Sloan,  Huddle  and 
Company  as  indicating  more  nearly  than  any  other  evidence 
before  us  the  original  costs  and  present  values. 

LAND  AND  BUILDING. 

The  building  here  in  question  is  a  brick  structure  on  School 
Street  in  Berlin,  formerly  used  as  a  steam  power  station. 
It  is  not  now  in  use.  Sanderson  and  Porter  have  valued  the 
land  and  building  together  at  f4,500.  Sloan,  Huddle  and 
Company  have  valued  the  land  at  fl,500,  and  the  building 
in  present  condition  at  f3,651,  making  a  total  present  value 
of  |5,151.  Mr.  Huddle  testified,  however,  that  this  value 
was  based  entirely  upon  the  estimated  original  cost,  f4,05T, 
it  being  his  opinion  that  the  structure  liad  depreciated  10 
per  cent. 

The  cost  of  reproducing  a  property  does  not  absolutely 
determine  its  value.  It  is  merely  one  of  the  elements  to  be 
considered.  When  property  is  in  use  as  a  component  part 
of  the  plant  and  works  of  a  public  utility,  so  that  if  destroyed 
it  would  require  to  be  replaced,  the  cost  to  reproduce,  less 
any  depreciation  which  has  occurred,  is  very  strong  evi- 
dence of  value,  and  is  given  great  weight.  But  where  prop- 
erty has  ceased  to  be  useful  to  the  utility  in  its  business, 
and,  as  in  this  case,  is  held  subject  to  sale,  the  cost  of  re- 
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production  maj  be  of  little  aid  in  determining  ite  value.  Its 
arailabilit^  for  other  nses  ordinarily  determines  its  ezdumge 
value  or  market  value. 

It  is  yeara  since  this  building  was  in  use.  If  it  could  be 
sold  Cor  anything  approaching  the  investment  which  it  repre- 
sents, it  is  a  fair  assumption  that  it  would  have  been  sold 
before  this  time.  It  is  not  a  building  of  such  design,  or  so 
located,  as  to  be  readily  available  for  business  uses.  For 
these  reasons  we  do  not  think  that  the  valuation  of  either 
firm  of  engineers  indicates  the  present  market  value  of  this 
property.  Upon  coming  to  our  final  conclusion  in  this  case 
we  must  give  due  weight  to  these  facts.  Bat  there  is  no 
occasion  to  disturb  the  tabulation  which  has  been  made  by 
Sloan,  Huddle  and  Company  to  show  present  cost  of  repro- 
duction and  such  cost  less  accrued  depreciation  with  regard 
to  this  item.  It  is  desirable  to  liave  those  facts  accurately 
before  us,  though  the  weight  given  to  them  will  be  modified 
by  the  fact  that  the  property  is  not  useful  nor  readily  salable. 

DISTBIBUTION  SXSTEM. 

Sloan,  Huddle  and  Company  figured  the  value  of  copper 
wire  at  the  average  price  for  tlie  last  five  years,  making  a 
price  per  pound  of  15.5  cents,  whUe  Sanderson  and  Porter 
figured  upon  the  basis  of  the  present  i)rice  per  pound,  which 
is  19  ceiits.  This  makes  a  substantial  difference  in  the  item 
allowed  fur  copper  wire.  It  should  be  remembered,  however, 
that  present  prices  were  not  paid  in  tlie  construction  of  tliese 
properties.  The  original  cost  of  construction  and  tbe  pres- 
ent cost  of  reproduction  are  both  elements  to  be  considered 
in  determining  fair  value.  Tlie  avwage  price  for  five  years 
is  more  likely  t4>  indicate  ttie  original  cost  than  the  present 
price. 

We  believe  that  stability  of  investment  is  quite  as  essen- 
tial to  invest«r8  in  public  utilities  as  fair  value  is  to  the  pub- 
lic at  large,  and  that  in  transfer  oases  and  rates  cases  it  is 
in  tbe  interest  of  both  tlie  investors  and  tbe  public  not  to 
attach  such  weight  to  the  single  element  of  cost  of  reproduc- 
tion as  to  allow  the  temporary  fiuctuations  in  prices  of  ma- 
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terial  unduly  to  affect  the  value  of  permanent  planta.  It 
would  Beem  to  be  fair,  and  consistent  with  a  sound  policy,  to 
attach  more  weight  to  average  prices  of  materials  over  a  con- 
sideraMe  term  than  to  prices  upon  any  single  particular 
date.  Five  years  would  seem  to  be  a  reasonable  term.  We 
Bhall,  accordingly,  not  change  this  item  in  the  tabulation  of 
Sloan,  Huddle  and  Company,  but  we  shall  consider  and  give 
due  weight  to  the  evidence  as  to  the  present  cost  of  copper 
wire  in  malting  our  final  conclusion  as  to  fair  value. 

OBNEEAL  BQUIPMBNT. 

The  great  discrepancy  between  the  valuation  of  Sanderson 
and  Porter  on  this  item  and  that  of  Sloan,  Huddle  and  Com- 
pany is  explained  by  the  inclusion  by  the  first  firm  of  an 
item  of  $5,000  for  stores  which  is  separately  set  up  by  Sloan, 
Huddle  and  Company. 

OVERHEAD  AlAMWANV-^. 

The  amount  which  should  be  allowed  fur  overhead  is  dif- 
ficult of  determination.  The  two  firms  of  engineers  have 
made  their  additions  by  different  methods,  Sanderson  and 
Porter  allowing  approximately  30  per  cent,  and  Sloan,  Hud- 
dle and  Company  If)  per  cent 

The  only  element  of  cost  included  l)y  Sanderson  and  Por- 
ter which  Mr.  Huddle  testified  that  his  firm  made  no  allow- 
ance for,  was  general  contractor's  profit.  That  a  contractor's 
profit  may  properly  be  allowed  in  those  cases  where  valua- 
tion is  made  of  a  utility  plant  of  such  a  nature  that  it  was 
constructed  under  contract,  so  that  such  profit  was  actually 
paid,  may  be  conceded,  but  we  do  not  feel  that  an  entirely 
theoretical  cost  should  be  allowed  in  computing  the  value  of 
any  utility  property.  The  aim  should  be  to  fix  a  fair  value, 
and  we  believe  that  actual  coats,  where  obtainable,  consti- 
tute evidence  which  should  be  given  very  great  weight  in 
the  fixing  of  such  value.  In  fixing  their  unit  prices  in  this 
case  Sloan,  Huddle  and  Company  included  a  c<mtractor's 
profit  upon  those  portions  of  the  property  which  would  or- 
dinarily be  constructed  under  contract. 
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In  this  case  it  is  not  su^ested  that  anj  geueral  coiitia':- 
tor's  profit  was  in  fact  eyer  paid,  and  it  is  not  iielievtHi  tliat 
in  the  constrnction  of  plants  of  this  class  in  New  Hampsliii-e 
snch  cost  ordinarily  is  incnrred. 

Cases  decided  by  other  commissions  where  allowances 
for  overhead  in  excess  of  15  per  cent,  were  made  have  been 
cited  to  us.  Most  of  these  cases  were  cases  where  properties 
very  dissimilar  to  those  here  under  consideration  were  in- 
volved. The  Wisconsin  Railroad  Commission  was  referred 
to  by  counsel  in  argument  as  more  liberal  and  just  than  any 
other  commission  in  the  country  in  its  treatment  of  utilities. 
That  commission  has  certainly  been  composed  of  men  of 
large  attainments  and  ability,  who  have  enjoyed  the  constant 
assistance  of  a  large  corps  of  trained  engineers  who  have 
made  a  most  careful  study  of  constrnction  costs  in  a  great 
number  of  important  rate  cases,  as  well  as  in  a  general  val- 
uation of  all  the  utilities  of  Wisconsin.  It  is  of  interest,  ac- 
cordingly, to  note  that  the  allowance  by  that  commission  for 
overhead  costs  appears  to  vary  from  10  to  12  per  cent.,  or- 
dinarily being  fixed  at  the  latter  figure.  In  no  recorded 
case  which  has  come  to  our  attention  has  a  greater  allowance 
been  made.  See  Hill,  et  al,  vs.  Antigo  Water  Co.,  3  W.  B.  0. 
E.  684,  State  Journal  Printing  Co.,  et  al.,  vs.  Madison  Qa» 
and  Electric  Co.,  4  W.  B.  C.  B.  540,  In  re  Appleton  Water 
Works  Co..  6  W.  B.  C.  R.  106.  City  of  Racine  vs.  Raoine  Oas 
lAght  Co.,  6  W.  B.  C.  B.  233,  and  In  re  La  Crosse  Gas  and 
Electric  Co.,  8  W.  B.  C.  R.,  138.  We  accept  the  allowance 
of  15  per  cent,  for  overhead  costs  made  by  Sloan,  Huddle 
and  Company,  as  representing  certainly  not  less  than  thf 
full  amount  of  overhead  costs  which  ought  properly  to  be  al- 
lowed for  all  purposes  in  the  cases  of  the  Berlin  and  Cas- 
cade companies.  The  same  percentage  may  not  be  allowed 
in  other  cases,  or  may  not  i>e  computed  upon  the  same  classes 
of  property.  We  simply  find  as  a  fact  that  in  this  case  it 
is  at  least  sufficient,  and  accordingly  allow  it  to  stand  for  the 
purpose  of  consideration  in  making  our  final  conclusion. 
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Annual  Husiness  op  Beblin  Company. 

The  returns  made  by  the  Berlin  company  to  this  Commis- 
sion for  the  year  ending  June  30,  1912,  show  that  its  total 
operating  revenue  for  that  year  was  |28,482,27 ;  the  total  oper- 
ating expense,  |22,456.59;  taxes,  f 697.51;  uncollectible  bills, 
f492.47;  non-operating  revenoea,  f55.06;  non-operating  ex- 
penses, including  legal  expense,  f215.05;  making  a  net  in- 
come of  14,675.70.  The  total  number  of  consumers  is  also 
shown  to  be  690.  The- report  for  the  year  ending  June  30, 
1913,  has  not  yet  been  made. 

Going  Concern. 

The  claim  for  an  allowance  of  going  concern  value  will 
be  later  discussed. 

Evidence  as  to  Rbpeoduction  Value  op  Cascade  Light  and 
PowKK  Company  Peopebty. 

A  fiommary  statement  of  the  values  attached  to  the  prop- 
erties of  the  Cascade  company  by  Sanderson  and  Porter  is 


Generating  Plant— Hydraulic : 

27,565.00 

Dam 

24,000.00 

Head  woriu 

18,8ff.0O 

12,525.00 

Turbinei  and  water  wheek 

23.375.00 

Electrical  equipment 

2345a00 

i;mosxi 

Power  plant  to  Berlin  lubstation: 

Pole  line 

$3,654.70 

Wire 

9,352.00 

13,006.70 

Berlin  nibatation  to  Burgess  Mills: 

Pole  line 

f  2oaoo 

Wire 

1,I2&00 

1,326,00 
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Berlin  to  MiUn: 

Pole  line  $2^25.10 

Wire  912JO0 

Transformers  1,452.00 

Services  260.00 

M  iscellaneous  31 .00 

Substation— Gorbam  Road  %  585.00 

Sub^t&tion  equipment — Gorham  Road. 

Substation  equipment — Berlin  substation                     4,667.00 
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—Burgess  Mills  substation 

4^JKI 

Distribution  Syrtem: 

Berlin  a^: 

Pole  line 

n730iB 

Transformers 

6^e&j]0 

Scrvice« 

Wire 

5,I2&«) 

Meters 

6^703.00 

24.861.45 

Gorham   Village: 

Pole  line 

$i;>S6.40 

Wire 

1,867 JO 

Services 

77*J0a 

Meters 

i,8oejo 

Transformers 

1,356.00 

Lamps 

75aoo 

8,520.40 

Milan  ViUaee: 

Pole  line 

¥  506.60 

Services 

ziaoo 

Transformers 

431.00 

Wire 

316:00 

Meters 

359.50 

1.825.10 

AmdUary  Steam  Plant: 

Buildines 

$4,095.00 

BcHlers 

S,2SOO0 

Superseded  equipment 

500.00 

Auxiliary  plant 

I  Cascade  mill 

2.000.00 

11,84500 

General  Equipment: 

Storeroom 

$3,884.19 

Office   furniture  and  fixtures 

1.225.00 

Meters 

185.00 

Tools  and  miscellaneous 

isaoo 

5.44419 

tZZl.S2&3Z 
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To  the  above  amounts,  however,  were  added  the  same  items 
for  overhead  allowauce  as  in  the  case  of  the  Berlin  company 
properties,  as  follows: 

PRICED  inventory:  $221,528.32 

Less  land  $7^3038 

and  supplies  3,884.19  11,414^7 


$21(^11375 
ikventoby  ouissions,  bvmed,  submerged  08  concealed  rieus,  2%        4,202.28 
Phvsicai.  Value  $214,316.03 

engineering  and  supervision  and  contractor's  profit: 

109fc  of  total  Physical  Property  21,431.60 


10%  of  total  Physical  Property  21,43lJ50 


1257,179.23 
7,530.38 


Total:   (exclusive  of  company's  administration  expenses 
during  construction.)  $264,709.61 


IKTBXESi: 


During  a  construction  period  estimated  at  18  months  at  6% 
per  annum — total  4.5% — exclusive  of  land  on  which  in- 
terest is  allowed   for  full  period  12^50iQ 

SUPPLIES  ON    HAND  ^884.19 

ADMINISTRATION    EXPENSES: 

Of  company  during  construction  period,  for  part  of  time, 
and  expense  of  executives,  clerical  and  office  force,  at 
$250  per  month  for  18  months  4,500.00 

Stkoctuhai,  Cost  $285,344.60 

There  was  also  added  for  "Development  Expenses  and  Going 
Concern  Costs"  to  cover  the  same  expenditures  enumerated  in 
the  same  item  in  the  case  of  the  Berlin  company  properties  93,000.00 


And  there  was  deducted  from  this  total  sum  for  "Deferred 
Maintenance"'  explained  as  the  same  item  was  explained  in  the 
Berlin  case,  10,000.00 

$368,344.60 
There  was  added  for  value  of  water  power  rights  162,960.00 


Ualdng  a  total  value,  according  to  the  appraisal  of  Sanderson 

and  Porter,  of  $531,324.60 
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The  cost  of  present  reproduction  of  the  properties  of  the 
Cascade  company  and  the  present  value  computed  upon  that 
baflis,  after  allowing  for  depreciation  which  lias  occurred, 
as  shown  by  the  appraisal  of  Sloan,  Huddle  and  Company, 
summarily  stated,  was  as  follows: 


COST  OP 

FBBSaHT 

tEnODVCTKm 

VAtOl 

Land 

turn 

»s*» 

Cottagea  oa  Above  Land 

3m 

2,000 

Genemisg  Plant: 

Power  house  and  other  buildings 

23XS 

20,711 

Dam 

zijan 

I48S7 

Head  works 

19,952 

18,233 

Tailrace  and  diverting  bulkheads 

12,204 

10,477 

TnrUnes  and  water  wheels 

17343 

13,634 

197» 

17,119 

MB 

1,370 

Power  plant  to  Berlin  subsution: 

Pole  line 

4WS 

3,104 

Wire 

7,863 

7J93 

»li8S8 

|10l«7 

Berlin  subatation  to  Burgess  Milb: 

Pole  line 

t    19S 

»    117 

Wire 

937 

885 

fl,132 

»i,<n2 

Berlin  to  Uilan: 

Pole  luie 

»2«i4 

»  1,976 

Wire 

»8 

7SS 

Transformers 

1.140 

828 

Services  and  arresters 

1S2 

125 

$5,144 

Subsution— Gorham  Road  $     446 

Snbatation   equipment — Gorham  Road   and    Berlin 

BUbatation  2,977 

Substation    equipment — Burgess  Mills    substation        4,045 
Distribntjon   System: 
Berlin : 

Pole  line  4,024 

Transformers  5,332 

Pole  type  switches  40 

Services  2^32 

Wire  5,323 

litten  8.541 

$25^ 


13717 
f    410 


2,568 

3,504 


1,975 
^643 
5722 
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Goiinn  Village: 
Pole  line 
Wife 
Serrice* 
Meten 
Tmufonneri 

;  arrcateri 


2,054 

$1,2» 

2jm 

1,7» 

774 

635 

jjm 

1,783 

1^ 

873 

Hilu  VaiMVi: 
Pole  line 


[  arresters 
Serricef 
Traiufonnen 
Wire 
Ueten 


*W37         ?  6^948 


AtodUBTr  Steam  Plant; 


BoJIen  and  ^ping 

Snperieded  eqnipmeiit 

Anxiliaiy  plant  at  Cascade  pulp  mill 


500 

1,3M 


Gcneiu  E^juipmcnt ; 

Office  fnrnitnre  and  fixtures 
Meter  testing  instniments 
Uiacdianeons  tools 


Add  15% 


f  I^         $  1.220 

$301,473       $166,175 


30221 


24,926 
3384 


Total  $235,578       $1H«»5 

In  this  case,  as  in  the  case  of  tlie  Herliii  properties,  Saii- 
derBon  and  Porter  presented  an  exhibit  showing  the  present 
value  of  the  physical  properties  depreciated  in  the  same  man- 
ner as  has  been  already  described  in  the  case  of  the  properties 
of  the  Berlin  company.  Said  exhibit  was  presented  with  the 
same  reservations  by  Mr.  Woolfolke  as  in  the  Berlin  com- 
pany case.  This  exhibit  showed  the  reproduction  cost  of  the 
physical  properties  of  the  Cascade  company  (except  land  and 
water  power)  as  f213,997.94,  and  its  present  value,  less  de- 
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preciation,  as  |179,364.71,  a  depreciation  of  16.184  per  cent., 
as  against  a  depreciation  of  17.97  per  cent  according  to  the 
valuation  of  Sloan,  Huddle  and  Company. 

Consideration  op  Certain  Items  of  Cascade  Company 
Pbopebty. 

LAND. 

Land  is  valued  l)y  Sanderson  and  I'orter  at  $7,530.38,  be- 
ing the  amount  at  winch  it  stood  on  the  hooka  of  the  company ; 
by  Sloan,  Huddle  and  Company  it  is  valued  at  |5,800.  The 
latter  firm,  however,  add  the  full  valuation  for  cottages  upon 
the  land,  a  present  appraisal  of  $2,000.  In  making  our  final 
conclusion  the  original  cost  should  1h'  considered,  but  the 
valuation  of  Sloan,  Huddle  and  Company  probably  more 
nearly  indicates  the  ])resent  market  value  of  the  properties 
than  the  price  paid  for  the  same  many  years  ago,  and  accord- 
ingly should  stand  on  any  tabulation  of  cost  of  reproduc- 
tion. 

IIYDRAUUC  GENERATING  PLANT. 

The  only  item  which  we  care  to  discuss  here  is  "Turbines 
and  Water  Wheels,"  valued  by  Sloan,  Huddle  and  Company 
at  117,843  new,  and  |13,634  in  present  condition. 

Sanderson  and  Porter's  figiires  were  based  upon  a  quota- 
tion secured  by  them  from  the  manufacturer  of  the  water 
wheels  in  question,  ofFering  to  supply  the  wheels,  governors 
and  equipment  for  fl8,.50ft  at  the  factory.  This  quotation 
was  shown  by  a  telegram  offered  in  evidence,  and  upon  re- 
quest the  letter  in  reply  to  which  the  telegram,  was  sent 
was  submitted.  In  addition  to  a  description  of  the  machinery 
said  letter  contained  the  following  statement: 

"We  are  maktiiE:  an  appraisal  to  be  used  in  a  hearing  before  the  New 
Hampshire  Public  Service  Commission,  We  are  anxious  to  secure  the 
cost  of  reproduction  new  of  the  above  equipment.  The  price  we  desire 
is  not  to  be  one  that  would  be  submitted  in  a  competilive  bidding,  but  a 
fair  replacement  value." 

Assuming  the  persons  addressed  to  be  of  ordinary  intelli- 
gence and  ordinarily  desirous  of  pleasing  past  and  possibly 
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future  customers,  we  should  scarcely  expect  that  tUe  quota- 
tion obtained  would  be  helpful  in  the  forming  of  an  exact 
judgment  as  to  the  present  cost  of  actually  installing  the 
wheels  and  torbines  in  question. 

The  valuation  of  Sloan,  Huddle  and  Company  has  been 
carefully  revised  by  them,  and  we  believe  more  accurately 
than  any  other  evidence  reflects  the  true  cost  of  present  re- 
production. 

Upon  the  argument  counsel  for  the  petitioners  offered  cer- 
tain vouchers  showing  the  price  paid  in  1903  for  a  part  of 
the  machinery  now  in  place.  These  vouchers  indicated  an 
original  cost  somewhat,  though  not  greatly,  in  excess  of  the 
reproduction  coat  estimated  by  Sloan,  Huddle  and  Company. 
It  does  not  appear,  however,  that  the  price  at  which  water 
wheels  of  this  class  may  be  purchased  has  not  changed  in 
the  last  ten  years,  and  we  do  not  find  occasion  to  doubt 
the  substantial  accuracy  of  the  estimated  cost  of  reproduction 
to-day  as  made  by  Sloan,  Huddle  and  Company. 

The  evidence  of  the  price  originally  paid,  however,  is  en- 
titled to,  and  will  receive,  consideration  in  reaching  our 
final  conclusion.  It  would  be  especially  helpful  if  similar 
information  could  have  been  supplied  as  to  all  the  properties 
in  question. 

AUXnjABY    8TBAM    PLANT. 

This  plant  is  not  now  in  use,  and  cannot  be  used  without 
expensive  repairs.  There  is  some  difference  of  opinion  be- 
tween the  engineers  as  to  the  desirability  of  establishing 
a  steam  auxiliary  plant.  It  appears  that  tlie  Cascade  com- 
pany has  an  arrangement  with  the  Bnrgpsa  Sulphite  Fiber 
Company  for  break-down  service.  If  this  is  continued,  the 
steam  auxiliary  plant  will  probably  never  be  restored  to 
service,  and  will  be  of  much  less  value  than  is  indicated  by 
either  its  reproduction  cost  or  its  reproduction  cost  less 
accrued  depreciation. 

Mr.  Woolfolke  testified  that  in  his  opinion  as  an  insurance 
against  failure  of  current  it  was  desirable  for  the  company 
to  own  a  steam  auxiliary  plant.  We  feel,  however,  that  the 
fact  that  this  plant  has  not  been  in  use  for  some  years,  and 
that  its  fntnre  use  is  uncertain,  is  to  be  duly  considered  in 
coming  to  oar  final  conclusion  as  to  value  in  this  case.         l, 

■■■"■■ 1>'^ 


820      New  Hampsuibb  Public  Sebvich  Commission. 

We,  however,  allow  the  tabulation  prepared  by  Sloaii,  Hud- 
dle and  Company  for  the  purpose  of  showing  reproduction 
cost  and  anch  cost  less  accrued  depreciation  to  stand  without 
change. 

WATEK  I-OWER  VALUE. 

In  attempting  to  place  a  value  upon  the  water  jutwci- 
rights  of  the  ('ascadc  company  the  engineei'»  have  differed 
more  widely  than  upon  any  other  point  involved  in  the  case. 
Sanderson  and  Porter  estimated  the  value  to  he  f  162,!t80,  and 
Sloan,  Huddle  and  Company  ?25,0I)0. 

The  estimate  of  Sanderson  and  Porter  is  hased  uiM>ri  the 
assumption  that  the  present  market  for  the  sale  of  power  at 
f  25  per  horse  power  per  year  will  always  coutinue,  and  njion 
the  further  assuni]ition  that  not  lesw  than  1510  liorse  jMtwer 
of  primary  power  can  Ik*  develc)]>ed  and  sold,  and  upon  the 
further  assumption  that  the  cost  of  putting  the  present 
power  plant  into  a  condition  to  utilize  the  full  flow  of  the 
stream  will  not  exceed  |25,000,  and  that  the  annual  operating 
expenses  will  not  exceed  f 7,500.  The  resulting  net  profit  is 
capitalized  at  8  per  cent,  and  from  the  resulting  value 
of  the  plant  and  power  the  reproduction  value  new  of  the 
plant,  including  said  |25,000.  is  deducted,  and  the  balance 
taken  as  the  present  value  of  the  water  power. 

Sanderson  and  Porter's  estimate  as  to  the  amount  neces- 
sary to  he  spent  upon  the  present  plant  in  order  to  utilize 
the  full  flow  of  the  stream  is  a  matter  upon  which  their  judg- 
ment would  probably  he  reasonably  accurate,  hut  the  amount 
of  power  whicli  can  he  actually  developed  and  delivered  and 
the  annual  operating  expense  are  matters  upon  which  differ- 
ences of  opinion  appear  between  tliem  and  Sloan,  Huddle  and 
Company.  There  is  no  such  certainty  of  a  continuing  market 
for  all  of  the  power  that  can  be  developed  as  makes  it  safe 
to  compute  the  value  upon  the  assumption  that  it  will  not 
in  any  event  be  internipted. 

Sloan,  Huddle  and  Company  appear  to  have  hased  their 
estimate  of  the  value  principally  upon  the  same  method  of 
compntation,  hut  they  have  estimated  the  quantity  of 
primary  power  possible  to  be  generated  and  delivered  at 
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1420  horse  power,  and  they  have  estimated  the  annual  ex- 
pense of  operation  at  fl5,230,  including  taxes  and  insnr- 
ance.  Capitalizing  their  net  return  upon  a  10  per  cent  basis 
and  deducting  the  value  of  the  water  power  plant  equipment 
and  transmission  lines,  they  reach  a  value  for  the  water 
power  of  116,227,  or  capitalizing  at  8  per  cent,  of  ?66,902. 
Mp.  Huddle  testified  that  in  his  opinion  there  were  sufficient 
features  of  uncertainty  connected  with  the  future  operation 
of  the  plant  and  sale  of  power  so  that  the  capitalization 
shoDld  be  upon  a  10  per  cent,  basis.  Another  computation 
baaed  upon  an  assumed  load  factor  of  85  per  cent.,  gave  a 
negative  value  of  f37,023  when  capitalized  at  10  per  cent., 
and  a  positive  value  of  $339  when  capitalized  at  8  per  cent. 
These  various  computations  and  the  estimated  value  of 
fl62,980  by  Sanderson  and  Porter,  and  f25,00(t  by  Sloan, 
Huddle  and  Company,  indicate  the  accuracy  of  the  following 
very  frank  atatonients  made  by  Mr.  Woolfolke  in  the  course 
of  his  testimony : 

"Arriving  at  the  value  of  waler  rights  is  a  very  difficult  thing,  and  so 
far  u  I  knoir  there  is  no  fixed  rule  to  follow.  There  can  be  no  fixed 
mle.  *  *  *  It  is  a  very  difficult  matter  to  arrive  at  the  value,  and  like 
a  great  many  other  engineering  matters,  it  is  a  matter  of'opiaion  as  to 
what  water  power  is  worth.  I  have  read  the  papers  and  testimony  of 
very  eminent  men  and  they  are  very  extraordinary.  •  *  •  Very  good 
engineers  are  men  usually  of  strong  opinions  and  of  varying  experience, 
and  they  unquestionably  will  vary  at  times  very,  very  widely." 

Mr.  Woolfolke  himself  testified  that  he  bad  estimated 
the  value  of  this  water  power  in  an  opinion  given  to  Bict- 
Tiiore  and  ('((mpany  at  $200,000,  but  that  lie  bad  testified  to 
a  lower  valuation  l>efc)re  this  Commission  because  he  de- 
sired to  be  conservative  and  liad  accordingly  excluded  from 
consideration  a  certain  amount  of  income  which  in  his  opin- 
ion could  be  derived  from  the  sale  of  secondary  power  in 
months  of  full  flow  of  stream. 

We  feel  that  any  attempt  to  establish  a  formula  for  de- 
termining the  value  of  water  power  would  prove  as  difficult  as 
the  establishment  of  a  formula  for  fixing  by  mathematical 
process  the  exact  value  of  an  entire  public  utility  plant. 

The  original  cost  of  the  water  power,  the  cost  of  develop- 
ing the  same,  the  cost  of  similar  powers  in  substantially 
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similar  locations,  the  amount  of  actual  earnings  in  the  past, 
and  estimated  earnings  in  the  future,  are  undoubtedly  all 
proper  matters  for  consideration.  But  when  a  water  power 
is  an  integral  part  of  a  utility  property  it  is  unuetessary  and 
not  ordinarily  desirable  to  endeavor  to  fix  an  exact  value  for 
the  same  considered  apart  from  the  other  portions  of  the 
property  to  be  valued.  Evidence  of  the  character  indicated 
should  be  considered,  but  in  the  end  it  will  ordinarily  be 
best  to  fix  a  value  upon  the  entire  property  to  be  appraised 
rather  than  to  attempt 'to  dissect  it,  and  fix  an  exact  value 
on  all  it«  several  parts. 

This  is  especially  true  where  occasion  arises  to  value  a 
Qtility  property  including  a  water  power  or  other  real  estate 
interests  which  have  appreciated  while  other  portions  of 
the  property  have  depreciated.  As  stated  by  the  court  in 
Gongolidated  Gas  Company  vs.  City  of  New  York,  157  Federal 
Reporter  855 : 

"Upon  reason  it  seems  clear  that  in  solving  this  equation  (of  present 
value)  the  plus  and  minus  quantities  shouM  be  equally  considered  and  ap- 
preciation  and  depreciation  treated  alike." 

In  determining  how  much  weight  ought  to  be  given  to 
present  condition  of  artificial  structures,  machinery  and  ap- 
paratus in  comparison  with  cost  of  reproduction  or  original 
cost,  and  what  weight  ought  to  be  given  to  such  cost  as  may 
have  been  incurred,  either  in  money  advanced  or  dividends 
foregone,  to  build  np  the  business  to  a  paying  basis,  it  is 
desirable  to  have  all  the  facts  relating  to  the  original  cost 
of  the  entire  plant  and  hearing  upon  the  composite  value 
of  the  entire  plant  under  consideration  at  the  same  time. 

It  has  been  before  suggested  that  it  may  be  just  and 
right  in  some  cases  to  treat  depreciation  in  plant,  which  has 
occurred  by  reason  of  a  lack  of  earnings  durinji  the  develop- 
ment peri(Hl,  as  a  necessary  cost  of  building  op  the  business ; 
but  less  weight  might  properly  be  attached  to  that  item  of 
cost  in  a  case  where  the  depreciation  of  a  portion  of  the 
property  has  been  offset  by  appreciation  of  other  portions. 

We  may  say,  however,  that  without  attempting  to  fix  an 
exact  value  to  attach  to  the  water  power  in  computing  the 
entire  plant  value  in  this  case,  we  do  find  as  a  fact  that 
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its  commercial  or  selliog  value  would  oot  to-day  exceed  f50,- 
000  and  probably  would  not  reacli  that  amount.  In  coming 
to  this  conclusion  we  have  considered  all  of  the  evidence 
offered  hj  the  petitioners,  together  with  the  price  originally 
paid  for  the  water  power  and  tbe  price  at  which  it  and  all 
other  portions  of  the  Cascade  property  are  now  offered  for 
sale  by  the  present  owners  who  have  long  operated  the  same. 

Annual  Musiness  of  Casuaub  Company, 

The  returns  made  by  the  Cascade  company  to  this  Com- 
mission for  the  year  ending  June  30,  1912,  show  that  its 
total  operating  reveoae  for  that  year  was  |38,753.74;  total 
operating  expense,  |11,719.96;  taxes,  |2,152.16;  uncollectible 
bills,  f 593.16;  non-operating  expenses,  |3,246.19;  making  a 
net  income,  without  deductions  for  interest,  of  }21,042.27. 
The  total  numlwr  of  consumers  is  also  shown  to  be  748.  Tlie 
report  for  the  year  ending  June  30,  1913,  has  not  yet  bwsii 
made. 

Ci-AiM  FOB  Allowance  foe  Goinq  Valuh. 

As  we  have  seen,  Sanderson  and  Porter  in  their  appraisal 
have  included  an  item  for  "Development  Cost  and  Going 
('oncern  Cost"  of  f93,000.  Mr.  Woolfolke  explained  this 
item  as  follows: 

"By  deretoping  expenses  I  mean  all  of  the  preliminaiy  expenses  incurred 
ia  organiiins  the  company,  legally  and  fiaaacially,  preliminary  engineer- 
ing and  other  reports,  and  its  franchise  and  charter  costs  in  the  state  and 
elsewhere,  legal  costs  of  incorporating  the  company,  drawing  its  mortgages 
which  costs  are  usually  quite  high,  all  of  the  expenses  attendant  npon  the 
forming  of  the  corporation  before  actual  constnicticm  work  is  begun. 
Going  concern,  of  course,  is  entirely  different  expense  and  in  the  main 
is  intended  to  describe  costs  of  building  up  the  business  after  the  plant 
is  constructed  to  a  time  when  the  operating  income  will  equal  the  costs  of 
doing  the  business  and  fixed  charges." 

He  also  testifie<1  that  the  (93,000  was  made  up  of  |33,000 
allowed  for  getting  the  corporation  organized,  and  other 
items  of  the  class  first  mentioned,  and  of  $60,000  for  going 
concern  cost. 
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The  financial  expense  in  connection  with  the  organ izatiim 
of  the  corporation,  he  testified  : 

"Included  the  tEcneral  costs  of  *  *  *  the  ftnancial  presentations,  mak- 
ing up  fin&ndal  plans  and  the  time  taken  up  by  your  original  promoter) 
and  their  coats,  traveling  expenses  *  *  *,  the  costs  of  making  up  general 
presentations  to  banking  houses  and  ioterestiog  money,  stationery,  type- 
writii^  etc,  and  circulars  of  one  sort  and  another." 

Franchise  costs  and  fees  included,  lie  said  : 

"The  expense  of  going  to  the  City  of  Berlin  and  living  there  and  gettins 
the  franchise  passed  through  the  city  council." 

With  reference  to  the  allowauce  for  going  concern  costs 
he  testified  that  he  bad  no  knowledge  as  to  the  anioiinls 
speut  for  advertiBing — that  not  as  much  advertising  had 
been  done  as  the  town  conld  stand  and  that  he  should  ex- 
jject  to  find  more  Imainess  connected  with  the  projM'i-tv  if  it 
had  been  spent;  that  he  did  not  know  to  what  extent  Imsi- 
nefls  had  been  Imilt  np  liy  soliciting  or  by  temporary  eijniit- 
inent  free  or  below  cost;  that  the  allowance  for  "or-iaiiizinK 
<)lK.'ratiiig  forces''  was  inserted  liecaiiae  the 

"Property  is  worth  more  for  tht  purpose  of  sale  and  'capi  tali/all  on  by 
reason  of  having  in  its  employment  at  the  present  time  certain  men,  who  by 
reason  of  training  and  familiarity  with  the  business  are  more  capable  of 
carrying  on   the  busine.^'i  in   future  tban  green  men   wonhl   be." 

WJiJit  anionnt  had  been  expended  for  any  one  of  the  items 
iiiclnded  under  the  caption  "Development  Expenses  and  *!<>■ 
ing  <'onceru  Costs"  or  how  much  had  been  done  along  the 
line  indicated  hy  any  one  of  those  items,  he  stated  that  lie 
hail  absolutely  no  knowle<lge.  He  further  stated  that  going 
concern  values  have  been  defined  as 

"The  value  which  a  plant  with  business,  wilh  customers,  with  oi^anixation 
possesses  in  excess  of  a  plant  without  the  organisation,  business  or  cus- 
tomers. •  •  ft  is  an  intangible  value,  and  it  is  subject  to  calculation,  but 
when  all  is  said  and  done,  it  is  a  matter  of  opinion  for  the  commission  or 
an  engineer." 

Mr.  Huddle  testified  with  reference  to  going  concern  cost 
as  follows: 

"It  is  generally  the  case  that  a  public  utility  beginning  operations  is  not 
able  to  pay  its  operating  expenses  and  interest  and   depredatiui  on  the 
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invCBtinciit  from  the  b^innt:^,  and  aome  time  ii  required  to  take  on 
business  and  put  it  upon  a  prolitable  basis.  The  cost  of  development,  as  I 
would  estimate  it,  would  be  the  probable  net  loss  during  the  development 
period,  net  loss  below  a  reasonable  return  and  proper  allowance  for  mainte- 
nance and  depreciation  during  the  development  period." 

Ue  ulso  presented  a  citiupBtation  made  by  him  on  certnhi 
assumptions  as  to  cost  of  operation  in  early  years,  tbe  coii- 
traots  wbicl)  tbe  company  would  secure  as  soon  as  reaily  to 
do  business,  and  tbe  lengtb  of  time  that  it  would  take  t(»  w- 
eure  additional  contracts  sufficient  to  place  the  business  uptiu 
a  basis  where  it  would  pay  necessary  expenses  and  a  fair  re- 
turn upon  all  prior  costs. 

(Counsel  for  the  petitioners  said  in  argument; 

"I  do  not  believe  that  any  computation  made  on  any  such  assumptions 
has  much — in  fact  I  do  not  believe  that  it  has  any  application  at  all." 

We  ai-e  incliiietl  to  agree  witb  i-ounsel  for  the  petitioners 
upon  this  point,  and  for  that  I'easoii  we  do  nut  ini-lude 
in  this  report  tiie  computation  made. 

Tliis  questinn  of  going  ronoern  costs  is  of  sucb  importance 
in  this  case  tluit  we  have  given  most  careful  consideration 
to  the  principle  which  shcmld  guide  tbe  Commission  in  its 
consideration. 

That  a  proper  allowance  mnst  be  given  to  tbe  so-called 
going  concern  element  in  placing  a  value  upon  the  property 
of  any  public  service  corporation  bas  been  repeatedly  held, 
and  we  believe  is  required  by  considerations  of  justice  as  well 
as  by  authority.  The  more  difficult  question  to  settle  is  the 
principle  upon  which  such  allowance  should  be  made. 

It  will  i>e  noted  that  Mr.  Wocdfoliie's  own  deliuition  con- 
fined going  concern  costs  to  "necessary  costs  which  mnst  1k' 
met  up  to  the  time  of  placing  the  business  upon  a  self-sup- 
porting basis,"  whereas  he  quoted  another  definition  of  "go- 
ing concern  value,"  a  term  which  he  seemed  to  use  synony- 
mously witb  "going  concern  costs,"  as  "tbe  value  which  a 
plant  with  liuainess,  witb  customers,  wiMi  organization,  pos- 
sesst's  in  excess  of  a  plant  witlumt  organization,  busines-s  or 
customers." 

The  question  which  must  !)e  determined,  before  any  in- 
telligent allowance  for  tlie  item  under  discussion  can  l>e 
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made,  is  whether  the  allowance  shall  be  made  tu  cover  the 
coBt  of  Becuriog  all  biuuneBs  coiiuutt^d  with  the  property  ap- 
praised, or  to  cover  the  cost  of  bringiug  the  property  to  that 
point  where  the  owoers  might  obtain  a  fair  return  upon 
their  prior  investments,  iucludiug  dividends  foregone. 

Upon  this  point  there  is  no  uniformity  in  the  decisions  of 
courts  or  commissions.  Many  cases  may  be  cited  which  ap- 
parently are  authority  for  the  first  course,  but  those  cases 
ordinarily  are  not  rate  cases,  and  so  far  as  we  have  found 
(with  the  exception  of  the  Public  Service  Gas  Company  case 
decided  by  the  New  Jersey  Commission),  the  propriety  of 
confining  the  allowance  to  an  amount  representing  the  actual 
cost  of  bringing  the  business  to  a  paying  basis  is  not  dis- 
cussed. 

If  the  justification  for  allowing  to  the  owner  of  the  prop- 
erty devoted  to  public  use  something  iu  addition  to  a  return 
upon,  the  amount  which  the  physical  properties  would  ci>st 
to  reproduce,  or  which  they  originally  cost,  is  sought,  it  will 
be  found  in  the  fact  that  a  failui'e  to  make  such  allowance 
would  result  in  leaving  the  owners  deprived  of  auy  income 
upon  their  property  during  a  period  of  time  while  it  was  de- 
voted to  public  use, — tliat  is  during  the  period  while  the 
Iiusiness  was  being  brought  up  to  Hie  point  where  a  fair 
profit  could  be  earned. 

Justice  requires  that  one  devoting  bis  money  to  an  invest- 
ment in  a  public  service  property  (assuming  the  enterprise 
to  Ije  well  conceived  and  well  managed)  shall  receive  a  fair 
return  upon  that  property  diiring  all  the  time  that  it  is  de- 
voted to  public  use, — during  the  first  year  as  well  as  suc- 
ceeding years, — and  that  he  shall  receive  as  well  a  return 
upon  the  amounts  necessarily  spent  in  getting  the  Imsiness 
upon  a  paying  basis.  If  the  return  were  reckoned  only  upon 
first  investment,  a  fair  return  could  never  be  secured  on  tlie 
amounts  expended  in  building  up  the  business  or  on  the 
amount  of  dividends  foregone  in  early  years.  Accordingly, 
it  han  been  held  that  some  allowance  should  be  made  on  ac- 
count of  business  attached  to  the  propertr>'.  This  has  come  to 
be  called  "going  concern  value."  Itnt  it  is  nothing  new. 
Consideration  of  the  business  attached  to  a  property  is  merely 
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coDsideratioD  of  the  earning  power,  which  the  United  StateK 
Hupreme  Court  in  Hmyth  vs.  Ames  held  must  alwayti  be  taken 
into  couBideration  and  given  such  right  as  is  "just  and  right 
in  each  case." 

It  would  seem  that  the  weight  which  it  is  just  and  right 
should  be  given  to  the  earning  power  uf  property  in  any 
given  case,  or  to  the  amount  of  business  attached  to  the  prop- 
erly which  gives  it  that  earning  power,  may  depend  very 
largely  upon  what  it  has  coat  the  owners  of  that  projMjrty 
to  produce  that  busiuess  or  earning  power. 

Many  decisions  give  support  to  this  view.  No  more  lucid 
discussions  of  the  question  can  be  found  than  in  reports  of 
the  Wisconsin  Commission,  to  which  commission  counsel  for 
the  petitioners  paid  sueli  higli  tribute.  We  quote  from  several 
such  reports: 

The  courts  have  almost  universally  held,  that  this  element  is  an  important 
and  valuable  cwi  si  deration,  which  cannot  be  left  out  of  account  in  fixing 
the  fair  value  of  the  property  of  a  public  service  corporation  devoted  to 
the  public  service.  Bnt  slight  consideration  is  necessary  to  see,  that  while 
the  reasoning  of  the  courts  and  engineers  may  be  inconclusive,  the  final 
deduction  is  based  upon  sound  premises,  because  an  investigation  into 
the  financial  history  of  any  public  utility  plant  will  disclose  that  invest- 
ments iiave  been  made,  in  addition  to  the  cost  of  the  physical  structure, 
in  order  to  keep  the  business  going  and  to  develop  the  same  to  a  point 
where  the  revenue  derived  from  the  business  was  sufGdent  to  meet  operating 
expenses,  cost  of  maintenance  and  depreciation,  and  provide  some  return 
upon  the  inveatmest."    In  re  Cashton  Light  and  Power  Co.,  3  \V.  R.  C.  K.  94. 

"The  cost  of  developing  a  business  of  water  works  may  be  made  up 
of  many  different  kinds  of  expenditures.  It  may  include  the  cost  of  ad- 
vertising, soliciting,  demonstrations  showing  the  advantage  of  having  water 
under  pressure  in  the  houses,  of  making  free  connections,  of  the  granting 
of  lower  than  the  regular  rates,  and  of  many  other  outlays  of  this  char- 
acter in  order  to  secure  customers.  It  may  also  include  losses  to  the  in- 
vestors because  of  the  fact  that  the  plants,  in  their  earlier  years,  failed 
to  earn  enough  to  meet  all  the  requirements  for  operating  expenses,  in- 
cluding depreciation  and  a  reasonable  return  upon  the  investment  If 
the  direct  outlays  for  securing  business  are  charged  to  operating  expenses, 
as  they  should  be,  mstead  of  to  the  capital  account,  then  the  cost  of 
acquiring  a  paying  business  would  be  represented  by  the  deficits,  or  t>y  the 
amounts  by  which  the  gross  earnings  fall  short  of  covering  the  cost  of 
operation,  as  stated,  including  fair  returns  to  the  investors. 

Such  costs  or  deficits  are,  generally  speaking,  unavwdable.  «  •  *  But 
while  such  losses  will  have  to  be  met  by  the  inves'tors,  it  is  not  expected 
that  these  sacrifices  will  be  anything  but  temporary.  The  investors  fully 
expect,  and  in  most  cases  rightly  to,  that  these  losses  will  be  made  good 
as  tooo  as  warranted  by  the  bunness  of  the  plant    Th^  osuallj  regard 


828     Nhw  Hampshibb  Pubug  SEBnoB  Commission. 

such  deficits  as  an  additional  investnient  upon  which,  unless  the  whole 
amount  is  refunded  to  them  in  some  form,  they  are  entitled  to  the  same 
returns  as  on  the  rest  of  their  capital.  Unless  they  are  so  compensated,  it 
is  manifestly  clear  that  no  money  from  private  sources  is  likely  ever  to 
be  invested  for  such  purposes,  except,  perhaps,  in  a  few  rare  instances  for 
philanthropic  reasons.  If  there  is  not  a  reaaonable  assurance  of  reasonable 
retunis  upon  the  cost  of  the  plant,  as  well  as  upon  the  cost  of  the  buaness 
of  the  said  plant,  it  is  manifestly  clear  that  private  investors  will  seek 
other  fields.    •    »    • 

It  thus  appears  that  the  cost  of  building  up  the  business  of  a  plant  is 
in  most  cases  as  unavoidable  as  the  cost  of  the  construction  of  the  plant 
itself;  that  when  such  costs  are  incurred,  they  must  be  reimbursed  in  some 
form  by  the  consumers  in  order  that  capital  may  be  secured;  that  such 
reimbursement  is  equitable  as  between  investors  and  crasumers;  and  that 
this  is  a  just  method  of  dealing  with  such  costs  for  other  reasons.  If  this 
ia  sound,  it  also  follows  that  the  cost  of  the  business  must  also  be  taken  into 
consideration  in  determining  the  value  of  the  plants  for  rate-fixinif  purposes. 

In  addition  to  those  mentioned,  there  is  also  another  element  that  should 
receive  some  consideration  in  fixing  the  cost  of  the  business,  and  that  is  the 
profits  the  plants  have  earned  since  they  reached  a  paying  basis.  If  these 
profits  are  so  large  as  to  be  considerably  above  those  ordinarily  obtained, 
it  is  conceivable  that  strict  justice  between  investors  and  consumers  might 
require  that  these  excesses  should  be  treated  as  an  offset  to  early  losses, 
and  that  in  this  way  all  or  a  part  of  the  earlier  losses  may  have  been 
wiped  out.    •    •    * 

•  ♦  •  Where  such  costs  as  those  required  for  the  developing  of  a 
paying  business  of  these  plants  have  been  fairly  and  legitimately  incurred, 
and  where  ihey  are  not  offset  by  other  factors,  it  would  seem  that  they 
constitute  a  proper  part  of  the  cost-value  of  such  plants  for  the  purposes 
named.    •    *    •"    HUl,  et  al,  vs.  Aniigo  Wattr  Co,,  3  W.  K.  C.  R.  709. 

"The  value  of  a  going  concern  is  generally  greater  \ian  the  sum  of  the 
values  of  the  separate  physical  parts  of  the  plant.  The  seller  of  such 
plant  is  in  a  position  to  exact  more,  and  the  purchaser  would  generally 
be  willing  to  pay  more,  than  for  a  plant  which  has  no  established  business. 
*  *  *  If  property  is  devoted  to  the  public  use,  and  reasonable  care 
has  been  exercised  in  all  the  phases  of  its  management,  but  the  owners 
have  not  received  a  fair  return  during  the  earlier  years  of  the  operation 
of  the  plant  in  which  the  property  is  used  for  the  convenience  of  the  public, 
the  ddicit  thus  incurred  must  be  made  up  out  of  ialer  earnings,  insofar 
as  this  is  commercially  possible  and  expedii-nt.  In  other  words,  every  effort 
honestly  put  forth,  every  dollar  properly  expended,  and  every  obligation 
legitimately  incurred  in  the  establishment  of  an  efficient  public  utility  busi- 
ness must  be  taken  into  consideration  in  the  making  of  rates  for  such 
business.  Collectively  the  elements  just  referred  to  may  be  designated  by 
the  term  going  value,  and  in  this  sense  there  can  be  no  question  regarding 
the  propriety  and  justice  of  admitting  going  value  as  a  consideration  in  the 
determination  of  rates."  Payne,  et  al.,  vs.  Wiscansin  Telephone  Co.,  4 
W,  k.  C.  R.  60.* 

•See  I  Com.  Tel.  Cases,  329.— Ed. 
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"The  early  losses  or  deficits,  or  the  amounts  by  which  the  eaminga  of  the 
plant  have  failed  to  meet  the  ordinary  operating  expenses  and  taxes,  and 
provide  for  dqireciation  and  a  reasonable  return  on  the  investment,  will 
closely  measure,  in  most  cases,  the  cost  of  developing  tbe  business.    *    *    * 

By  this  is  not  meant,  however,  that  deficits  from  operation  can  be  equitably 
taken  into  account  in  the  appraisals  or  rates  regardless  of  the  conditioiu 
under  which  they  were  incurred.  As  already  staled,  when  such  delicits 
are  due  to  ^mormal  conditions,  or  when  due  to  bad  management,  de- 
fective judgment,  extravagance,  lack  of  ordinary  care  and  foresight,  un- 
duly high  capital  charges,  and  other  causes  of  this  nature,  it  is  manifestly 
dear  that  they  should  be  accorded  little  or  no  consideration  in  either  the 
valuation  or  the  rates.  *  •  "  this  is  also  likely  to  be  the  case  for  such 
deficits  which  were  incurred  under  and  borne  by  others  than  the  present 
owners,  and  which  have  been  wiped  out  in  the  various  transfers  of  owner- 
ship. That  these  propositions  are,  as  a  rule,  sound  and  equiiahle.  appears 
to  be  so  dear  as  to  need  no  further  argument"  City  of  Btloit  vs.  Bthit 
Wattr,  Gas  and  Eltctric  Co.,  7  W.  R.  C.  R.  277.* 

The  New  York  Public  Service  (.'(mimissiyii  for  the  Fii-st 
I>i«trii;t  ili8cu8sed  the  question  at  souie  leiijjth  iu  it»  report 
Id  Ke  Rates  of  Quecnx  Boiouyh  (!us  mi<l  hUevtrU;  <'u.,  '1 
I',  a  C.  Rep.  (N.  Y.  1st  Dist.)  TidS,  »«  follows: 

"It  ordinarily  happens  during  the  first  few  years  of  operation  that  the 
company  does  not  earn  a  fair  return.  How  then  are  the  investors  to  be 
made  whole?  There  are  two  solutions.  One  is  to  capitalize  the  losses  or 
deficiencies  below  a  fair  return  and  all  the  other  dements  which  are  said 
to  be  included  in  'going- concern'.  *  *  *  The  other  solution  is  to  charge 
all  such  expenses  to  operation,  to  attempt  to  make  no  line-spun  distinctions 
and  then  to  permit  the  company  to  charge  in  later  years  rates  sufficient  to 
offset  its  deficiencies  below  a  fair  return  in  the  first  few  years.  •  »  •  This 
principle  is  adopted  in  this  case,  and  no  further  allowance  is  made  for 
'going-concern'  in  determining  the  fair  value  of  the  property." 

This  course  was  also  folhtwcd  l\v  the  sanu'  foiniiiiKsioti  in 
Mayhew,  et  ah,  vs.  /v'i»(/«  County  I/if/hlintf  ('omimny,  3  P.  S. 
v..  Kep.  (N.  Y.  Ist.  Dist.)  659-714.  Tiic  mctluMl  of  disre- 
gardiuy  the  going  con<'ern  element  in  fixing  value  and  allow- 
ing for  the  same  in  fixing  a  rate  of  return  was  disapin-ovcd 
by  the  Appellate  Division  of  the  New  York  Supreme  Tourt 
in  an  action  brought  to  review  the  Kings  County  Lighting 
f^ase.  See  People  ex  rel.  Kings  County  I/iyhtiny  Company  vs. 
William  R.  Wilcox,  et  al.,  Law  Reports  and  Session  liaws, 
issue  of  July  15,  1913.    The  above  quotation  from  the  reimrt 
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ill  tlie  (iupi'iiM  Bonnifjli  case  is  iiimk'  Itecutise  it  cleai-Ij  aliowK 
that  tilt'  only  rctistm  rt'coffiiized  by  tlie  New  York  Comiiiis- 
Hiuii  fur  i-uii»iclfriii«;  tlita  };;oiii<;  (■oiiceiii  clemeitt  is  the  fuet 
tbat  early  loMseK  are  onlinarily  Kiilfereil  wliili>  the  luiHiiiess  is 
lieiiig  establish (m1. 

Ill  I'ioiiver  Tel.  and  Tel.  ('o.  vs.  Wrstcitliiirrr.  118  I'ac. 
Rej*.  354,  29  Okhl.  429,  Hie  (|iK*stioii  was  ilisi-iisscd  us  follows : 

"During  the  time  of  development,  there  is  a  loss  of  money  actually 
expended  and  oi  dividends  upon  the  property  invested.  How  shall  this  be 
taken  care  of?  Musi  it  be  Ixirne  by  the  owners  of  the  plant?  Or  by 
the  initial  customers?  Or  shall  it  be  treated  as  part  of  the  investment  or 
value  of  the  plant,  constituting  the  basis  upon  which  charges  shall  be 
made  to  all  cusloiners  who  receive  the  benctils  from  the  increased  serv- 
ice-rendering power  of  the  plant  by  reason  of  these  expenditures?  *  ♦  • 
When  the  use  of  the  property  and  the  expenditures  made  during  the  non- 
expens«-paying  and  the  non-dividend-paying  period  of  the  plant  are  treated 
as  an  element  of  the  value  of  the  property  upon  which  fair  returns  shall 
be  allowed,  then  the  burden  is  distributed  among  those  who  receive  the 
benefits  of  the  expenditures  and  the  use  of  the  property  in  its  enhanced 

Also  ill  />c»  Moines  Water  Co.  vs.  Citt/  of  />r»  MoiiieM.  192 
Fp<1.  Re]).  197  {MgI'herson,  J.)  : 

"The  master  has  found  and  fixed  a  valuation  upon  this  property,  as  a 
going  concern,  as  distinguished  from  the  naked  plant.  As  to  this,  both 
reason  and  authorities  sustain  him.  Everything  of  a  business  character  is 
thus  valued.  •  •  •  These  rules  apply  with  equal  force  to  a  waterworks 
system.  It  took  a  long  time  to  build  up  the  system.  First,  it  had  to  get 
in  touch  with  palrons,  make  contracts,  install  meters,  and  establish  the 
business.  During  that  period  Ihe  capital  slock  was  not  earning  what  it 
should  have  earned.  Now  that  it  is  a  going  concern,  it  is  entitled  to  have 
these  values  considered,  in  arriving  at  the  true  valuation  of  the  plant." 

Also  ill  .]tissotin  K.  and  T.  Ity.  Co.  vs.  Jjore.  177  Fed.  Keji. 
493  (H(X)K,  J.)  : 

"An  established  railroad  system  may  be  worth  more  than  its  original 
cost  and  more  than  the  mere  cost  of  its  physical  reproduction.  It  has 
passed  the  initial  period  of  little  or  no  return  to  its  owners  which,  of 
greater  or  less  duration,  almost  always  follows  construction  and  is  not 
infrequenlly  marked  by  default  and  bankruptcy.  The  inevitable  errors  m 
its  building  which  finite  minds  and  hands  cannot  avoid  have  been  measurably 
corrected,  time  and  effort  have  produced  a  commercial  adjustment  between 
it  and  the  country  il  was  intended  tn  serve,  relatfons  have  been  established 
with  patrons,  and  sources  of  traffic  have  been  opened  up  and  made  tributary. 
In  other  words,  the  railroad,  unlike  one  newly  constructed,  is  fully  equipped 
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and  is  doing  business  as  a  going  concern.  It  has  attained  a  positioa  after 
many  experiences  common  to  railroad  enterprises  which  entail  loss  and 
cost  not  paid  from  current  earnings,  and  which  correspondingly  make  for 
value." 

Hon.  Rdhert  AV.  Tayler,  Judpc  of  the  United  States  Dis- 
triot  Court  for  tlie  Northern  District  of  Ohio,  when  valuing 
the  Cleveland  Street  Railway,  an  an  arhitrator  by  agreement 
of  tile  parties,  in  l!tO!>,  gave  the  following  reasons  why  he 
allowed  notliing  for  going  value: 

"I  allow  nothing  for  goit^  value.  Going  value  raises  a  question  of 
definition,  and  it  is  sufficiently  disposed  of,  according  to  my  view,  by 
saying  that  it  only  has  a  value,  as  applied  to  a  street  railroad  enterprise, 
because  of  the  expense  incident  to  organization,  superintendence,  admin- 
istration, legal  expenses  and  interest  during  constrvctiuii;  it  is  involvcil 
in  the  general  subject  of  necessary  overhead  charge  and  arises  only  out 
of,  and  is  to  be  defined  and  limited  entirely  by,  the  money  necessarily  ex- 
pended to  put  it  into  the  shape  where  it  has  value  as  an  operating  in- 
strumentality. Beyond  that,  I  recognize  no  value  to  going  value  or  no  such 
thing  as  going  value  to  be  applied  to  a  street  railroad  enterprise.  Nor 
do  I  find  anything  properly  allowable  for  good  will,  as  that  term  is  gen- 
erally defined.  A  street  railway  company  which  has  a  monc^oly,  and  es- 
pecially if  it  has  a  franchise  value  remaining,  can  have  no  good  will  valne." 

It  will  lie  noted  that  in  all  these  cases  the  justilication  for 
the  allowance  of  an  item  for  going  concern  valne  is  fomid  in 
the  early  losses  and  expenses  incident  to  building  up  the 
busineMS,  including  returns  not  received  upon  investment  in 
early  years. 

We  believe  tliat  there  is  no  constitutional  rule  nor  any 
e<piitable  reuKon  reijuiring  an  ap]>raiKal  of  the  entire  ex- 
peuKC  of  building  ii]»  all  of  the  business  c<mnected  with  a 
ntility  property,  in  a  valuation  of  the  saine,  U(kui  a  strict 
reproductive  cost  basis,  tnit  that  much  weight  should  be  given 
to  the  amount  whicli  the  building  u]»  of  sudi  business,  in 
the  way  it  has  actually  lieen  built,  has  actually  cost  the 
owners  of  the  pntperty,  either  in  money  originally  invested 
by  them  or  in  returns  not  received  upon  their  investment  in 
early  years. 

When  it  is  practicable  to  show  what  such  costs  have  been 
it  is  well  to  ascertain  and  state  the  same,  like  other  coats,  as 
accurately  as  may  be,  for  consideration  with  other  facts  bear- 
ing on  the  ([Hestion  of  the  ultimate  value  of  tlie  entire  prop- 
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erty;  but  wliere  such  costs  can  not  be  ascertained,  we  think 
that  nothing  is  to  he  gained  by  settin}?  up  an  item  assumed  to 
reprenent  the  same,  whetlier  that  item  has  heen  reached  by 
a  computation  based  upon  assumptions  as  to  the  cost  in 
early  years  and  the  rapidity  with  whitli  tlie  business  was 
built  up,  or  upDD  a  computation  based  upon  an  assumed  re- 
lation between  the  coat  of  building  up  business  and  the 
cost  of  plant  structures; — matters  having  no  apparent  re- 
lationship to  each  other.  In  such  case  the  general 
financial  history  of  the  ])roperty  so  far  as  known,  its 
earning  poiver  under  reasonable  rates,  the  amount  of  busi- 
ness which  it  does,  the  operating,  charges  and  other  pertinent 
facts  should  all  he  considered,  and  a  final  value  fixed  upon  the 
entire  property,  not  as  upon  a  collection  of  dead  units,  but 
as  upon  a  going  concern  doing  the  business  which  in  the 
particular  case  it  appears  that  it  does. 

This  method  of  treating  the  element  ordinarily  termed 
"going  value"  has  been  passed  upon  by  the  United  States 
Supreme  Tourt.  In  Ce^ar  Rapids  Gan  lAfjht  Co.  vs.  C^ty  of 
Cedar  Rapidx.  144  Iowa  434,  a  claim  for  the  allowance  <if 
$100,000  for  "going  concern"  was  made  by  tlie  utility,  but  the 
court  said : 

"The  value  of  the  plant  is  to  lie  estimated  in  its  entirety,  rather  than  by 
the  addition  of  estimates  on  its  component  parts,  though  the  latter  course 
will  materially  aid  in  determining  the  value.  Advantages  have  accrued 
throt:gh  the  sagacity  of  its  management  as  contended  by  appellant  So, 
too,  there  are  the  inevitable  mistakes  which  would  not  be  likely  in  the 
construction  of  a  new  plant ;  but  to  jiut  a  new  plant  in  profitable  operation, 
time  would  be  required,  and,  aside  from  the  intangible  element  of  good  will, 
the  fact  that  the  plant  is  in  successful  operation  constitutes  an  demait 
of  value.  •  *  •  The  value  of  the  system  as  completed,  earning  a  present 
income,  is  the  criterion.  In  so  far  as  influenced  by  income,  however,  the 
computation  necessarily  must  lie  made  on  the  basis  of  reasonable  charges, 
for  whatever  is  exacted  for  a  public  service  in  excess  of  this  is  to  be 
regarded  as  unlawful.  Save  as  above  indicated,  the  element  of  value 
de^gnated  as  'going  concern*  is  but  another  name  for  'good  will,'  which 
is  not  to  be  taken  into  account  in  a  case  tike  this,  where  the  company  is 
granted  a  monopoly." 

The  case  was  brought  before  the  United  States  Supreme 
Court  upon  a  writ  nf  error,  and  upon  this  point,  in  an  opinion 
by  Holmes,  J.,  it  was  said: 
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"Ahhousli  it  is  SLTgued  that  the  coart  excluded  going;  value,  the  court 
expressly  took  into  account  the  fact  that  the  plant  was  in  successful 
operatioii.  What  it  excluded  was  the  good  will  or  advantage  incident 
to  the  possession  of  a  monopoly,  so  far  as  that  might  be  supposed 
to  tptt  the  plaintiff  the  power  to  charge  more  than  a  reasonable  price. 
•  *  *  The  court  fixed  a  value  on  the  plant  that  considerably  exceeded 
its  c»st  and  estimated  that  under  the  ordinance  the  return  would  be 
over  6  per  cent.  Its  attitude  was  fair  and  we  do  not  feel  called  upon  to 
follow  the  plaintiff  into  a  nice  discussion  of  details."  Cedar  Rapids  Gas  Light 
Co.  vs.  CUy  of  Cedar  Ropidt.  223  U.  S.  6®. 

In  Knoxville  vs.  KnorvUle  Water  Co.,  212  U.  8.  1,  where 
rates  Iiart  been  enjoined  h.v  the  Circuit  Ooiirt  as  confiscatory 
localise  not  sufflcient  to  afford  a  fair  return  upon  a  value 
found  by  tliat  court,  and  where  an  item  of  f(iO,000  had  been 
si*i>arately  allowed  for  jfoinj;  value,  the  court,  while  revers- 
ing the  order  and  dismissing  the  hill  upon  the  ground  of 
other  errors  in  valuation,  exi)res8ly  withheld  approval  of 
an  allowance  for  going  value  in  rate  cases. 

Again  in  the  Minnesota  Bate  Oases,  so-called  (fihni»ton, 
et  al.,  vs.  Shejmrd,  decided  June  9,  1913),  the  court  rejected 
the  aUowance  of  any  amount  for  the  "railway  valut;"  of  the 
proi)ertieK  involved.    And  in  the  sauie  case  it  said, 

"The  ascertainment  of  value  is  not  controlled  by  arttlidal  rules.  It  is  not 
a  matter  of  formulas,  hut  there  must  be  a  reasonable  judgment  having  its 
basis  in  a  proper  consideration  of  all  relevant  facts," 

Then!  is  no  evidence  in  this  case  disdoKing  the  amount  ex- 
pended for  any  of  the  purposeK  enumerated  in  the  allowance 
contained  in  Haiiderson  and  Porter's  appraisal  for  "devel- 
opment Costs  and  doing  f'lpucern  (\>Hts."  We  should  hesi- 
tate to  hold  that  the  efficiency  of  trained  employees,  who  are 
free  at  any  time  to  seek  other  employment,  can  lie  capital- 
ized and  added  to  the  value  of  a  utility  property,  either  for 
the  purpose  of  swelling  the  transfer  price  or  increasing  the 
measure  of  a  fair  return.  Rut  irrespective  of  that  question, 
we  are  satisfied  that  the  amount  of  suggested  allowance  is 
greatly  in  excess  of  the  total  sum  ever  expended  for  the  vari- 
ous purposes  indicated,  regardless  of  the  source  from  which 
it  came;  and  we  lielieve  that  it  is  also  clear,  at  least  in  the 
case  of  the  Cascade  company,  that  no  considerable  amounts 
have  been  expended  by  the  stockholders  in  building  up  the 
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business  either  id  direct  advancements  or  in  dividends  fore- 
gone. 

It  appears  that  all  told  the  stockhoiders  have  paid  into  the 
properties  f40,000,  and  that  they  have  drawn  no  dividends 
since  1903.  But  an  appraisal  of  the  plant  shows  that  large 
investments  of  earnings  have  been  made  in  physical  prop- 
erties, and  it  is  easy  to  perceive  that  the  suggested  expendi- 
tures could  not  bave  been  made  for  purposes  of  organization 
and  of  securing  business  without  a  much  greater  income 
than  appears  to  have  been  earned.  While  dividends  have 
been  foregone,  they  bave  been  reinvested  in  physical  proper- 
ties for  the  benefit  of  the  stockholders  who  are  now  selling 
those  properties  for  nearly  four  times  the  first  investment 

There  is  no  evidence  from  which  we  can  determine  the 
facts  in  connection  with  the  early  financial  history  of  the 
Berlin  company.  It  appears  that  since  the  present  owners 
acquii-ed  the  property,  about  five  years  ago,  no  dividends 
have  been  paid,  but  it  does  not  appear  that  dividends  have 
not  been  earned.  Approximately  117,000  in  cash  and  ac- 
counts receivable  are  to  be  retained  by  the  company  under 
the  contract  of  sale,  and  considerable  amounts  have  been 
invested  in  plant  improvements  during  the  period  mentioned. 
As  the  present  value  of  physical  properties  is  still  less  than 
the  capitalization  of  the  corporation,  the  properties  must 
have  been  much  depreciated  at  the  time  of  purchase^  assuming 
the  same  once  to  have  represented  an  investment  equal  to  the 
par  value  of  stock  outstanding.  Whether  the  property  was  de- 
preciated when  purchased  because  it  had  not  made  sufficient 
earnings  to  enable  f?ie  proper  provision  for  depreciation  to 
be  made,  or  because  excessive  amounts  had  been  previously 
withdrawn  in  dividends,  does  not  appear.  If  especial  weight 
is  fa  be  claimed  for  the  going  concern  element  on  account 
of  alleged  failure  of  returns  in  earlier  years  evidence  should 
be  introduced  so  that  an  intelligent  finding  upon  that  point 
may  be  made. 

FiN.M,  roNCi-uaiONS. 

Upon  a  full  consideration  of  all  the  facts  stated  in  this 
report,  and  of  all  the  evidence  before  ns,  we  find  as  a  fart 
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that  the  fair  value  of  ail  the  properties  of  the  Berlin  Electric 
Light  Company  proposed  to  be  transferred,  considered  as  a 
going  concern,  and  including  all  elements  of  valae,  tangible 
and  intangible,  does  not  exceed  |55,000,  and  that  the  value 
of  all  the  properties  of  the  Cascade  Electric  Light  and  Power 
Company  and  of  the  Cascade  Light  and  Power  Company  pro- 
posed to  be  transferred,  considered  as  a  going  concern,  and 
inclading  all  elements  of  value,  tangible  and  intangible,  does 
not  exceed  f260,000. 

The  amount  proposed  to  be  paid  for  the  Berlin  company 
properties  is  $172,000  as  of  the  date  of  the  actual  transfer, 
the  vendor  reserving  all  cash  and  current  assets,  and  meet- 
ing all  accounts  payable  and  claims  of  every  sort  outstanding. 
The  price  proposed  to  be  paid  for  the  Cascade  company  prop- 
erties is  fl50,000,  and  interest  thereon  from  January  1, 1913, 
the  vendee  assuming  all  liabilities  of  the  corporation  and  re- 
ceiving all  property  of  the  corporation,  inpluding  cash  and 
current  a«ietcr. 

The  financial  statement  of  the  Cascade  company  as  of 
January  1,  1913,  shows  that  if  the  transaction  had  been  car- 
ried through  on  that  date  the  entire  net  price  paid  for  the 
pnoperties  transferred,  balancing  accounts  receivable  against 
accounts  payable,  would  have  been  1240,918.30.  The  accounts 
receivable  amount  to  $7,830.83.  There  is  no  evidence  as  to 
what  proportion  of  the  same  are  collectible.  It  is  also  evi- 
dent that  the  net  earnings  of  the  Cascade  company  since 
January  1, 191S,  may  have  been  more  or  less  than  the  amount 
of  intercflt  upon  the  $150,000,  and  the  interest  bearing  ob- 
ligations assumed  a  part  of  the  purchase  price. 

To  determine  the  difference  between  the  price  actually 
paid  for  the  Cascade  properties,  and  the  value  found  herein, 
a  balance  sheet  as  of  a  date  reasonably  near  to  the  actual 
date  of  transfer  should  be  presented  to  the  Commission,  also 
evidence  upon  which  the  approximate  value  of  accounts  re- 
ceivable can  be  determined.  When  this  is  done,  snch  differ- 
ence, as  the  same  shall  be  found,  may  be  added  to  the  amount 
of  $55,000  found  as  the  value  of  the  Berlin  company  proper- 
ties, and  the  reenlting  sum  may  be  paid  for  those  properties. 
An  order  permitting  a  transfer  upon  snch  terms  will  issue  if 
requested.  We  find  as  a  fact  that  it  will  be  inconsistent  with 
the  public  good  to  permit  a  transfer  for  a  greater  price,       l  - 

■■■"■■ c>"- 


The  Public  Service  Commission. 
In  the  Matteb  of  tub  AM'EAL  of  Three  Per  Centum  of 

THE  QUALIFIEll  EI.E(jT0R8  OF  THE  ClTY  OF  COLUMBUS  FROM 

THE  Rate  Fixed  fob  Natural  Oas  by  the  Council  or 
Said  City  by  Ordinance  No.  25702. 

No.  12. 

Dated  A1lg^ut  J,  ipij. 

Appeal  from  Ordinance  Fixing  Ratea— JumdictioD  of  Commiaaion, 

Ordeb. 

It  appearing  that  tlie' ordinance  of  the  City  of  Coluinbuw, 
Ohio,  complained  of  and  appealed  from  by  complaiiiaiit», 
was  enacted  prior  to  the  effective  date  of  the  act  creating?  The 
Public  Service  Commission  of  Ohio,  the  Commission  liiids 
that  it  has  not  jurisdiction  to  hear  and  determine  the  issueH 
made  by  said  appeal,  and  this  case  is,  therefore,  discussed. 

Dated  at  Columbus,  Ohio,  this  seventh  day  of  August, 
1913. 
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Corporation  Conrniission. 
The  Meux)N  Company  v».  <>ki,aiioma  Pubushing  CoMrANY, 

A  COEPOEATION. 

Cause  No.  1754— Order  No.  704. 
Dteided  May  tS,  1913. 

Duciimuudon  hy  Ncwspapcn  between  AdvertlKra — JnriBdicdon  of 

Cotnmisuon— Public   Nature   of   Newsp^wr   AdvertUins— Virtual 

Monopoly. 

The  complainant  herein,  engaged  in  a  general  merchandise  (nuiness  in 
Oklahoma  Cityi  complained  of  the  refusal  of  the  Oklahoma  Publishing 
Company  to  accept  the  complainant's  advertisements  at  the  same  ratea 
charged  other  advertisers  in  the  same  business  u^ng  an  equal  amount  of 
space. 

It  appeared  that  the  defendant,  which  published  the  only  morning  and 
Sunday  newspaper  of  general  circulation  in  the  dty,  had  recently  agreed 
to  extend  certain  rates  to  advertisers  contracting  for  advertising  within 
thirty  days  after  the  date  of  the  agreement,  but  hail  refused  the  complainant's 
request  for  a  contract  on  these  terms  because  of  an  unsettled  account  which 
was  in  dispute.  It  further  appeared  that  since  the  filing  of  this  complaint, 
hot  after  the  expiration  of  the  thirty  days,  the  disputed  account  had  been 
setded  satisfactorily. 

Two  questions  were  presented  for  the  Commission's  determination  : 

1.  The  jurisdiction  of  the  Commission  over  the  rates  charged  for  ad- 
vertising hj  die  defendant; 

2.  The  ri^t  of  the  complainant  to  a  contract  in  accordance  with  the 
terms  of  the  offer  which  had  expired. 

Held:  1.  That  under  the  common  law  and  the  customs  of  trade,  a  news- 
paper could  accept  or  refuse  advertising  from  any  and  all  patrons,  as  it 
saw  fit,  and  consequently,  if  the  Commission  has  jurisdicdon  in  this  ^atse, 
it  is  by  virtue  of  Section  8812  of  Snyder's  Compiled  Laws  and  not  under 
the  common  law ;  that  it  has  been  the  custom  of  newspapers  beyond  the 
memory  of  man,  to  advertise  for  all  legitimate  enterprises  and  a  firm  en- 
gaging in  business  in  Oklahoma  Otj  had  the  right  to  expect  that  it  could 
secttre  advertising  on  the  same  terms  as  its  competitors ;  that  a  newspaper 
may  at  any  'time  limit  the  character  of  the  business  for  whidi  it  will  ad- 
vertise, but  it  may  not  discriminate  between  advertisers  of  the  same  class; 
that  the  Commission  has  jurisdiction  in  this  case  by  virtue  of  the  statute,  for 
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the  reuon  that  the  defendant  has  an  absolute  monopoly  of  the  mominK 
and  Sunday  advertismg  field  in  Oklahoma  City  and  the  opportunity  to  ad- 
Tertiie  is  essentia]  to  the  profitable  conduct  of  business  in  the  city. 

HtU:  2.  That  in  view  of  the  fact  that  the  existence  of  a  bono  fid*  dispute 
was  die  occasion  of  the  defendant's  previous  refusal  of  the  complainantfa 
demand  for  a  contract  within  the  diirty  day  ilrait,  the  defendant  may  at 
this  time  extend  the  privilege  of  the  special  rates  to  the  complainant  without 
discrimiuation  and  without  reopening  the  proportion  as  to  other  adrer- 
'  liaers  who  made  no  effort  to  secure  a  contract  within  the  time  limit.* 

APPEABANCBa : 

Douglass  B.  Crane,  attorney,  for  the  complainant 
Bunoell,  Crockett  and  Johnson,  B.  L.  Fulton,  atboTtu^n, 

(or  the  defendant 

Findings  op  Fact.  Opinion  and  Obdbe. 

By  the  Commisaion: 

The  complainant  alleges  in  snbstance  that  the  Mellon  Com- 
pany is  engaged  in  the  retail  dry  goods  and  general  merchan- 
dise bnsinesH  in  Oklahoma  City;  that  the  defendant  is 
pabliehing  the  only  morning  and  Sunday  newEq;»apeT  of 
general  oironlation  in  Oklahoma  City;  that  it  is  engaged  in 
advertising  and  has  a  regular  schedule  of  rates  charged  for 
advertising,  but  refuses  to  permit  the  complainant  to  ad- 
vertise at  the  regular  rates  charged  other  merchants  osing 
the  same  amount  of  space  and  will  only  permit  the  defendant 
to  advertise  at  what  is  known  as  the  short  optional  rate  of 
11.00  per  inch.  It  further  alleges  that  hj  reason  of  the  nature 
and  extent  of  the  bnsineRs  of  the  defendant  it  has  a  virtual 
monopoly  on  the  morning  advertising  and  that  the  public 
must  use  the  paper  of  the  defendant  for  its  morning  ad- 
vertising, and  prays  that  the  Commission  order  the  defendant 
to  advertise  for  the  complainant  at  the  same  ratea  that  are 
given  other  advertisers  engaged  in  the  same  line  of  business. 

Defendant,  in  its  answer,  admits  said  newspaper  has  a 
large  circulation  in  Oklahoma  City  and  County;  that  it  has 
a  schedule  of  rates  based  upon  the  amount  of  advertising  and 
space  taken  and  the  length  of  time  of  advertising  contract; 
that  the  schedule  was  put  into  effect  on  February  10,  1913; 

■Editor's  taeadnote. 
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Uiat  said  rates  are  only  used  under  special  contract;  that 
the  defendant  only  enters  iutu  special  contract  with  parties 
it  deems  to  be  morally  and  financially  responsible.  It  alleges 
that  it  entered  into  another  contract  with  the  complainant 
solely  for  the  reason  that  the  complainant  under  the  former 
contract  was  required  to  take  the  amount  of  space  at  the 
rate  therein  specified.  The  defendant  admits  that  some  time 
after  January,  1913,  the  complainant  requested  the  defendant 
to  insert  a  certain  advertisement  under  the  terms  of  the 
former  contract,  whereupon  the  complainant  was  informed 
that  it  had  violated  the  terms  of  the  contract  which  was  re- 
ferred to  in  the  pleadings  as  Exhibit  "A,"  and  that  it  could 
not  advertise  further  until  the  complainant  had  paid  for  the 
advertisement  which  the  defendant  claimed  to  be  due  under 
contract  Exhibit  "A." 

The  defendant  further  alleges  that  it  is  a  private  corpora- 
tion, engaged  in  private  business;  that  the  nature  and  extent 
of  such  business  is  not  such  that  the  public  must  use  the 
same  and  is  not  such  as  to  a£fect  the  community  at  large  as 
to  supply,  demand,  price  or  rate  thereof. 

The  defendant,  before  filing  an  answer  in  this  case,  filed 
a  demurrer  to  the  jurisdiction  of  the  Commission,  and  to 
the  sufficiency  of  the  allegations  in  the  complaint. 

The  admitted  facta  in  this  case  are,  that  during  the  mouth 
of  January,  1913,  the  advertisers'  association  and  the  Okla- 
homa Publishing  Company  settled  a  controversy  which  lifl(i 
been  going  on  for  a  few  weeks,  by  the  terms  of  which  setll:' 
ment  it  was  agreed  at  the  time,  that  those  who  had  signed 
up  contracts  under  advance  schedule  of  rates  would  be  given 
thirty  days  in  which  to  sign  a  new  contract  under  the  agreed 
schedule  as  now  in  force;  that  during  the  month  of  January, 
1913,  the  Mellon  Company  offered  to  sign  a  ten  thousand 
inch  contract  for  sixty  cents  per  inch  in  the  week  days  issue 
and  sixty-seven  cents  per  inch  in  the  Sunday  issue ;  that  the 
Oklahoma  Publishing  Company  refused  to  permit  com- 
plainant to  sign  the  contract  unless  the  December  and  por- 
tion of  the  January  account  next  preceding  were  settled,  the 
amount  of  which  account  at  that  time  was  in  dispute. 

The  points  in  dispute  as  to  the  facts  are  that  the  defendant 
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insists  that  when  it  made  the  general  settlement  with  the 
coimuittee  of  advertisers  it  only  ajireod  to  euter  into  new 
contracts  with  advertisers  whose  moral  and  financial 
responsihility  was  satisfactoi-y,  and  who  were  not  at  that 
time  indebted  or  in  arrears  for  previuus  advertising,  and 
denies  that  the  complainant  offered  to  pay  it  in  advance  for 
tlie  advertising. 

It  is  nowhere  alleged  in  the  pleadings  or  insisted  npon 
by  The  Oklahoman  that  the  Mellon  Company  is  morally  and 
Qnanoially  unsatisfactory  othei"  than  may  lie  inferred  from 
the  controversy  over  the  former  disputed  bill,  which  has, 
since  the  bearing  of  this  case,  been  adjuste<l  and  paid,  and 
the  Commission  has  been  so  informed  by  the  parties  to  this 
proceeding  and  here  states  the  same  as  one  of  the  admitted 
facts  in  the  case. 

It  now  appears  that  the  only  controversy  lietween  the 
parties  is  whether  or  not  the  Mellon  Tompany  is  entitlwl  to 
the  special  rate  which  re(]uires  contracts  to  \»e  signed  within 
thirty  days,  or  must  it  advertise,  if  at  all,  at  the  short  term 
optional  contract  rate  of  |1.00  per  inch. 

We  will  consider  the  demiirrer  which  goes  to  the  jurisdic- 
tion of  the  Commission  in  connection  with  the  jurisdictional 
questions  arising  out  of  the  facts;  this  involves  the  considera- 
tion of  the  character  of  business  of  defendant  as  to  whether 
the  puldic  has  such  an  interest  therein  tliat  it  is  subject  to 
regulation  by  the  State.  The  facts  relating  to  that  proposi- 
tion are  that  The  Oklahoman  is  the  only  morning  paper 
published  in  Oklahoma  City  and  County  which  has  a  general 
circulation  suited  to  advertising,  and  is  the  ouly  Sunday 
paper  published  in  the  city.  Sunday  is  conceded  to  be  a 
desirable  advertising  day,  and  for  tliat  reason  tlie  rate.s  on 
Sunday,  not  only  for  The  Oklahoman  but  for  all  papers,  are 
usually  higher. 

Under  the  common  law  it  was  not  inherently  or  necessarily 
illegal  for  one  person  to  refuse  to  deal  or  to  continue  to  deal 
with  another.  The  refusal  to  maintain  trade  relations  with 
an  individual  is  an  inherent  right  which  every  person  may 
exerciwc  lawfully  so  long  as  the  public  has  no  general  in- 
terest therein  and  so  long  as  tlie  business  relations  can  I>e 
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withdrawn  without  injury  to  another;  not  when  such  in- 
jured person  had  a  right  to  believe,  in  tlie  establishment  of 
his  business,  that  be  would  l>e  accorded  the  same  service  as 
had  formerly  been  the  custom  and  when  such  service  may 
affect  hie  business;  especially  is  this  true  where  the  relations 
are  withdrawn  from  a  business  and  Extended  to  a  com- 
petitor in  the  same  business. 

Some  of  the  earlier  cases  have  laid  down  rules  that  do 
not  apply  to  modern  conditions,  most  of  which  have  been 
overruled  by  later  court  decisions  applying  the  law  to  the 
modern  coKtom  established  with  reference  to  business  re- 
lations. In  the  case  of  Collins  vs.  Amei-ican  News  Company, 
39  N.  y.  260,  the  court  announcing  the  former  view  used 
the  following  language: 

"Supposing  for  example,  the  papier  manufacturers  from  whom  these 
publishers  obtained  their  supply  of  paper  should  combine  and  agree  that  be- 
cause of  the  economic  or  political  principles  advocated  by  tba  paper  in 
question,  to  which  they  were  opposed,  they  would  not  sell  the  publishers 
any  more  paper,  and  suppose,  further,  that  the  manufacturers  weie  the  only 
ones  who  could  furnish  the  paper  required  by  these  publishers  and  that  the 
consequences  of  such  refusal  would  cause  the  publishers  very  great  pecuniary 
loss,  would  it  be  within  the  power  of  any  court,  in  the  absence  of  some 
binding  agreement,  to  compel  tlie  manufacturer  to  sell  their  paper  to  the 
publishers?  Assuredly  not.  There  is  no  place  in  any  system  of  jurisprudence 
yet  devised  for  the  principle  that  a  man  may  be  compelled  to  sell  his  goods 
or  his  labor  because  his  refusal  so  to  do  may  cause  loss  to  him  who  wants 
them." 

Suppose  the  above  rule  announced  were  applied  to  the 
defendant  and  that  the  paper  trust,  if  there  be  one, 
absolately  refused  to  sell  The  Oklahoman  paper  at  any  price, 
and  this  policy  was  continued  until  only  such  newspapers 
were  allowed  to  run  as  would  advocate  the  policies  prescribed 
by  the  paper  manufacturer,  would  modern  thought  or 
modern  conditions  uphold  such  a  rule?  If  a  rule  of  law  is 
sound,  it  is  sound  when  applied  to  the  most  extreme  hypo- 
thetical case. 

In  the  case  of  Locker  vs.  American  Tobacco  Comimny. 
lOfi  N.  Y.  115,  the  same  court  says: 

"Now  the  American  Tobacco  Company,  like  any  corporation  or  person, 
may  refuse  to  sell  its  goods  to  the  plaintiff  or  to  any  one  for  any  reason 
or  no  reason — at  all  events  unless  it  is  such  a  monopoly  thai  sufficient  tobacco 
goods  can  be  got  of  no  one  else,  which   is  not  alleged," 
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Tbe  above  conclusions  of  tlie  court  differ  materiallj  from 
tliose  in  the  case  fii'st  aliove  quutcd  from  aiicl  mIiow  the  treod 
of  a  more  modern  judicial  mind. 

Under  our  law,  cases  have  come  before  the  Gommiasiou 
where  merchants  have  complained  Lhat  millers  or  other 
manQfacturers  hare  established  an  agency  and  especially 
advertised  their  business,  praying  that  they  be  required  to 
sell  their  products  to  other  merchants  in  the  same  town.  Tbe 
Commission  has  thus  far  failed  to  make  any  order  in  cases 
of  this  kind,  and  will  probably  not  do  so  when  it  is  shown 
that  the  ultimate  consumer  is  not  incouvenienced  and  can 
secure  tbe  commodity  at  the  same  price.  A  manufacturer 
of  commodities  should  be  permitted  to  select  its  agent  of 
distribution,  even  though  it  may  have  a  virtual  monopoly, 
so  long  as  the  price  is  not  increased  to  the  consumer  and  tbe 
product  is  so  placed  that  the  consumer  can  secure  the  same 
without  inconvenience. 

All  of  the  early  decisions  of  the  courts  touching  upon  the 
subject  of  the  use  of  private  property  were  based  upon  the 
common  law  and  before  the  law  had  been  extended  by 
statutory  law  or  the  object  covered  by  the  same  had  been 
increased.  Justice  Waite  in  tbe  cane  of  Munn  vs.  Illinois, 
94  U.  S.  113,  said : 

"A  body  politic  as  aptly  defined  iit  the  preamble  of  the  Constitution  of 
Massachusetts  is  a  social  compact  by  which  the  whole  people  covenants  wjtb 
each  citizen  and  each  citizen  with  the  whole  people  that  all  should  be  governed 
by  certain  laws  for  the  common  good.  This  does  not  confer  power  upon 
the  whole  people  to  control  rights  which  are  purely  and  exclusively  private, 
but  it  doca  a.uthorize  the  establishment  of  laws  requiring  each  citizen  to  so 
conduct  bimself  and  ao  use  his  own  property  as  not  unneceisarily  to  injure 
another.  This  is  the  very  essence  of  government.  From  this  source  come 
the  police  powers,  which  are  nothing  less  than  the  powers  of  government 
inherent  in  every  sovereignty,  that  is  to  say,  the  power  to  govern  men  and 
things.  Under  these  powers  the  government  tegulates  the  conduct  of  its 
citizens  one  towards  another,  and  the  manner  in  which  each  shall  use  his 
own  property  when  such  regulation  becomes  necessary  for  the  public  good. 
In  their  exercise  it  has  been  customary  in  England  from  time  immemorial 
and  in  this  country  from  its  first  colonization  to  regulate  ferries,  common 
carriers,  hackmen,  bankers,  millers,  wharfingers,  innkeepers,  etc.,  and  in  so 
doing  to  fix  a  maximum  of  charge  to  be  made  for  services  rendered,  ac- 
commodation furnished  and  articles  sold." 
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At  the  bottom  of  the  same  page,  Justice  Waite  further 
sajs: 

"Looking  then  to  the  common  law,  from  whence  came  the  right  which  the 
Constitution  protects,  we  find  that  when  private  property  is  affected  with  a 
public  use  it  ceases  to  be  juris  privati  only******* ;  when,  therefore,  one  de- 
votes his  property  to  a.  use  in  which  the  public  has  an  interest,  he  in  effect 
grants  to  the  public  an  interest  in  that  use,  and  must  submit  to  be  con- 
trolled by  the  public  for  the  common  good,  to  the  extent  of  the  interest  he 
has  thus  created.  He  may  withdraw  his  grant  by  discontinuing  the  use; 
but  so  long  as  he  maintains  the  use,  he  must  submit  to  the  control." 

The  case  of  Munn  vs.  Illinois,  just  quoted  from,  is  one  in 
which  the  statute  of  Iliioois  was  upheld  by  the  Supreme 
Court  of  the  United  States  as  constltational,  wherein  the 
State  sought  to  regulate  privately-owned  grain  elevators 
in  Chicago,  and  the  court  declared  three  questions:  First. 
Under  the  limitations  npoa  the  legislative  power  of  the 
states,  imposed  \>j  the  Constitution  of  the  United  States,  the 
J.«giBlature  of  Illinois  can  fix  by  law  the  maximum  charge 
for  the  storage  of  grain  in  warehouses  at  Chicago  and  other 
places  in  the  State.  Second.  When  private  property  is  de- 
voted to  a  public  use,  it  is  subject  to  regulation.  Third.  A 
mere  common  law  regulation  of  trade  or  business  may  be 
changed  by  statute. 

Uiuler  the  common  law  and  the  customs  of  trade  a  news- 
paper couM  advertise  for  any  and  ali  parties,  at  its  will,  and 
could  withhold  advertising  as  it  saw  proper.  The  Legislature 
of  Oklahoma  enacted  a  law  (Section  8812,  Snyder's  Compiled 
TjawB,  1909)  as  follows: 

"Whenever  any  business,  by  reason  of  its  nature,  extent  or  the  existence 
of  a  virtual  monopoly  therein,  is  such  that  the  public  must  use  the  same  or 
its  services,  or  the  consideration  by  it  given  or  taken  or  offered,  or  the 
commodities  bought  or  sold  therein,  or  offered  or  taken  by  purchase  or  sale, 
in  such  a  manner  as  to  make  it  of  public  consequence  or  to  affect  the  com- 
munity at  large,  as  to  supply,  demand  of  price  or  rate  thereof,  or  said  busi- 
ness is  conducted  in  violation  of  the  lirst  section  of  this  Act,  said  business 
rs  a  public  business,  and  subject  to  be  controlled  by  the  State,  by  the  Cor- 
poration Commission,  or  by  an  action  in  any  district  court  of  the  State,  as 
to  all  of  its  practices,  prices,  rates  and  charges,  and  it  is  hereby  declared 
to  be  the  duty  of  any  person,  firm  or  corporaticm,  engaged  in  the  public 
business,  to  render  its  services  and  to  offer  its  commodities,  or  either,  upon 
reasonable  terms,  without  discrimination,  and  adequately  to  the  need  of  the 
public,  considering  the  fadlities  of  said  buuness." 
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If  the  Commisaion  lias  jurisdiction  in.  this  eaw  if  is  l)y 
virtue  of  the  almve  statute  and  not  under  tlie  couunim  law. 

However,  in  the  oase  of  Inter-Occan  Compatiy  vs.  .Is- 
sooiated  Presn,  184.    III.  438,  the  court  said: 

"The  Associated  Press  from  the  time  of  its  organiiation  and  establishment 
in  business  sold  its  news  reports  to  various  newspapers  who  became  members 
and  the  publication  of  that  news  became  of  vast  importance  to  the  public 
so  that  the  public  interest  is  attached  to  the  dissemination  of  that  news. 
The  manner  in  which  that  corporation  has  used  its  franchise  has  charged 
its  business  with  a  public  interest.  It  has  devoted  its  properly  to  a  public 
use  and  has  in  effect  granted  to  the  public  such  an  interest  in  its  use  that  it 
must  submit  to  be  controlled  by  the  pubhc  for  the  common  good,  to  the 
extent  of  the  interest  it  has  thus  created  in  the  public  in  U*  privntc  property." 

In  support  of  this  opinion  is  cited  A'cic  York  and  Chicago 
Grain  and  Stock  Exchange  vs.  Hoard  of  Trade,  127  111.  153. 
in  which  case  suit  was  brouffht  to  compel  the  Board  of  Trade 
to  furnish  market  quotations.    At  page  163  the  court  said  : 

"Assuming  these  market  quotations  and  reports  are  property  and  the 
private  property  of  the  Board  of  Trade,  yet  if  they  have  b««i  so  used  liy 
the  Board,  and  by  the  telegraph  company  with  the  knowledge  and  consent 
of  the  Board,  as  to  become  affected  with  a  puHic  interest,  they  are  subject 
to  such  public  regulation  by  the  legislature  and  the  courts  as  is  necessary 
to  prevent  injury  to  such  public  interest.  The  doctrine  in  question  has  ap- 
plication both  to  the  property  of  individuals  and  of  corporations,  and  it  is 
therefore  immaterial  that  any  such  corporation  may  be  a  mere  private  cor- 
poration. If  Ihe  interest  is  public,  then  it  is  necessarily  to  all  alike,  common 
to  all  and  upon  equal  terms.  The  doctrine,  as  applied  to  the  matter  of 
these  market  quotations,  would  forbid  that  a  monopoly  should  be  made  of 
them  by  furnishing  them  to  some  and  refusing  them  to  others  who  arc 
equally  willing  to  pay  for  them  and  be  governed  by  all  reasonable  rules  and 
regulations,  and  would  prevent  the  Board  of  Trade  or  the  telegraph  ctrni- 
panies  from  unjustly  discriminating  in  respect  to  the  parties  who  wilt  be 
allowed  to  receive  them." 

It  has  been  the  custom  that  runnetli  heyond  the  memori- 
of  man,  that  nen-epapers,  such  as  The  Oklahoman,  have  ad- 
vertised for  all  legitimate  enterprises,  and  when  a  firm  en- 
gaged in  business  in  Oklahoma  it  had  a  right  to  believe  that 
it  could  secure  advertising  at  the  same  rates  and  under  the 
same  ccmditions  and  circumstances  as  its  competitors.  The 
public  has  been  trained  to  look  to  the  newspapers  to  as- 
certain where  they  ma.v  purchase  the  desirable  commodities 
at  desirable  prices. 
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It  IB  urged  with  much  force  by  the  newspapers  and  ad- 
vertisers that  a  biisinens  in  u  town  the  size  of  Oltlahoma  Oitj 
caiuiot  be  aaocessfuUy  or  profltaldy  operateil  witbout  ad- 
vertising in  at  least  one  or  more  of  the  principal  newspapers 
of  such  city.  We  concede  this  to  be  true.  If  such  in  the  case, 
it  puts  it  within  the  power  of  a  newspaper  like  The  Okla- 
homan  to  say  who  can  do  buslneBS  in  Oklahoma  City,  by 
advertising  for  one  basiness  concern  and  refusing  to  adver- 
tise for  others  in  the  same  line  of  business.  A  newspaper  may 
at  any  time  limit  the  character  of  business  for  which  it  will 
advertise.  It  has  a  right  to  refuse  advertising  tliat  is  con- 
trary to  the  policy  of  the  paper.  If  the  paper  is  published 
advocating  the  economic  principles  announced  by  a  certain 
political  party,  the  large  number  of  its  subscribers  are 
usually  of  that  economic  or  political  faith.  It  would,  there- 
fore, have  a  right  to  refuse  advertisements  advocating 
principles  which  may  have  the  effect  of  injuring  the  paper. 
A  newspaper  of  this  kind  may  refuse  to  advertise  for  all  peo- 
ple engaged  in  the  dry  goods  business,  but  if  it  advertises 
for  one  merchant  it  must  advertise  for  all  in  the  same  town 
at  the  same  rates. 

The  Oklakoman  has  an  absolute  monopoly  upon  the  Sun- 
day advertising  in  Oklahoma  City.  It  lias  a  monopoly  upon 
ail  morning  advertising  in  Oklahoma  f'ity.  We  must  cim- 
cede  therefore  tliat  the  Commission  has  jurisdiction  to  make 
the  proi>er  order  in  this  case.  - 

It  appears  tliat  the  only  difference  now  between  the  com- 
plainant and  defendant  is  whether  tlie  complainant  should 
he  accorded  the  privilege  of  entering  into  a  C(»ntract  the 
offer  of  which  was  limited  to  thirty  days,  and  which  was 
refused  by  the" defendant  for  the  reasons  hereinbefore  stated. 
The  Commission  is  of  the  opinion  that  there  was  a  real  con- 
tentiiin  between  the  parties  whether  there  was  any  indebted- 
ness, and  if  so,  as  to  the  amount  due,  which  has  been  ad- 
justed. The  question  now  with  the  defendant  is,  can  it  grant 
to  the  Mellon  Company  the  thirty  days  privilege  without 
oi>ening  np  the  proposition  to  ail  other  subscribers  at  this 
time.  Under  the  circumstances  in  this  case,  we  are  (»f  the 
opinion  that  it  can  do  so  without  being  subject  to  criticism 
on  account  of  discrimination. 
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We  do  not  deem  it  iieceRwiry  at  this  time  to  make  a  definite 
order  in  this  case,  but  will  authorize  The  Oklalunaan  to  con- 
tract with  the  Mellon  Company  on  snch  terms  as  it  may  see 
proper,  as  to  the  payment  of  contract  price  for  advertising, 
am)  that  it  may  accord  to  the  Mellon  Company  tlie  privilege 
of  the  thirty  days  contract  without  discrimination  against 
other  advertisers  who  made  no  effort  to  enter  into  a  contract 
during  the  thirty  days  period. 

Should  the  suggestions  herein  not  be  acted  upon,  the  Com- 
missi<m  will,  within  a  reasonable  time,  make  a  definite  onler, 
at  the  request  of  either  party. 

Oklahoma  City,  Oklahoma,  May  28,  1913. 
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nine  Years.    July  19.  1913 1112 

In  the  Matter  of  the  Hearing  on  the  Motion  of  the 
Commission  upon  the  Question  of  the  Rates  and 
Charges  of  the  Brooklyn  Borough  Gas  Com- 
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1913   IISO 

Herschell  Foutz  vs.  The  Ohio  Fuel  Company.  No. 
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ABANDONMENT.     (See  Equipment;  Lines;  Plant.) 

ACCOUNTS: 

amortization,  items  chargeable  to 931 

capital: 

difference  between  purchase  price  and  par  value  of  underly- 
ing bonds,  chargeable  to 931,  934-935 

improvements  and  betterments  chargeable  to I0I1-IO12. 

depreciation:  1014,  1016 

and  maintenance,  to  be  kept 975,  977,  987 

items  debited  and  credited  to 956,  96fr-961 

maintenance,  items  chargeable  to 956,  960-961 

ADDITIONS.     (See  Betterments;  Extension  of  Lines.) 

ADMINISTRATION: 

allowance  for  U33,  1141 

ADVANCE  PAYMENT  900,  975,  990 

diminishes  expenses  9fff 

discount  of  10%  allowed 9ft 

ADVERTISING: 

allowance  for  in  estimating  operating  expenses 891 

directory,  revenue  from 8S) 

AERIAL  LINES: 

construction  permitted  in  outlying  districts 1009-1010 

placing  underground  919,  1007-1009 

ALARM  BELLS: 

night  service  915-917,  961,  996.  998,  1001 

ALLIANCE,  NEBRASKA: 

substitution  of  metallic  circuits  for  grounded  lines S73 

AMORTIZATION   1 146-1147 

bonds,  discount  on 1105,  1109 

depreciation,  accrued   1052,  1060 

difference    between    sale    price    and    par    value    of    refunding 

bonds    931.  934-935 

APARTMENT  HOUSES: 

rates   «» 
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APEX,  NORTH  CAROLINA: 

ntu  936 

APPEALS: 

municipal  ordinances,  from,  commission  has  no  power  to  pass 
upon  916-926 

ASSESSMENTS: 

stockholders',  rates  substituted  for 962-963 

AURORA.  OREGON: 

withdrawal     from     territory    by    one     company    in    favor    of 
another   949-9S0 

BAD  DEBTS: 

allowance  for,  in  operating  expenaes 891,  1144-1146 

BEATRICE  NEBRASKA: 

consolidation  of  exchanges  and  revision  of  rate  schedules. .898-906 

BELLS: 

alarm,  for  night  service 91S-917,  961,  996.998.  1001 

extension,  rates 884,  894,  898,  901 

BETTERMENTS: 

proposed,  included  in  valuation 1143 

stock  iasne: 


or  refunding  coupon  certificate  issue  for 1084,  ; 

payment  of  ontstaading  liabilities  and  for 1011-1017 

BILLS: 

inclusion  of  tenants'  consumption  in  proprietors',  to  give  pro- 
prietor lower  rates llSO-1 152,  1 154-1162 

non-payment  of  former,  refusal  to  give  service  because  of 939 

uncollectible,  allowance  for 891,  1144-1146 

BOARDING  HOUSES: 

rates  900-901 

BONDS: 

basis  for  purchase  or  exchange  of  outstanding 531,  ''H-I^S 

collateral  security,  use  as 1105,  1109 

considered  in  valuation  of  property 1067-1069 

discount  on,  amortization 1105,   1109 

exchange,  basis  for,  of  outstanding 931,934-935 

issue: 

acquisition  of  property 1105-1111 

company    whose    prospects    are    doubtful,    disapproval 

of  1106,  1110-1111 

collateral  security   1091,  1093,  1095 

limited  to  amount  of  paid-up  stock 1113,  1120 

prior  to  public  utilities  act  but  before  any  money  had  been 
paid    1091-1096 
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BONDS — Continued:  _ 

issue — Continued: 

refunding  of  obligations,  outstanding  bonds 931 

value   of   property  to  be  acquired   considered   in   authoriz- 
ing    1105.  1107-1111 

refunding,  exchanged  for  underlying,  exchange  taken  as  basis 
of  outstanding  bonds  931,  934-935 

sale: 

at  80%  of  par  1105,  1109 

at  not  less  than  80%  of  par 1091.  1093,  109S 

S3-\/39c  of  par  and  accrued  interest 931-932 

at  not  more  than  100%  of  par  value 931,  934 

extension  of  lines  1091,  1093.  1095 

reports  935.  109S 

value    of,   relation    between    value   of  property   to   be   acquired 
and   1105.  1107-1111 

BOOK  VALUE: 

considered  in  making  valuation  of  property 896 

plus  cost  of  improvements,  as  basis  for  valuation 877,  880-881 

BOOTHS: 

location  of.  to  maintain  privacy 996-997,  999-1001 

BROOKLYN,  NEW  YORK: 

rate   reduction   for  gas   service 1123-1149 

BUENA  VISTA.  CALIFORNIA: 

franchise    limiting    power    of    commission,    approval    withheld, 
pending  amendment    1099-1102 

CALIFORNIA— RAILROAD  COMMISSION: 

jurisdiction: 

police  and  sanitary  regulation  of  public  utilities  not  with- 
in  1037-1040 

renewal    of    short-term    promissory    notes 1040-1M3 

CALL  WORDS: 

used  instead  of  numbers  for  telegraph  companies,  forbidden. .870-871 

CALLAWAY,  NEBRASKA: 

changes   in   toil    rates    886 

CANCELLATION.     (See  Rates:  schedules.) 

CAPITAL  ACCOUNTS: 

difference  between  purchase  price  and  par  value  of  underlying 

bonds,  chargeable  to 931.  934-935 

extensions  and  betterments,  chargeable  to 1011-1012,  1014,  1016 

CAPITAL  STOCK: 

bond  issue  limited  to  amount  of  paid-up 1113,  1120 

considered  in  valuation    1049,  1131 

i=.sue.  construction 8S5 
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CAPITAL  STOCK— Continued: 

issuf — Continued: 

directors,  to.  not  subject  to  approval  of  commission 1085 

extensions  and: 

betterments    861-862 

difference  in  cost  between  old  and  new  equipment.  .1097-1098 

in    Hen   of   unauthorized    stock , 861-862 

new  stock  to  rank  pari  passu  with  old 1011,  1016 

payment  of  property  and  for  additions 1084-1090 

promotion  ejcpenses,  for 1084-10S6,  1089 

preferred: 

issue    for    payment    of  outstanding  liabilities    and    for   ex- 
tensions and  betterments   1011-1017 

sale  at  par 10!1.  1014,  1016 

pro  rata  sale  to  stockholders 1011,  1014-1015 

sale: 

at  not  less  than  par 874,  876.  88S.  1084-1087,  1089 

consolidation  and  extensions,  for 874-875 

refunding  notes    875-876 

reports    875-876.  885 

unauthorized,  substituted  by  authorized 861-862 

CAPITAL.     (See  also  Working  Capital.) 

CAPITALIZATION: 

consolidated  company,  not  to  exeeed  combined  capitalization  of 

separate    companies    1020.   1024 

replacements,  difference  between  cost  of  old  property  and.  ,1097-1098 

CERTIFICATES: 

public  convenience  and  necessity,  granted  to  second  company 

when  existing  utility  withdraws  from  field 8S3-8S7 

refunding  coupon,  proceeds  oF  sale  for  additions 1084,  1086-1069 

CLASSIFICATION: 

approval  of  system  of 866 

extension  telephones    938-939 

rates,  of,  should  be  made 950.  952-953 

CODE  RINGING: 

party-line    rates    869 

COLLATERAL  SECURITY: 

bonds  used  as 1091.  1093.  109S.  IIOS.  1109 

COLLECTIONS: 

excess,  from  scheduled  rates,  refund  for 849 

payment  in  advance  diminishes  expenses  of 907 

undercharges,  rates  less   than  scheduled 849 

COMMISSIONS: 

routing   of  messages.     See   also  Toll:  interline. 
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COMPETING  COMPANIES: 

controlled  by  same  company,  lease  of  lines  by  one  to  the  other, 

not  ai>proved  1025,  1027 

lease  of  lines  by  one  company  to  another,  not  approved..  1025-1030 
right  of  one  company  to  supply  commodity  to  be  used  in  terri- 
tory of  another  1034,  1036 

COMPETITIOH: 

promise  to  refrain  from,  not  sufficient  reason  for  grmnting  lower 
rate  to  proprietors  of  large  buildings 1157-115S 

(See  also  Dual  System  of  Telephones;  Public  Convenience  and 
Necessity.) 

COHPTON.  CALIPOBHIA: 

withdrawal  of  one  telephone  company  and  establishment  of 
another    853-857 

CONJUNCTIONAL  SERVICE IlSO-1152,  115*.115S 

CONNECTIHQ  COMPANIES: 

control  of  one  company's  operators  by  the  other,  forbidden.. 964-966 
(See  also  Physical  Connection.) 

CONSOLIDATION; 

approval  of  857-860,  862-864 

dual   system   of  telephones   eliminates   expense  and   inconveni- 


exchanges,  of,  rate  increase  upon 

n on- competing,   contiguous  lines 1Q2O-1024 

stock  issue  for  extensions  and 874-875 

CONSTRUCTION: 
cost: 

account  of.  must  be  kept 975,  977,987 

considered  in  valuation    1067 

interest    during    899,  903.    1141 

3%  allowance    1052 

piecemeal,  allowance  for 1133 

taxation   during    1141 

(See  also  Engineering;  Lines;  Plant;  Repairs;  Replacements.) 

CONSUMPTION: 

inclusion    of    tenants',    in    proprietor's,    to    secure   lower    rates 
deemed  discriminatory  11SO-1I52,  1154-1162 

CONTINGENCIES: 

allowance  for  899,  903.  1052,  1133.  1141 

5%   1076,  1081-1083 

CONTINUOUS  SERVICE.     (See  Service.) 

CONTRACTORS: 

profits    1133 
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CONTRACTS: 

control  of  one  company's  operators  hy  a  connecting  company, 

disapproval  of  964-966 

copies  of,  filed  with  commission 974,  977,  98S 

switching  service,  for 964-966 

CONVEY  ANCB8: 

in  fee,  long  term  leases  equivalent  to 1112-1116 


CO-OPERATIVE  ASSOCIATIONS: 

discrimination  in  ratea  between  members  and  non-members,  .950-954 
(See  also  Mutual  Companiei.) 

COST; 

construction,  account  of  must  be  kept 975,  977,  987 

franchises,  securinK  no  allowance   for 899,  903 

law  stamps,  paid  by  companies 1019 

nrw  equipment,  capitalization  of  difference  between  cost  of  old 

and    1097-1098 

original; 

considered  in: 

authorizing  bond    issae 1094 

lixing  rates  1050,  1131.  1135.  1139 

valuation  of  property 1065.  1067.  1070-1071.  1081-1083 

defined   1065 

placing  aerial  lines  underground,  borne  by  company 1007-1009 

reproduction,  new: 
considered  in: 

authoriiinR  bond  issue 1094 

stock  isstie   874,  876 

fixing  rates 877.  880^1. 

888.  890.  893.  89S.  898,  902.  904.  9SS,  9S8.  1050-1054 

valuation  of  property 1064,  1067, 

1071-1077,  1081-1083,  1135-1137,  1142 

minus  depreciation  accepted  as  present  value 1066,  1077- 10B3, 

nOS,  1108 

service,  considered  In  fixing  rates 878,  880-881, 

883,  888.  890-893,  89S.  909-912,  969,  972 

unit,  as  measure  of  value 1133 

(See  also  Expensea.) 

COUPON  CERTIFICATES: 

refunding,  sale,  proceeds  for  additions  to  plant 1084,  1086-1089 

(See  also  Bonds;  Capital  Stock;  Notes.) 

CROSSINGS; 

elimination  of  grade,  changes  in  wire  construction  necessitated 
by    1007-1009 

DAVET,  NEBRASKA: 

rates  for  ten-party  service 
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DEBTS: 

bad.  allowance  for 891,  1144-1M6 

property,  on.  subject  to  approval  of  commission 1113,  1120 

refunding  of     (See  Bonds:  issue;  Capital  Stock:  issue.) 
(See  also  Encnmbrancea.) 

DEFINITIONS: 

extension  telephones    938-939 

original    book    cost     106S 

present   valne    1065-1066 

public  utilities    928 

reproduction  value    1065 
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DEPRECIATION: 

accounts: 

items  debited  and  credited  to 956,  960-961 

record  required    975.  977,  987 

accrued,  considered  in  valuation 1135-1136,  1138 

allowance  for 1050.  1124.  1135-1136.  1138.  1142.  1144.  1146,  1148 

should  be  made lOTT-lOTt 

fund  for  1052,  1060.  113( 

past,  cannot  be  charged  to  current  expenses 1124,  1146-1147 

rate: 

8.21%  deemed  abnormal   878,  882 

9%  of  reproduction  cost,  new,  for  maintenance  and. .878,  882-883, 
888,  892-893.  896-897.  906-907 

7%  upon  reproduction  cost,  new 95S-956.  959,  961 

3%  on  present  value 1060 

20%  for  eight  years 1108 

2.5%   11(K.  1108 

reduction  of  dividends  to  restore  capital  impaired  by  failure  of 
company  to   set   aside   sufficient   fund  for 1124,   1146-1147 

sinking  fund  method   for  computing 10S3,  lOSO 

straight-line  method  for  computing 899.  906 

and    sinking    fund    method 10S3 

(See    also    Amortization;    Life    of    Plant;    Reprodwctlon    Cost; 
Valuation  of  Property.) 

DESK  TELEPHONES: 

rates    863,  901 

DEVELOPMENT: 

allowance  for  1141-1142 

land  held  for  future,  included  in  valuation 1123.  1139-1141 

(See  also  Organization.) 

DIRECTORIES  ^ 

revenue   from   advertisements 883 

telegraph   companies,   call   numbers   instead  of  call  words  listed 
in    87^871 
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DIRECTORS: 

stock  issue  to,  not  subject  to  approval  of  commission 108S 

DISCONTINUED  SERVICE.     (See  Service.) 

DISCOUHT: 

bonds,  on,  amortization    1105,  1109 

payment  in  advance 941 

prompt  payment  899-900,  907,  975,  977,  987,  1049 

(See  also  Penalties:  payment  in  advance.) 
DISCRIMINATION: 
rates: 

and  service  between  stockholders  and  non-atockho1ders..966,  968 
combination   for  business   and    residence   telephones   main- 
tained by  same  party 996,  1000-1001 

eliminated  by  charging  like  rates  for  similar  service..  ..865-866 

large  and  small  users,  between 1150,  1162 

members  and  non-members  between 950-954 

business  and  residence  service 950,  952-953 

party-line  and  individual  Iin«  service 996,  998-999,  1001 

stockholders  and  n  on -stockholders,  between 962-963, 

966.  968.  974,  97(^-979 
service: 

rules  regrulating  free  municipal  service,  to  eliminate S47-848 

"telegram"  used  as  call  word  for  certain  telegraph  company, 

declared    870-8n 

DIVIDENDS: 

reduction  to  restore  capital  impaired  by  failure  of  company  to 

set  aside  depreciation  fund 1124,  1146-1147 

7%  allowance  for 892 

stock,    stockholders    must   rely   upon,   for   return   upon    invest- 
ment   962-963.  968 

20%  on  present  value  deemed  excessive 955,  957-958 

2,5%  semi-annual  1116 

(See  also  Return  upon  Investment.) 

DIVISION  OF  TERRITORY.    (See  Territory.) 

DRVDBN,  MICHIGAN: 

approval   of  rate  schedules 867-868 

DUAL  SYSTEM  OF  TELEPHONES: 

consolidation  eliminates  expense  and  inconvenience.  .888-889,  893-894 

(See  also  Consolidation.) 
DUPLICATION  OP  PLANT: 

excluded  from  valuation 893-896,  898,  902 

lease  of  lines  causing,  not  approved 1025,- 1029 

(See  also  Dual  System  of  Telephones.) 
EARNINGS.     (See  Revenues.) 
EASEMENTS.     (See  Franchises^  Rights  of  Way.) 
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ELECTRIC  LIGHT  AHD  POWER  COMPANIES: 

nttes  1045-1064 

discrimination  between  large  and  small  users 1150-1162 

EMPLOYEES: 

free  service  to  ..: 975,989 

rates   883 

(See  &lso  Officers;  Operators.) 

ENCUMBRANCES: 

property,  on,  subject  to  approval  of  commission 1113,  1120 

(See  also  Debts.) 

ENGINEERING: 

allowance  for 899,  903,  1052,  1081-1083,  1133,  1141 

(See  also  Construction.) 

EQUIPMENT: 

tge.  considered  in  valuation  1135-1137 

old.  allowance  for 1138-1139 

stock  issue  for  replacement  of,  amotint  permissable 1097-1098 

value  of,  considered  in  valuation  of  propertj    1050,  1133-1138 

(See  also  Facilities;  Instruments:  Lines;  Plant) 

ESTABLISHING  BUSINESS.    (See  Organization.) 
EXCESS  COLLECTIONS.     (Sec  Collections.) 

EXCESS  MILEAGE  WO-943 

EXCESSIVE  RATES.     (See  Rates.) 

EXCHANGE  OF  SERVICES.    (See  Interchange  of  Service.) 

EXCHANGE  RADIUS: 

centre  for  measuring  excess  mileage  beyond 940,  942 

rates  beyond  884,  894,  898,  901,  940-943 

(See  also  Radius  for  Service;  Territory.) 
EXCHANGES: 

consolidation,  rate  increase  upon  88S-908 

discontinuance,  in  favor  of  another  company 949-950 

•    free  service  between  specified 887 

not  deemed  discriminatory    950,  952-953 

(See  also  Stations.) 
EXPENSES: 
operating: 

decreased  with  increased  consumption 1146 

item.s  chargeable  to 9S' 

refundinK  of  oulslandirg  bonds  not  chargeable  to 935 

considered  in: 

fixing  rales 887.  880^83. 

8'-n-y92.  fai-s-*;?,  904-907.  911-912,  955.  957.  959-961. 
1049,  1055-1059,  1142.  1144-1146 

valuation   1067,  1069-1070 

organization,  ^tnck  i.s.suc  for 10S6.  lOS" 

promotion,  stock  issue  to  pay I0''4-I0%.   10'^" 

(See  also  Revenues.) 
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EXTENSION  BELLS: 

rates  884,894,  898,501 

EXTENSION  OP  LINES: 

bond  sale  for  1091,  1093,  I09S 

feasibilit]r  of,  considered  in  approving  franchise 1IQ2 

lessor  to  make,  deemed  unfair  1025-1026 

proposed,  included  in  valnation   1143 

stock  issue  for  1084,  1086-1089,  1097-1098 

betterments    and    861 

consolidation  and    874-875 

through,  but  not  affording  local  patronage  to,  tetritoiy  serred  b^ 

another  companjr 1102 

(See  also  Betterments.) 

EXTENSION  TELEPHONES: 

classification  93S-939 

defined 938-939 

rates  868,  878,  883-884,  894,  898,  901,  90S,  947 

FACILITIES: 

duplication,  lease  of  lines  causing,  not  approved 1025,  1029 

(See  also  Equipment;  Plant.) 

FAIR  RETURN.  (See  also  Return  upon  Investment) 

FAIR  VALIJE.    (See  Valuation  of  Property.) 

PARH-LINBS: 

local  exchange  and,  constitute  nnit  of  service 969,  972, 

974-975,  981,  988 

rates 868-869,  878,  883-884,  889,  892-894,  897,  905.  908,  947,  957-958 

bnsines*  878-879 

flat  87ft^79 

increase  upon  installation  of  metallic  syatem 946 

residence 878-879 

switching   909-913,  964-966,  974,  982-984 

toll  879,  886 

(See  also  Mutual  Companies;  Switching  Service.) 

FINANCING: 

cost  of,  no  allowance  for  899,  903 

(See  also  Capitalization.) 

FLAT  RATES.  (See  Rates.) 

FRANCHISES: 

affecting  conduct  of  telephone  business,  copies  filed  with  com- 
mission    974,  977,  985 

approval  of,  withheld  pending  amendment   1099-1102 

of  another  compan/a  franchise 1102-1104 

cost  of  securing,  no  allowance  for  899,  903 

limiting    powers    of    commission,    approval    withheld,    pending 
amendment  1099-1102 
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FRANCHISES— Contintied : 
rates,  regnlating: 

approval  of   536 

approval  withheld  pending  amendment  1101 

subject  to  change  by  commission  898,  901-902 

(See  also  Rights  of  Way.) 

FREE  SERVICE: 

employees,  to   975,  989 

exchanges,  between  specified   887 

not  deemed*  discriminatory   9S0,  9S2-9SJ 

federal  and  state  governments,  to   966-967 

municipal  corporations,  to  936,  966-967,  97S,  989 

rules  regulating   847-848 

officers,  to  97S.  989 

railway  stations  to,  prohibited 966-968,  974,  984 

switching: 

between  exchanges,  not  deemed  discriminatory 950,  9S2-953 

toll   charge  instead    of 854^5 

FREMONT,  NEBRASKA: 

compulsory  physical   connection   for  toll   service 913-914 

FUEL: 
allowance  for  possible  increase  in  price  of   1149 

FUNDAMENTAL  COST.     (See  Cost;  original.) 

GAS  COMPANIES: 

approval  of  franchises  limiting  powers  of  commission,  withheld 

pending  amendment    I099-110Z 

rate  redaction    1123-1149 

regulations  for  gas  pressure  1123-1149 

GAUGES: 

pressure,  installed  for  gas  service 1124-1128 

(See  also  Meters.) 

GAYVILLE.  SOUTH  DAKOTA: 

switching  rates  964-966 

"GENERAL"  RATES.     (See  Rates.) 

GLOBE,  ARIZONA: 

rates  prescribed  by 


GOING  VALUE: 

allowance  for.  not  made 899,  903.   1105.   1109--I110 

rSee  also  Organization.) 

GOVERNMENT: 

free   ,=ervice   to    federal,    'itate   and    municipal OWi-W 

GRADE  CROSSINGS: 

,  changes  in  wire  construction,  necessitated  by.  ,1007-1009 
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GRAFTON,  NEBRASKA: 

consolidation  of  exchanges  and  rate  increase  893-898 

GROSS  RATES.     (See  Rates.) 

GROUNDED  LINE  SYSTEM: 

discontinued,  substituted  by  metallic  circuits  873-874 

rates   884 

(See  also  Metallic  Circuit  System.) 

HEAD  OFFICE.     (See  Administration;  Engineering.) 

HEARINGS: 

adjournment  of  formal,  upon  company's  acqniescence  to  rates..  1123 

HBRHOSA.  SOUTH  DAKOTA: 

free  and  reduced  rate  service  966-968 

HOOPER,  NEBRASKA: 

compulsory  physical  connection  for  toll  service 913-914 

HOURS: 

service,  for  915-916.  955,  957 

IMPROVEMENTS.     (See   Betterments.) 

INADEQUATE  SERVICE.     (See  Service.) 

INCOME.    (See  Expenses;  Revenues.) 

INCOMING  BUSINESS.    (See  Service:  one-way.) 

INCREASE.     (See  Rates;  Service.) 

INDECENT  LANGUAGE: 

service  discontinued  for  use  of  975,  990,  992 

subscribers  should  not  use  996,  999 

INDEPENDENT  COMPANIES.    (See  also  Competing  Companies; 
Co-operative  Associations;  Mutual  Companies.) 

INJURIES: 

personal,  during  construction,  allowance  for  liability  for.  ..1081-1083 

INSTALLATION  CHARGE 868 

INSTRUMENTS: 

installation  charge  868 

removal.     (See  also  Service:  discontinued.) 

subscribers  owning,  rental  to,  permitted    951,  953-954 

(See  also  £<tuipment.) 

INSURANCE: 

allowance  for 1055,  1059-1060,  1081-1083 
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INTERCHANGE  OF  SERVICE: 

rates  969-973 

(See  also  Physical  Connection;  Switching  Service.) 

INTEREST: 

construction,  during   899,  903,  1081-1063,  1141 

3%  allowance  for  1052 

securities,  on,  as  high  as  rental  of  lines  for   the  purchase  of 

which  securities  have  been  issued 1106,  1109 

(See  also  Return  upon  Investment.) 

INTERLINE  TOLL.     (See  Routing  of  Messages;  Toll:  interline.) 

INTERRUPTIONS  TO  SERVICE: 

no  rental  for  period  of  disuse  976,  991-992 

INTERSTATE  TOLL: 

reports  of,  to  be  filed  with  commission  944-945 

INTER-ZONE  RATES.    (See  Rates.) 

INVENTORIES.     (See  Valuation  of  Proper^.) 

INVESTIGATIONS: 

rates,  by  state  commission  1003-10Q5 

IRREGULAR  RATES.     (See  Rates:  deviations.) 

JEFFERSON  COUNTY,  OHIO: 

reduction  of  mileage  rates  beyond  exchange  radius 940-943 

JUNK  VALUE.     (See  Scrap  Value.) 

JURISDICTION: 

appeals  from 1114,  1119 

municipal  ordinances  not  within  commission's 919-926 

encumbrances  on  property  1113,  1120 

franchises  fixing  rates  subject  to  commission's 879,  898,  90l-9(B 

issuance  of  securities  to  lessee  by  lessor  1113,  1118-1119 

mortgages  covering  property  in  different  jurisdict>ona....lll3,  1121 

municipal  ordinances,  not  subject  to  cofflmiuion's 919-926 

mutual   companies   not   witKia   commiBsioo's 927-930 

police  and  sanitary  regulations  of  public  utilities  not  within  com- 
mission's     1037-1040 

renewal  of  short  term  promissory  notes,  over 1040-1043 

sale  of  property,  over 1113,  1121-112Z 

LABOR: 

allowance  for,  in  operating  expenses  10S5,  1060 

cost  considered  in  valuation  of  property  1133 

LAND: 

appreciated  value  considered  in  valuation 1132,  1139-1142,  1146 

held  for  future  development,  included  in  valuation.  ..1123,  1139^1141 
market  value  basis  for  valuation 1073-1074,  lOBl-lOS} 

XX 
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LAN  D — C  ontinued : 

not  used  and  useful  to  public,  excluded  from  valuation  in  rate 

fixing  cases    1050-1052 

overhead  charges  on,  not  approved; )0?2-1074 

LANGUAGE: 

proper,  service  discontinued  if  subscriber  does  not  use . ,  .975.  990,  992 


lines: 

approval,  discretionary  with  commission 1112,  Ills'!  119 

long  term: 

equivalent  to  a  conveyance  in  fee  1112,  1116 

impairing  powers  of  commission,  approval  withheld. 1112-llj£f 

parallel  and'competing  lines,  not  approved  1025-1030 

effect  of  guaranteed,  upon  rates  1112,  1117-1118 

6?!.  on  capital  stock 1112,  1116 

long  term,  impairing  powers  of  commission,  approval  withheld. 1112- 

U22 

terms  of,  unfair  1025 

(See  also  Sale  of  Property.) 

LEGAL  EXPENSES: 

allowance  for  898.  903,  1052.  1055,  1058,  1060.  1081-1083 

LEXINGTON,  NEBRASKA: 

rates  for  metallic  service 877-885 

LIABILITIES: 

outstanding,  stock  issue  for  payment  of 1011-1017 

LIFE  OP  PLANT: 

considered  in  valuation   1053,  1134-1136 

(See  also  Depreciation.) 

LINES: 

abandoned,  excluded  from  valuation  of  property 888,  890, 

893.  898.  902 

aerial,  construction  permitted  in  outlying  districts  1009-1010 

bnilt  by  subscribers: 

rental  for,  permitted    951,  953-954 

service  discontinued  947-948 

extension: 

bond  sale  for   1091,  1093,  1095 

feasibility  of.  considered  in  approving  franchise    1102 

lessor  to  make,  deemed   unfair 1025-1026 

proposed,  included  in  valuation   1143 

refunding  coupon  certificate,  issue  for 1084,  1086-1089 

stock  issue   tor   861,  874-875,  1084,  1086-1089 

through  territory  served  by  another  company,  but  affording 
no  local  patronage I  '02 

grade  crossings  of  railways,  over  or  under 1007-1009 
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LINES — Continued  : 
lease  of: 

approval  discretionary  with  commission 1U2,  1118-1U9 

long  term: 

equivalent  to  the  conveyance  of  fee 1112,  1116 

impairing  powers  of  commission,  approval  withheld. 1112-1122 

parallel  and  competing  lines,  not  approved  1025-1030 

rentals 1025,  1027 

effect  of,  on  rates  1112,  1117-1118 

6%  on  capital  stock  1112,  1116 

terms   of  lease,  unfair    1025 

not  owned  by  utility,  service  through,  refused  to  general  public.  1163- 

1164 
overhead: 

construction  permitted,  in  outlying  districts  1009-1010 

toll,  give  better  service  than  underground 1007-1009 

parallel,  lea^e  of  lines  by  one  company  to  another  owning. . .  1025-1030 
toll: 

not  used  for  other  business 970,  972,  975,  988-989 

overhead,  give  better  service  than  underground 1007-1009 

physical  connection  required  913-914 

valnation: 

excluded  from 888,  890.  898,  903-905 

included  in 893,  895 

underground: 

aerial  instead  of.  in  outlying  districts  of  city 1009-1010 

placing  919,  lOOT-1009 

(See  also  Farm-Lines:  Party-Lines;   Plant.) 

LISTENING  ON  LINE: 

service  discontinued  976,  993 

LOAD: 

factor  in  fixing  rates   1157 

LONG  DISTANCE.     (See  Rates:  toll;  Service:  toU;  Toll.) 
LONG  TERM  LEASES.     (See  Leases.) 

HcLEAN,  NEBRASKA: 

toll  reduction  between  Magnet  and  876-S'7 

MAGNET,  NEBRASKA: 

reduction  of  toll  rates  between  McLean  and 876-877 

MAINTENANCE: 
accounts: 

record  rctiuircd   975.  987 

repairs   charged   to    956,960-961 

allowance  for: 

9%  of  reproduction  cost,  new,  for  depreciation  and 878, 

882-883,  888,  892-893,  896-897,  906-907 

3%  on  present  value 1055,  1057,  1060 

3.56%.    abnormal    878,  882 


MAPS: 

showing  lines,  to  be  Bled  974,  977.  986 

(Seo  also  Plats.) 

UATERIALSi 

aUowance  for,  in  valuation  958,  1133,  1142 

MEMBERS: 

co-operative  associations,  of,  discrimination  in  rates  between  non- 

members  and  9S0-9S4 

(See  also  Suscribers.) 

MERGER.    (See  Consolidation.) 

MESSAGES: 

privacy,  location  of  booths  to  maintain 996-997,  999-1001 

rates,  toll  969-970,972 

routing,  commissions.    See  also  Toll:  interline, 
METALLIC  CIRCUIT  SYSTEHi 

installation  of,  in  addition  to  grounded  lines  877-885 

approval  of 877-885 

increase  upon   installation 946 

substituted  for  grounded  lines    873-S74 

(See  also  Grounded  Line  System.) 
METERS: 

cost  of  installation  1054,  1057 

deposits  upon  installation  of  1049 

MICHIGAN— RAILROAD  COMMISSION: 

powers  over  telephone  companies  867 

MILEAGE  BASIS  FOR  RATES: 

excess,  beyond  exchange  radius  940-943 

MILEAGE  ZONES.     (See  Zones.) 

MINIMUM  CHARGE 1031-1033,  1046,  1061,  1063-1064 

MINIMUM  RATES.    (See  Rates.) 

MINORITY  STOCKHOLDERS.    (See  Stockholders.) 

HONEY  TRANSFER  SERVICE: 

rates   872-873 

MORTGAGES: 

bond  issue  under  931-932 

covering  property  in  different  jurisdictions  1113,  1121 

(See  also  Bonds.) 
HT.  PLEASANT,  MICHIGAN: 

classification  of  service  866 

HT.  PLEASANT,  OHIO: 

reduction  of  mileage  rates  beyond  exchange  radius MO-943 
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UUNICIFAL  CORPORATIONS: 

free  service  936,966-967,975,989 

rules  regulating 847-S48 

jurisdiction,  sanitary  and  police  regulation  within 1037-1040 

ordinances  made  by.  not  subject  to  jnriadiction  of  commisaion . .  919 
sanitary  and  police  regulation  of  utilities  within  city's,  rattler 

than  commission's  inrisdiction  1037-1040 

(See  also  Franchises;  Ordinances.) 

MUTUAL  COMPANIES: 

commission's  jurisdiction,  not  subject  to  927-930 

formation  in  territory  occupied  by  public  utility  1034-1036 

(See  also  Co-operative  Associations;  Farm- Lines.) 

NSBRASKA— STATE  RAILWAY  COMMISSION: 

jurisdiction  over  rates  fixed  by  franchise    879,  898,  901-9(t2 

NET  RATES.     (See  Rates.) 


HEW  JERSEY— BOARD  OF  PUBLIC  UTILITY  COMMISSIONERS: 
approval   of   franchises  limiting  powers    of,    withheld    pending 

amendment  1099-1102 

jurisdiction    919-926 

lease  of  lines  impairing  power  of  Board 1112-1122 

mutual  companies 927-930 

right  to  pass,  upon  appeal,  on  municipal  ordinances,  not  within 

jurisdiction  of 919^926 

NEW  YORK  CITY.  NEW  YORK: 

discrimination  in  rates  llSO-1162 

NIGHT  SERVICE: 

alarm  bells  for  915-917,  961.  996-998,  lOOI 

NON-MEMBERS: 

co-operative   associations,   of,    discrimination    in    rates    between 

members  and  950-954 

(See  also  No n- Subscribers.) 
NON-PAYMENT: 

old  accounts,  refusal  of  service  for  939 

penalty  for,  within  specified  time  865 

refusal  of  service    939 

NON-STOCKHOLDERS : 

rates,  discrimination  between  stockholders  and  962-963,  966, 

968.  974.  976-979 
NON-SUBSCRIBERS: 

rates,  toll  1019 

toll  charge  to,  not  discriminatory   950,  952 

use  of  subscriber's  telephone  without  charge,  not  allowable 976, 

990-991 
{See  also  Non-Members;  Subscribers.) 
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NORTH  TORONTO,  ONTARIO: 

changes  in  wire  construction  necessitated  by  elimination  of  rail- 
road grade  crossings  1007-1009 

NOTES: 

issue    for   acquisition    of   property IIOS-IIII 

promissory,  bond  issue  as  collateral  security  for 1091,  1093,  1095 

cancellation  of  those  issued  without  authority 1043 

interest  on 8SO-852 

issue: 

in  lien  of  invalid  notea  1040-1045 

refunding  of  obligations 850^52 

refunding  of  short  term  notes  subject  to  approval  of 

commission 1040-1045 

renewal  of  short  term  1040-1044 

refunding,  bond  issue  for 875-876 

(See  also  Coupon  Certificates.) 

NUMBER: 

used  instead  of  call  word  for  telegraph  companies 870-871 

OBSOLESCENCE: 

more  important  factor  than  wear,  in  replacements 1134 

(See  also  Depreciation.) 

OCEAN  CITY,  NEW  JERSEY: 

appeal  from  municipal  ordinance   919-926 

OFFICERS: 

free  service  to    975-989 

salaries,  charged  to  operating  expenses  957,  959,  1086 

ONE-WAY  SERVICE.    (See  Service.) 

OPERATIHO: 

fixing  rates  877.  880-883. 

890-892,  89S,  904-907.  911-912,  955,  957,  959-961.  1049. 
1055-1059.  1142.  11+4-1146 

valuation  of  property  1067.  1069-1070 

decreased  with  increased  consumption 1146 

items  chargeable  to  957 

refunding  of  outstanding  bonds  not  chargeable  to 935 

OPERATORS: 

control  of  those  of  one  company  by  connecting  company,  for- 
bidden   964-966 

salaries: 

charged  to  operating  expenses  911,  957,  959^460 

information  as  to,  filed  with  c 
(See  also  Employees.) 
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ORDERS: 

penalty  for  vWation  of  coroinission's  976,995,  1000 

ORDINANCES: 

aflecting  conduct  of  telephone  business,  copies  filed  with  com- 
mission   974,  977,  98S 

commission  has  no  power  to  pass  on  919-926 

(See  also  Franchises.) 

ORGANIZATION  EXPENSES: 

allowance  for 898.903,  1052,  1067 

stock  issue  for  1086,  1069 

(See  also  Development;  Promotion.) 

ORIGINAL  BOOK  COST: 

defined    106S 

(See  also  Cost) 

OUTSTANDING  LIABILITIES.     (See  Liabilities.) 

OVERCHARGES.  (See  Rates.) 

OVERHEAD  CHARGES: 

administration    1133,  11  tl 

allowance  for 1133,  1135,  1141 

18?f)  on  reproduction  cost,  new   10S2 

1S.359&  on  reproduction  cost,  new  898,  903-904 

not  made  877,881 

contingencies   899,  903.  10S2,  1133,  1141 

5%  allowance  for  1076 

engineering  899,  903,  1052,  1081-1083.  1133,  1141 

insurance  1081-1083 

interest  during  construction  899,  903,  1081-1083,  1141 

3%  on  reproduction  cost,  new  1052 

land,   on.  not  approved   1072-1074 

legal  expenses  898,  903,  1052.  1081-1083 

organization   898,  903.  1052 

perccntap;ei   for.   not  applied   to   original   cost 1071 

superintendence  899,  903.  1052,  1133.  1141 

taxation    1081-1083 

during  construction  1141 

OVERHEAD  LINES: 

construction  permitted  in  outlying  districts   1009-1010 

placing  underground  1007-1009 

toll,  better  than  underground 1007-1009 

(See  also  Underground  Lines.) 

PAR  VALUE.     (See  Capital  Stock) 

PARALLEL  LINES: 

lease  of  lines  by  one  company  to  another  owning 1025-1030 

PARTY-LINES: 

four-party,  business  rates  887 
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PART  Y-LINE— Continued : 

rates  953 

business  868-869,  878-879,  883-884.  9(»-901,  905,  906, 

947,  1004-1005 
reduction  of  excess  mileage  beyond  exchange  radins..  .940,  942 

residence    868-869,  878,  680.  883-884,  900-901, 

90S.  906.  947.  1004-1005 

selectire  ringing 869 

should  be  different  from  individual  line 996.  998-999,  1001 

ten-party  line  908-909 

(See  also   Farm-Lines.) 

PAVBHENi;S: 

relaying,  inclusion  in  valuation 1137-1138 

PAYMENT: 

advance   900,  975,  990 

diminishes    expenses    907 

discount  of  10%  allowed  941 

(See  also  Non-Payment) 

PENALTIES: 

non-payment  of  bills  within  specified  time  865 

refusal  of  service   939 

violation  of  commission's  orders  976.  995,  1000 

(See  also  Discount:  payment  in  advance.) 

PERCENTAGES.    (See  Overhead  Charges.) 

PERSONAL  INJURIES: 

construction,  during,  allowance  for  liability  for 1081-1083 

PHYSICAL  CONNECTION 1006 

compulsory  1018-1019 

cost  of  making  and  maintaining,  paid  by  whom 1018-1019 

toll  lines,  required    913-914 

{See  also  Interchange  of  Service;  Switching  Service.) 

PHYSICAL  VALUATION  OF  PROPERTY.     (See  Valuation  of 
Property.) 

PIECEMEAL  CONSTRUCTION.    (See  Construction.) 

PLANKINTON,  SOUTH  DAKOTA: 

rate  increase   9SS-961 

PLANT: 

abandoned,  excluded  from  valuation 877,  880,  888,  890 

age,  considered  in  valuation   1135-1136,  1138 

duplication: 

excluded  from  valuation  893-896,  898,  902 

lease  of  lines  causing,  not  approved 1025,  1029 

life,  considered  in  valuation 1053,  1134-1136 

new,  value  of 1133-1138 
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PL  ANT — Continii  ed : 

oM  1147 

allowance  made  for 1138-1139 

(See  also  Betterments;  Construction;  Equipment;  Facilities;  In- 
struments; Lines;  Repairs,) 

PLATS: 

showing  lines,  to  be  filed  97S,  977,  986 

(See  also  Maps.) 

POLE  LINES.     (See  Aerial  Lines;  Overhead  Lines.) 

POLICE  REGULATION.     (See  Regulation.) 

POOR  SERVICE.     (See  Service.) 

PORTABLE  TELEPHONES: 

rates  863 

PORTOLA,  CALIFORNIA: 

sale  of  property  862-864 

POWER  COMPANIES.     (See  Electric  Light  and  Power  Companies.) 

PREFERRED  STOCK.     (See  Capital  Stock.). 

PRESENT  VALUE: 
considered  in: 

authorizing  stock  issue   874,  876 

fixing  rates 877.  880-881.  888,  890.  893.  895,  898.  902,  90+, 

1053-1054 

valuation  1064.  1067,  1077-1080,  1135-1136,  1138,  1141 

defined    1065-1066 

property  to  be  acquired,  relation  between  value  of  securities  is- 
sued and  IIOS.  1107-1111 

(See  also  Cost:  original;  Reproduction  Cost,  New.) 

PRIVACY: 

location  of  telephone  booths  to  maintain 996-997.  999-1001 

PROFITS: 

contractors',  allowance  for  1133 

distributed  among  members  of  co-operative  associations 951,  954 

sub-contractors',  allowance  for  1133 

(See  also  Dividends;  Return  upon  Investment.) 

PROMISSORY  NOTES: 

bond  issue  as  collateral  security  for 1091,  1093,  1095 

cancellation  of  those  issued  without  authority  1043 

interest  on 850-852 

issne: 

in  lieu  of  invalid  notes  1040-1045 

refunding  of  obligations    850-852 

short  term  notes,  suhiect  to  approval  of  eommi:'sinn- ,!OJO-IOJi 
renewal  of  short  term  1040-1044 
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PROMOTION: 

expenses,  stock  issue  to  pay  1084- 1086,  1069 

PROMPT  PAYMENT: 

discoant    899,  900,907,  975,977,  987,  H)49 

PROPERTY: 
acquisition  of: 

bond  and  note  issue  for 1105-1111 

stock  issue  for  1084-1090 

different  jurisdictions,  mortgage.-i  covering 1113.  1121 

encumbrances  on,  sabject  to  approval  of  commission 1113,  1120 

not  used  and  useful  to  public,  excluded  from  valuation  857-860, 

862-864,  lOSO-1052 

sale  of  8S7-860.  862-864 

approval  of  lease  of  lines  may  involve  approval  of 1113, 

112M122 

price  paid  not  binding  for  other  purposes 860,864 

See  also  Conveyances, 
value  of,  relation  between  value  of  securities  to  be  issued  and.. 1105, 

1107-1111 
(See  also  Valuation  of  Property.) 
PUBLIC  CONVENIENCE  AND  NECESSITY: 

certificate    granted    to   second    company   when    existing   utility 

withdraws  from  field  853-857 

consolidation  of: 

dual  system  of  telephones  subserves 888-889.  893-894 

non-competing  companies  subserves   1020,  1023 

sale  of  property  approved  when  it  subserves 860 

PUBLIC  PROFESSION: 

service  through  line  not  owned  by  utility,  not  obligatory..  .1163-1164 

PUBLIC  SERVICE  CORPORATIONS.     (See  Public  UtUities.) 

"PUBLIC  USE": 

telephone  system  for,  a  public  utility  928-929 

PUBLIC  UTILITIES: 

defined    928 

sanitary  and  police  regulation  of,  within  city's  rather  than  com- 
mission's jurisdiction  1037-1010 

systems  devoted  to  public  use  deemed 928-929 

(See  also  names  of  various  kinds  of  utilities.) 

PUBLICATION: 

rates  proposed  867-869 

PURCHASE  OF  PROPERTY.    (See  Sale  of  Property.) 

RADIUS  FOR  SERVICE: 

exchange: 

centre  for  measuring  excess  mileage  beyond 940^  942 

rates  beyond  884.  894,  898.  901,  940-943 

(See  also  Territoi?;  Zones.) 
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RAGAN,  NEBRASKA: 

switchmg  rates  90^913 

RAILWAYS: 

consolidation    of   non-competing,    contiguous   lines 1020-1024 

grade  crossings,  changes  in  telephone  wire  constrnction  neces- 
sitated by  elimination  of  1007-1009 

stations,  free  service  to,  prohibited 966-968,  974,  984 

RATE  OF  DEPRECIATION.    (See  Depreciation.) 
BATE  OF  RETURN: 

8%  on  present  value  deemed  reasonable  10S5,  1062 

fair: 

Mockholders  right  to  earn 1045-1046.  1054 

value  of  property  upon  which  company  is  entitled  to 1123, 

1132,  114Z-n43,  1148 

4.5%  earned   915-916 

7%  onr 

present  value   878.  822-823.  888.  892-893.  896-897.  QOfi 

reproduction  cost,  new  955,  959,  961 

10.8%   on  present  value  allowed    1062 

20%  on  present  value  deemed  excessive  955,  957-958 

2.5%.  semi-annually  1 116 

(See  also  Return  upon  Investment.) 
RATES: 

apartment  houses  901 

approval  of  franchise  fixing  936 

boarding  houses  SOMW 

business  863.  865,  868-869.  878-879,  883-884,  889,  892-895, 

897-898,  900-901.  947,  953,  957-958,  1003-1005 
and  residence,  combination  rate  when  maintained  by  same 

party 996.  1000-1001 

four-party  line    887 

increase   936 

same  as  residence,  deemed  discrimination    950,952-953 

cancellation  of  schedules   947-948 

changes  in.  publication  required  868-869 

classification  of,  should  be  made 950,  952-953 

combination,  for  business  and  residence  telephones  maintained 

by  same  party  996,  1000-1001 

communication  not  established,  no  charge  for  1003.  1005 

conjunctional  service  llSO-1152,  1154-1155 

cost  of  service  considered  in  fixing.    See  Service:  cost. 

desk  telephones  863,  901 

discrimination: 

combination  for  business  and  residence  tdephones  to  same 

party  996,  1000-1001 

eliminated    by    establishment    of   uniform    rates 865-866 

large  and  small  users  1150-1162 

lower  to  proprietor,  for  combination  of  proprietors'  and  ten- 
ants' consumption,  deemed  1150-1152,  1154-1162 
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RATES — Continned: 

members  and  non- members,  between  950-954 

same  for: 

business  and  residence  service  deemed   950,  952-953 

party-line  and  individual  line  service  996,  998-999,  1001 

stockholders  and  non- stockholders,  between  . . . ; 962-963, 

966,  968,  974,  976-979 

effect  of  guaranteed  rental  on  future   1112,  1117-1118 

employees  883 

excess  collections,  refund  of,  ordered  849 

exchange,  beyond  radius  of  894,  898,  901,  940-943 

extension  bell  »84.  893,,>9S.  901 

extension  telephone   868,  878,  883-884.  894,  898,  901 .  905.  947 

farm-line    ..868-869,  878,  883-884,  889,  892-894,  897,  90S,  90S.  947,  957 

business    878-879 

increase  upon  installation  of  metallic  service  946 

residence  878.  880,  883 

switching  909-913 

toll  879,  886 

flat; 

business  947 

discontinued,  substituted  by  metered  1048 

farm-lines  .' 878 

higher  than  metered  1046 

instead  of  message,  for  switching  service  964-965 

residence  947 

switching  service,  for  974.  982-984 

toll,  message  instead  of 969-970.  972-973 

franchises,  fixed  by,  approval  of,  withheld  pending  amendment 

of  franchise   1 101 

"general"  1150-1154,  1156-1157,  1159-1160 

gross  900 

grounded  line 884 

cancellation  873-874 

inclusion  of  tenants'  consumption  to  give  proprietor  wholesale 

rates  deemed  discriminatory  1151-1152,  1154,  1156-1162 

increase: 

classification  of  service,  following  950-954 

continuous  service,  for,  disapproved  955-961 

consolidation  of  exchanges,  upon 888-908 

deemed  when  service  is  poor  1032-1033 

metallic  service,  for   946 

when  number  of  subscribers  increases   •  936 

installation  charge  for  short  term  service 868 

interchange   of   service    969-973 

inter-zone    908-909 

investigation    by    commission    1003-1005 

large  and  small  users,  discrimination  between 1150-1162 


established    1003-1005 

protests  against  establishment  of.  to  be  heard 1003-1005 
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■  RATES— Continued: 

metallic  circuit  system,  approval  of  877-885 

mileage,  excess,  beyond  exchange  radius   940-943 

minimum  charge  1031-1033,  1048.  1061,  1063-1064 

money  transfer   service    872-873 

net,  for  prompt  payment  900 

no  charge  if  communication  ia  not  established 1003,  1005 

one-way  service   900-901 

overcharges,  refund  of,   ordered    849 

party-line  947,953 

business   878-879.  883-884,  887.  900-901,  905,  906,  I004-I005 

reduction  of  excess  mileage  beyond  exchange  radius. .  .940,  9^ 

residence   878,  880,  883.  900-901, 

905,  908,  1004-1005 

should  be  different  from  individual  line  950-953,  996, 

998-999,  1001 

ten-party  line  908-909 

payment  in  advance  900,  975,  990 

discount  of  10^    941 

portable  telephones   8fi3 

prescribed  by  commission  848-89 

prompt  payment,  discount  for 899,  900.  9W,  975,  977,  987,  1049 

publication  of  proposed  867-869 

reduction 1123-1149 

mileage,   beyond  exchange   radius    940-943 

money  transfer  service   872-S73 

municipal  service  936 

toll   875-876 

protests  against  establishment  of,  to  be  heard 1003-1005 

20^  lower  than  present 1003- lOOS 

wholesale  1031-1033 

refund  of  excess  coUectionB.  ordered   849 

regulation  by  state  commission  974-995 

relation  to  service 915-917,  938 

resideiice  863,  86S,  868-869,  878,  883-884,  889,  892-895, 

897-898,  900-901,  905,  947.  953,  957  958.  1003-1005 
and  business,  combination   rate  when  maintained  by  same 

party    996.  1000-1001 

same  as  business,  deemed  discrimination  950,  952-953 

schedules: 

adherence  to  848-849 

approval  of  867-868 

stock  issue,  approval  of,   not  necessarily 1088 

cancellation    947-948 

Hied  with  commission  943 

publication  1151-1152,  1162 

standard,  reduction  to  make 876 

stockholders: 

and  non-stockholders   962-963,  966.  968.  974,  976-979 

assessment  discontinued  upon  establishment  of 962-963 

summer  service    8fl> 
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RATES — Continued: 

switching  892,  896 

909-913,  9S7-9S8,  964-966,  969-970,  973-974,  982-984,  1019 

not  nniform  to  all  companies 938 

terminal  fee,  delivery  charge  in  addition  to  regular  toll  fee,  un- 
lawful   966-967,  974,  976-977.  979-982 

ton  865,  888,  969,  973 

charge  to  n on- subscribers  not  unjustly  discriminatory.  ,950,  952 

farm-line    879 

interline,  division  of 855-856,  913-914,  966-967.  969-970,  973 

message  instead  of  flat 969-970,  972 

non-snbscribers,  to 1019 

reduction    876-877 

terminal  charge: 

for  delivery,  in  addition  to  regular  toll,  unlawful.. 966-967. 

974.  976-977,  979-982 

■paid  by  company  originating  message,  disapproved.  .964-965 

two  parties  using  same  instrument 894.  898.  901 

undercharges,  collection  of  rates  less  than  scheduled 849 

tmiform: 

eliminate  discrimination    865-866 

for  same  class  of  service 1000-1001 

retitiired    —  865 

unlimited  service.    See  flat  infra. 

wholesale   1151-1154,  11S6-1157,  1160-1161 

large  user,  to 1150-1155,  1158 

reduction    1031-1033 

Electric  Ught  and  Pow«T  CompuOea 1045-1064.  1150-1162 

Gas  Companiea   1123-1149 

Water  Companies: 

increase,  order  for,  modified 1031-1033 

(See  also  Commissions;  Service.) 

RECEIPTS.     (See  Revenues.) 

RECONSTFUCTIOM: 

capitalization,  extent  permissible 1097-1098 

(See  also  R^ain.) 

REDUCED  RATES.     (See  Rates:  reduction.) 

REBDVILLE,  ORBOON: 

discontinuance  of  service 947-948 

REFUNDING  COUPON  CERTIFICATES: 

sale,  proceeds  for  additions  to  plant 1084,  1086-1089 

REFUNDING  OF  OBLIGATIONS.     (See  Bonds:  issue;   CapiUl 
Stock:  issue;  Notes:  issue.) 

REFUNDS: 

excess  collections  of  rates  higher  than  schednled 849 
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REGULATION: 

sanitary  and   police    conditions    of   public   utilities,   not   within 

commission's  jurisdiction    1(B7-10« 

(See  also  Rates;  Service.) 

REMOVAL  OP  INSTRUMENTS.     (See  Service:  discontinued.) 

RENTALS: 

effect  on  rates  o(  leased  line 1112,  1117-1118 

instruments  owned  by  subscribers.  renUl  paid  tor 951,  9S3-9S4 

leased  lines  1025,  1027 

6%  on  capital  slock 1U2,  1116 

lines,  for.  no  higher  than  fixed  charges  on  securities  issued  to 
purchase  line   1106,  1109 

REPAIRS: 

allowance  for,  in  estimating  operating  expenses 891 

charged  to  maintenance  accounts 956.  960-961 

REPLACEMENTS: 

capitalization  of  difference  between   cost  of  new  and  old  equip- 
ment   1097-1098 

REPORTS: 

annual  974-975.  977,  985-966 

maintenance  and  depreciation  accounts 956.  960-961 

poor  service,  of,  required 915,  918 

bonds    935,  1095 

preferred  stock   lOlS,  1017 

■itock  and  coupon  certificates 1068,  1090 

toll   business    944-945 

REPRODUCTION  COST,  NEW: 

capitalization  of  diflference   between,  of  old  property  and  cost 

of  replacement   1097-1098 

considered  in: 

authorizing    bond    issur     1094 

stock  issue  874,  876 

fixing  rates  877,  88(^^l. 

888.  890,  893.  895.  898.  902.  904.  9SS.  958.  1050-1053 

valuation  of  property   1064,  1067, 

1071-1077.  1081-1083,  113S-1137,  1142 

defined    1065 

minus  depreciation: 

accepted  as  present  value 1066.  1077-1083,  1105,  1108.  1136 

con.'iidered    in    fixing    rates 1053-1054 

factor  in  valuation  of  property 880 

overhead  charges  added  to  net  cost  equal 1133 

(See    also    Cost:    oriRlnal:    Depreciation;    Overhead    Charges; 
Present  Value.) 

PESIDENCE  RATES.     (See  Rates.) 
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RETURN  UPON  INVESTMENT: 

considered  in  fixing  rates 877,  880 

fair: 

stockholders'  right  to  earn 1045-1046,  1054 

valuation    of    property    upon    which    company    is    entitled 

to  1123,  1132,  1142-1143.  1148 

rate: 

S%  on  present  value  deemed  reasonable 105S,  1062 

4.5%  earned  915-916 

7%  on: 

present  value 878,882-883,  888,892-893,896-897,906 

reproduction  cost,  new 9SS,  959,  961 

10.8%  on  present  value 1062 

20%  on  present  value  deemed  excessive 955.  957-958 

2.5%   semi-annually    1116 

stockholders  should  receive,  from  stock  dividends  not  from  dis- 
criminatory rates  962-963,  968 

(Sec  also  Rate  of  Return.) 

REVENUES: 

insufficient,  service  discontinued  because    of 937-938 

operating,  considered  in: 

fixing  rates  883,  889-890. 

892,  89S-897.  904-907.  955-956,  958-960,  lOSO.  1144.  1146 

valuation    1067,   1069-1070 

sufficient,  should  be,  to  maintain  satisfactory  service 9S0,  953 

toll    890,  892,  895-896 

division  of 913-914,  966-967.  969-970.  973 

(See  also  Expenses.) 

RIGHTS  OF  WAY: 

cost  of  securing,  no  allowance  for 1053 

valuation   1071-1072.  1081-1083 

(See  also  Franchises.) 

ROUTING    OP    MESSAGES.      (See    also    Revenues:    toll;    Toll: 
interline.) 

RURAL  LINES.     (See  Farm-Lines.) 

SALARIES: 
officers: 

charged  to  operating  expenses 957.  959.  1086 

deemed  loo  high 1055-1056,   1060 

operators    891,  91 1 

charged  to  operating  expenses 957,  959-960 

information  as  to,  filed  w 


SALE  OF  PROPERTY  857-860,  862-864 

approval  of  lease  of  lines  may  involve  approval  of 1113,  1121-1122 

price  not  binding  for  rate  fixing  or  other   purposes 860,  864 

(See  also  Consolidation;  Conveyances;  Leases.) 
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SALBM,  SOUTH  DAKOTA: 

rates  and   service    996-1002 

SALVAGE: 

credited  to  depreciation  account 956,  960-961 

SANITARY  REGULATION.     (See  Regulation.) 

SANTA  PAULA,  CALIFORNIA: 

sanitary  and  police  regulation  o£  public  utilities 103?-1040 

SARATOGA,  CALIFORNIA: 

sale  of  property  857-860 

SCHEDULES.    (See  Rates.) 

SCRAP  VALUE   113S-1136,  1138 

SECURITIES: 

fixed  charges  on: 

offset  saving  of  rental 1106,   1109 

utilities    ability    to    meet,    considered    in    authorizing    is- 
sue   1113.  1121 

issue: 

fixed  charges  on,  as  great  as  rental  of  property  for  acquisi- 
tion of  which  they  were  issued 1106,  1109 

jurisdiction    of   commission    over 1113.    111&-1119 

value  of,  relation  between  value  of  acquired  property  and IIOS, 

1107-1 111 
(See  also  Bonds;  Capital  Stock;  Certificates:  conpon;  Mortgages; 
Notes;  Stock.) 

SECURITY: 

collateral,  bonds  pledged  as 1091.  1093.  1095.  1105,  1109 

SELECTIVE  RINGING: 

party-line  rates    869 

SERVICE: 

adequate,  required: 

after  purchase  of  property 860 

as  long  as  company  continues  to  operate 937-938 

classification  of,  required   866 

conditions  precedent  to 975,  989-990 

conjunctional    1 150-1152.   1 15+-11SS 


cannot  be  furnished  for  same  rates  as  part  time 915-917 

rate  increase  to  provide,  denied 9SS-961 

required  955-961,  996-998,  1001 

cost,   considered  in   fixing  rates 878,   880^1, 

883,  888,  890-893,  895,  909-912,  969.  972 

discontinue*  947-948 

grounded  lines    873-874 

in   favor  of  another  company 949-950 

insufficient  revenue   937-938 
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SERVICE— Continned: 

discontinued — Continued: 

listening  on  line  976,  993 

subscribers'  right  to  refuse  service 1034-1037 

violation  of  rules   975.  990,  992 

discrimination : 

stockholders   and   non-stockholders   between 966,  968 

"telegram"  used  as  call   word   for   certain  telegraph    com- 
pany     870-871 

franchises  regulating,  approval  of,  withheld  pending  amendment. .1101 
free: 

employees,  to 975,  989 

exchanges,  between  887 

federal  and  state  governments,  to 966-967 

municipal  corporations,  to. 936,  966-967,  975,  989 

rules  regttlating   847-848 

officers,  to   975,  989 

railway  stations,  to,  prohibited 966-968.  974.  984 

switching: 

between  exchanges,  not  deemed  discriminatory.. 950,  952-953 

toll  charges  instead  of 854-855 

hours    for    915-916,    955,    957 

improvement  in,  approval  of  rate  increase  for 877,  879,  884 

inadequate: 

complaints  against  915-918 

due  to  cheap  construction 915-916 

night  and  Sunday  service  to  improve 996,  997,  1001 

interchange    between    companies,    rates 969-973 

interruptions  to,  no  rental  for  period  of  disuse 976,  991-992 

measured    separatdy    for    tenants    but    paid    for    in    bulk    by 

proprietor  1151-1152.  1156,  1158-1161 

messages,  routing,  commissions.     See  also  Revenues:  toM;  Toll: 
interline, 

money  transfer  rates    872-873 

night,  alarm  bells  for 915-917,  961,  996-998,  1001 

obligation  to  give 975,  990 

one-way,  rates    900-901 

over  line  not  owned  by  company,  not  obligatory 1163-1164 

poor: 

rate  increase  denied  for 1032-1033 

reports  to  commission   915,  918 

radius  for,  exchange: 

centre  for  measuring  excess  mileage  beyond 940,  942 

rates  beyond  884,  894,  898.  901.  940-943 

refusal  to  give: 

listening   on    line,    for 976 

non-payment,   for    939 

through  line  not  owned  by  utility 1163-1164 

regulation   by    state    commission 974-975 

relation  to  rates  915-917,  938 

routing   of   messages,   commissions.     See   aiso    Revenues:   toll; 
Toll:  interline. 
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SERVICE — Continued: 

subscribers'  right  to  refuse 1034-1037 


Sunday,  required    996-998,    1001 

switching: 

free,  toll  charge  instead  of 8S4-8SS 

rates.  ...892,  896,  957-958.  964-966,  969-970,  973-974,  982-984,  1019 

farm-lines    909-913 

not  uniform  to  all  companies 938 

"telegram"  used  as  call  word  for  certain  telegraph  company,  a 

discrimination    870-871 

unit  of,  farm-lines  and  local  exchange  constitute 969,  972, 

974-975,  981,  988 

plant  and  equipment  of,   considered  in  valuation   of  prop- 
erty    il3M136,  1138 

to   subscrilierr,   should   regulate    rales 99S 

withdrawals    947-948 

caused  by  insufficient  revenues 937-938 

in  favor  of  another  company 949-950 

Telegraph  Companiea: 
"telegram"  used  as  call  word  for  certain,  a  discrimination.. . .870-871 
(See  also  Rates.) 

SHORT  TERM  RATES: 

installation  charge  made  when 868 

SHORT  TERM  NOTES.    (See  Notes.) 

SINKING  FUND  METHOD: 

depreciation   computed   by    1053,   1060 

SMITH  WICK,  SOUTH  DAKOTA: 

discrimination   between    stockholders   and   non-stockholders.  .962-963 

SONCRA,  CALIFORNIA: 

rates    fixed   by    commission 1045-1064 

STANDARD  RATES.     <See  Rates.) 

STATIONS: 

railways,  free  .service  to,  prohibited 966-968,  974.  984 

STOCK: 

hotid  i^suc  limited  to  amount  of  paid-up 1113,  1120 

considered   in   valuation    1049,   1131 


directors,  to.  not  subject  to  approval  of  commission. .  .1085 

extensions  and: 

betterments    861-862 

difference    between    cost    of    old    and    new    eqn^- 
ment  1097-1098 
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STOCK— Contmned: 

capital — Continued: 
i  s  sue — C  on  tinued : 

in  lieu  of  unauthorized  Mocic 861-862 

payment  of  property  and  for  additions 1064-1090 

new  stock  to  rank  pari  passu  with  old 1011,  1016 

promotion  expenses,  for 10B4-1086,   1089 

preferred: 

issue  for  payment  of  outstanding  liabilities  and  for  ex- 
tensions and  betterments 1011-1017 

sale: 

at  par  1011,  1014,  1016 

reports  to  commission lOlS,  1017 

pro  rata  sale  to  stockholders  saves  expense  of  brokerage..lOU, 

1014-101 S 
salt: 

at  not  less  than  par 874,  976,  985,  1084-1087,  1089 

consolidation  and  extensions  and  betterments 874-875 

refunding  notes    875-876 

statement  of,  filed  with  commission 885 

considered  in  valuation  of  property 1067-1069 

dividends: 

7%  allowance  for   892 

stockholders  must  rely  on,  for  return  on  investment.  .962-963,  968 

20%  on  present  value  deemed  excessive 955,  957-958 

(See  also  Bonds;  Capitalization;  Notes;  Securities.) 

STOCKHOLDERS: 

assessments,   rates    substituted    for 962-963 

discrimination  in  rates  between  non-stockholders  and 962-963, 

966,  968.  974,  976-979 
minority: 

■loss  falls  on 1106,  1110-1111 

rights  of  1113,  1120 

pro  rata  sale  of  stock  to,  save  expense  of  brokerage.  .1011,  1014-1015 
return  upon   investment  must  come  from   dividends  on  stock, 

not  from  discriminatory  rates. 962-963,  968 

right  to  earn  fair  return  upon  investment 1045-1046,  1054 

subscribers  need  not  be 975,  989 

STORING.    (See  Materials.) 

STRAIGHT  LINE  UETHOD: 

depreciation  computed  by  899,  906 

sinking  fund  method  or 1053,  1060 

STRANG,  NEBRASKA: 

consolidation  of  exchanges  and  rate  increase 888-893 

SITB-CONTRACTORS: 

profits,  allowance  for  1133 

(See  also  Contractors.) 
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SUBSCRIBERS: 

increase  in  number  of,  followed  by  increased  rates 936 

instruments  owned  by,  rental   for,  permitted 951,  9S3-9S4 

lines   built   by,    service   discontinued   when   owners   fail    to   re- 
pair     947-948 

obligations  to  companjr 996,  999 

rates,  toll    1019 

stockholders,  need  not  be 975,  989 

(See  also  Members;  Non-Subscribers.) 

SUMMER  SERVICE: 

rates 869 

SUNDAY  SERVICE: 

required  996-998,  1001 

SUPERINTENDENCE: 

allowance  for  899,  903,  1052.  1133.  1141 

SUPPLIES: 

allowance  for,  in: 

operating  expenses  lOSS,  1058 

valuation   903-904.  958,  10SO-I0S2,  1070.  1081-1083 

SUSPENSION.     (See  Rates.) 

.  SWITCHBOARDS: 

part  ownership  in,  does  not  affect  rates 909,  912 

SWITCHINO  SERVICE: 

adjustment    8S4-85S 

flat  instead  of  message  rates 974,  982-984 

free: 

between  exchanges,  not  deemed  discriminatory 950,  952-953 

loll  charges  instead  of 854-855 

rates 892,  896,  957-958,  964-966.  969-970,  973-974,  982-984,  1019 

farm-lines    909-913 

not    uniform    to    all    companies 938 

(See  also  Farm-Lines;  Interchange  of  Service;   Physical   Con- 
nection.) 

TAXATION: 

allowance  for    1081-1083,   1142.   1144,   H4rt 

construction,  during  1 141 

included  in  operating  expenses.  .881-882.  891,  957,  959,  1055,  1058-1060 
return  as  basis  for  rates,  not  accepted 899,  903 

TELEGRAMS: 

diverting  to  certain   company  by  use  of  "telegram"  as  a   call 
word,   a   discrimination 870-871 

TELEGRAPH  COMPANIES: 

call  numbers  instead  of  words 870-871 

money  transfer  rates    872-873 

"telegram"  used  as  call  word  for  certain  company,  a  discrimina- 
tion     87frfl71 
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TELEPHONE  COMPANIES: 

rcgulUion  of  .rates  and  service 974-99S 

TENANTS'  CONSUMPTION: 

rales,  wholesale  1150-1152,  1154-U62 

TERMINAL  CHARGES: 

approval  of  966-967 

delivery  fee  for  toll  messages  in  addition  to  regular  toil,  un- 
lawful    974,  976-977,  979-982 

included  in  toll   charge 980 

TERRITORY: 

division  of 853-857 

withdrawal  from   855-854,  856,  947-949 

TOLL: 

additional  fee  paid  by  company  originating  messages 964-965 

connections  maintained  after  division  of  territory 854-855 

distinction  between  exchange  business  and 975,  988-989 

interline,  division  of 855-856,  913-914,  966-967,  969-970,  973 

See  also  Routing  of  Messages, 
lines: 

not  used  for  other  business 970,  972,  975,  988-989 

physical   connection  required 913-914 

valuation: 

excluded  from  888,  890,  898,  903-905 

included  in  893,  895 

records  of,  required 944-945 


division 913-914,  966-967,  969-970,  973 

station,  location  of.  to  maintain  privacy 996-997,  999-1001 

substituted  for  free  switching   854-855 

TRANSFERS.     (See  Conveyances.) 

UNCOLLECTIBLE  BILLS.    (See  Bills.) 

UNDERCHARGES: 

collection  of  rates  less  than  scheduled 849 

UNDERGROUND  LINES: 

aerial  lines  instead  of,  in  outlying  sections  of  city 1010 

placing  aerial  lines  underground 919,  1007-1009 

UNIT  COSTS: 

measure  of  value,  for 1133 

UNIT  OF  SERVICE.    (See  Service.) 

VALUATION  OF  PROPERTY 1064-1083 

abandoned  -plant  excluded  from 877,  880, 

888,  890,  893,  895-896,  898,  902 

additions  and  betterments,  proposed,  included  in  valuation 1143 

as  basis  for  rates 1045-1046,  1049-1064,  1123-1124,  1130-1144 
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VALUATION  OF  PROPERTY— Contunied: 

bonds,   considered   in    1067-1069 

capital  stock  included  in 1131 

considered  in: 

authorizing  bond  issue  1105.  1107-1109 

conaolidation  and   rate  increase 888-890; 

893-896,  898,  902-9(M 

lease  of  lines   1116 

fixing  rates  877,  880-882, 

888,  890,  893,  895,  898,  902,  904.  955.  958.  960-961 

construction  considered  in 1067 

contingencies    899,903.   1052.  1081-1083 

contractors'   profits    1133 

engineering  899,  903.  1052,  1081-1083 

equipment  value  lOSO,  U33-1138 

financing,  cost  of,  no  allowance  for 899,  903 

franchises,  cost  of  securing,  no  allowance  for 899,  903 

going  value,  allowance  for,  not  made 899,  903,  IIOS,  1109-1110 

1061-1083 

t  during  construction 899,  903,  1(B1-1083 

3,%   on   reproduction   cost,   new 10S2 

labor  and  materials  cost,  considered  in 1133 

appreciated  value  of,  considered  in 1139-1142,  1146 

held  for  future  development  included  in 1123.  1139^1141 

market    value    basis    for 1073-107+,    1081-1083 

overhead  charges  on,  not  approved 1072-1074 

legal  expenses  898,  903,  1052,  1081-1083 

life  of  plant  considered  in 1053.  1134-1136 

materials    9S8 

old  plant,  allowance  for 1 138-1139 

operating  expenses  and  reve^nues   considered  in 1067,   1069-1070 

organization  898.  903.  10S2,  1067 

original  cost  considered  in 1065.  1067,  1070-1071.  1081-1083 

overhead  charges: 

administration    1133,   1141 

allowance  for   1133,  1135.  1141 

18%  on  reproduction  cost,  new 1052 

15.35%  of  reproduction  cost,  new 898.  903-904 

contingencies   899.  903,  1052.  1081-1083,  1133,  114! 

5%  allowance   1076,   1081-1083 

contractors'    profits    1133 

engineering   899,903,  1052.  1081-1083,   1133.  1141 

insurance    1(81-1083 

interest  during  construction 899.  903,  1052.  1081-1083.  1141 

legal  expenses   898,  903,  1052.  1081-1083 

organization  898.  9(0,  1052 

sub- contractors'    profits    1133 


jdbyGoOglC 


VALUATION  OF  PROPERTY— Continued: 

overhead  charges — Cortinuedr 

superintendence    899,  903.  10S2.  1133,  1141 

Uxation    1081-1083 

during  construction    1141 

pavements,  cost  of  relaying,  included  in  valuation 1137-1138 

Irfant  value   1133-1138 

present  value  considered  in 877,  880-881.  888,  890.  893, 

89S.  898,  902.  904.  1064.  1067.  1077-1083.  1135-1136,  1138-1141 

fixing  rates    1053-1054 

reproduction  cost,  new: 

considered  in: 

fixing  rates   1050-1053 

valuation 877.880-881.888.890.893,895.898.902.90*, 

955.  958,  1064.  1067.  1071-1077.  1081-1083.  1135-1137,  1142 

minus  depreciation  considered  in  fixing  rates 1053-1054 

rights  of  way.  cost  of  securing,  no  allowance  for 1053 

sale,  for,  not  binding  for  other  purposes 860,  864 

scrap  value  1135-1136,  1138 

service  value  of  plant  and  equipment  considered  in.  ,1135-1136.  1138 
stock: 

considered  in  10*9,  1067-1069 

issue  to  await  commission's 1011.  1013-1014 

sub-contractors'  profits  1133 

superintendence   899,  903,  1052 

supplies   903-904,  958,  1050-1051,  1081-1083,  1142 

taxation  1(BM083,  1144,  1146 

toll  lines: 

excluded  from    888,  890.  898.  903-905 

included  in   893,  895 

working  capital,  allowance  for 1141-1142 

not  made  «)3-904 

"VISITING"  ON  LINE: 

prohibited  976,  992-993 

WATER  COMPANIES: 

rate   increase,  order   for.   modified 1031-1033 

right   of   one   company   to   supply   water   to   a   mutual    company 
formed  in   the   territory  of  the  other 1034-1037 

WATTS,  CALIFORNIA: 

withdrawal    of   one   telephone    company    and    establishment    of 
another   : 853-857 

WIRES: 

aerial   placed  underground    919,   1007-1009 

WITHDRAWALS.     (See  Service.) 

WORKING  CAPITAL: 

allowance  for    1141-1142 

not  made    903-904 


5dbyG00gIC 


rAGB 
YANKTON,  SOUTH  DAKOTA: 

switching  rates  to  rural  companies 964-966 

ZONES: 

exchanges  in  same,  free  service  between 887 

inter-2one  rates    906-909 

system  established   887 

xliv 
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COMMISSION  ORDERS,  RULINGS  AND  DECISIONS 
DIRECTLY  AFFECTING  TELEPHONE  AND  TELE- 
GRAPH COMPANIES. 


Corporation  Commission. 

In  re  Fbeb  Telephonic  Sbevicb  to  Incoeporatbd  Cims  amd 
Towns  in  Arizona. 

Supplementary  to  Special  Order  No.  19." 

Dated  June   i6,  1913. 

Free  Tdephonic  Service  to  HnninpalitieB — Elimination  of 
Discrimination. 

For  the  purpose  of  eliminating  the  discriminations  arising  from  the  free 
telephonic  service  furnished  under  franchises  or  otherwise  to .  various 
dties  and  tovhis  in  Arizona  by  The  Mountain  States  Telephone  and  Tele- 
graph Company, 

Ordered,  That  free  telephonic  service  to  cities  and  towns  be  furnished 
tentatiTely  on  the  'basis  of  one  individual  line  telephone  for  eacIT  two 
thousand  inhabitants  or  fraction  thereof,  such  telephones  to  be  used  solely 
for  the  transaction  of  the  business  affairs  of  the  town  or  city.f 

Obdhb. 

Whereas,  By  rirtne  of  varioiis  franchises  and  other  causes, 
there  exist  unlawful  discriminations,  prefereoces  and  con- 
cessions in  the  ipatter  of  telephone  service  being  furnished 
without  charge  to  incorporated  towns  or  cities  in  this  State 

•Printed  in  Commission  Leaflet  No.   12,  at  page  1. — Ed. 
tEditor's  headnote. 
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848  Arizona  Gobi-oration  Commission. 

over  lines  and  systems,  owned,  leaded,  operafed  or  controlled 
bj  The  Mountain  States  Telephone  and  Telegraph  Company, 
a  public  service  corporation  doing  business  in  the  State  of 
Arizona ; 

Whereas.  It  becomes  necessary  that  some  baais  be  adopted 
for  the  determination  of  the  amount  and  class  of  telephone 
service  which  may  be  famished  without  charge  to  all  incor- 
porated towns  and  cities  in  Arizona; 

Therefore,  it  is  ordered.  That  a  tentative  basis  as  follows 
be  adopted: 

One  individual  line  business  telephone  shall  upon  request 
be  furnished  without  charge  to  every  incorporated  town  or 
city  in  this  State  for  each  two  thousand  population  or  frac- 
tion thereof  within  the  telephone  exchange  limits  or  area  of 
said  town  or  city,  said  population  to  be  agreed  upon  by  the 
common  council  of  said  town  or  city  and  The  Mountain  States 
Telephone  and  Telegraph  Company:  The  Mountain  States 
Telephone  and  Telegraph  Company  to  place  said  telephones 
in  such  locations  as  are  designated  by  the  common  council, 
for  the  transaction  of  the  business  affairs  of  said  town  or 
city,  and  for  no  other  purpose. 

Dated  at  Phoenix,  Arizona,  this  sixteenth  day  of  June, 
1913. 


In  re  Special  Order  No.  If).* 

Docket  No.  8. 

Dated  August  15.  1913. 

Application  of  Special  Order  No.  19*  to  the  City  of  Globe — Refund  of 
OvercharKM  and  Collection  of  Underchar|;eB. 

Order. 

/(  M  hereby  ordered.  That  The  Stountain  States  Telephone 
and  Telegraph  Company  install  forthwith  in  the  City  of 
Globe,  Arizona,  the  schedule  of  rates  designated  and  au- 
thorized in  Special  Order  No.  19*  herein,  and  shall  chai^ 
and  collect  rates  in  accordance  with  Raid  schedule  and  not 
otherwiBC.  '   tu  '  k    I^"^!!! 

♦Printed  in  Commission  Leaflet  No.  12,  at  page  1. — Ed. 


In  re  Special  Obdbh  No.  19.  849 

It  is  further  ordered,  That  said  company  shall  make  repa- 
ration to  any  consumer  for  any  overcharge  made  and  collected 
in  excess  of  said  Rcbedule,  upon  dne  proof  thereof  being 
made,  and  may  collect  undercharges  from  consumers  receiv- 
ing service  at  a  lesser  coat  than  in  said  schedule  named,  said 
reparations  and  collections  to  date  from  the  first  day  of  Janu- 
ary, 1913. 

Dated  at  Phoenix,  Arizona,  this  fifteenth  day  of  Augn;?!, 
1913. 
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CALIFORNIA. 

Railroad  Commission. 

Is  THE  Matter  of  tub  Ai'I'IJcation  of  Honey  Lake  V.\li  ev 
Mutual  Telephone  Association  foe  Permission  to 
Make  and  Issue  its  rROMissoRY  Note  in  the  Sum  of 
Ten  Thousand  Dollars. 

Application  No.  419 — Decision  No.  767. 
Decided  July  2,  1913. 

Authorization  of  Promissory  Note — Substitutioii  for  Note  Issued  with- 
out Authority. 

Application  of  Honey  Lake  Valley  Mutual  Telephone  Company  (or 
authority  to  issue  promissory  note  in  the  sum  of  $10,000,  proceeds  to  be  used 
to  discharge  indebtedness  now  owing  by  this  company. 

Held:    Application  granted. 

Report. 

Edgerton,  Commissioner: 

This  is  an  application  by  Honey  Lake  Valley  Mutual  Tele- 
phone Association  for  an  order  autliorizing  the  issue  by  said 
association  of  a  promissory-  note  in  the  principal  sum  of 
JIO.OOO  with  interest  thereon  at  the  rate  of  seven  per  cent 
per  annum,  payable  semi-annually,  said  note  to  be  payable 
on  or  before  ten  years  after  its  date,  and  to  be  made  in 
favor  of  F.  B.  Hoffman;  and  for  an  order  authorizing  the 
execution  by  said  association  as  security  for  the  payment  of 
said  note,  a  mortgage  upon  all  of  its  system,  including  all 
of  its  pole  lines,  equipment,  franchises,  rights  of  way  and  real 
property. 

Applicant  is  a  corporation  operating  a  telephone  system 
in  Honey  Lake  Valley,  Tounty  of  Lassen,  State  of  California, 
and  has  an  authorized  capital  stock  of  910,000,  all  of  which 
has  been  issued. 
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Appl.  of  Honey  Lake  Valley  Mut.  Tel.  A8S'n.      851 

Applicant  received  on  ttie  8ale  of  its  capital  stock  $9,000, 
which  money  waa  invested  in  its  telephone  system.  In  addi- 
tion applicant  tmrrowed  from  said  F.  B.  Hoffman  a  total  of 
$10,000,  all  of  which  money  was  invested  in  betterments  and 
additions  to  plant. 

Applicant  issued  notes  to  said  F.  B.  Hoffman  as  evidence 
of  its  indebtedness  to  him  after  the  Public  Utilities  Act 
went  into  effect,  hence  snch  notes  are  void. 

It  is  evident  that  there  was  no  intention  to  evade  the  pro- 
visions of  the  Public  Utilities  Act,  and  immediately  upon  that 
law  being  called  to  the  attention  of  the  officers  of  applicant, 
this  application  was  filed. 

It  appears  from  the  evidence  that  the  $10,000  owed  F.  B. 
Hoffman,  and  which  it  is  proposed  to  evidence  by  the  promis- 
sory note  herein  asked  to  be  authorized-  was  invested  in  the 
plant  of  applicant,  and  inasmuch  as  the  effect  of  granting 
this  application  would  be  to  permit  applicant  to  have  ten 
years  within  which  to  pay  this  Indebtedness,  I  recommend 
that  the  application  bn  granted,  and  submit  herewith  the 
following  form  of  order: 

Obdeb. 

Application  having  been  made  to  the  Kailroad  Commissioii 
of  the  State  of  California  for  an  order  authorizing  Hoaey 
Lake  Valley  Mutual  Telephone  Association  to  issue  its  prom- 
issory note  in  the  principal  sum  of  $10,000,  with  interest 
thereon  at  the  rate  of  seven  per  cent  per  annum,  payable 
semi-annually,  said  note  to  be  payable  on  or  before  ten  years 
after  its  date  and  to  be  made  payable  to  F.  B.  Hoffman ;  and 
for  an  order  authorizing  the  execution  by  applicant  of  a 
mortgage  upon  all  of  its  system  to  secure  the  payment  of  said 
note,  and  a  hearing  having  been  duly  held,  and  it  appearing 
to  the  Commission  that  the  money  to  be  secured  by  the  issue 
of  said  note  is  necessary  and  reasonably  required  by  said 
company  for  the  discbarge  of  its  obligations,  and  that  the 
purposes  for  which  the  proceeds  of  the  issuance  of  said  note 
are  to  be  used  are  not  in  whole  or  in  part  reasonably  charge- 
able to  operating  expenses  or  to  income, 

/*  is  hereby  ordered.  That  the  Railroad  Commission  of  the 
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852  Califx)bnia  Bailboad  Commission. 

State  of  California  does  hereby  authorize  the  issue  by  Honej 
Lake  Vallej  Mutual  Telephone  Association  of  a  promisBory 
note  in  the  principal  sum  of  flO,000,  hearing  interest  at 
the  rate  of  seven  per  cent,  per  annum,  payable  on  or  before 
ten  years  from  its  date;  and  said  company  is  further  anUior- 
ized  to  mortgage  all  of  its  system,  including  pole  lines,  equip- 
ment, franchises,  rights  of  way  and  real  property  as  security 
tlie  payment  of  said  note. 
Said  note  to  be  issued  upon  the  following  conditions,  not 
otherwise : 

1.  Before  its  execution  there  shall  be  submitted  to  this 
Commission  for  its  approval  the  note  and  mortgage  herein 
I'uthorized  to  be  executed. 

2.  The  proceeds  from  the  i^uance  of  said  promissory 
note  shall  he  used  for  the  following  purpose  only :  To  dis- 
charge the  indebtedness  now  owing  by  said  company  to  said 
F.  B.  Hoffman  in  the  sum  of  |10,000. 

3.  Within  thirty  days  from  the  date  of  this  order  appli- 
cant shall  furnish  to  the  Commission  satisfactory  evidence 
that  all  evidences  of  indebtedness,  except  that  herein  author- 
ized, heretofore  given  to  P.  B.  Hoffman,  shall  be  cancelled 
and  destroyed,  and  that  the  indebtedness  evidenced  by  the 
note  herein  authorized  is  the  only  indebtedness  owed  by 
said  company  to  said  F.  B.  Hoffman. 

The  foreffoingopinion  and  order  are  hereby  approved  and 
ordere<l  filed  as  the  opinion  and  order  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dat<Hl  at  San  FranciRco,  California,  this  second  day  of 
July,  1913. 
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APPL.  of  PaC.  T.  &  T.  Co.  AND  CONSOLIDATED  UnLITIBB  CO.    853 

In  the  Matteb  of  tub  Application  of  The  Pacific  Thlh- 

PHONB    AND    TBLBGBAPB    COMPANY    FOB    PEBMISSION    TO 
WlTHDR<\W  FBOM  CeBTAIN  TeBRITOEY  AND  CONSOLIDATED 

Utilities  Company  to  Conduct  a  Telbphonb  System 
thebein. 

Application  No.  565 — Decision  No.  784. 

Decided  July   in,   1913. 

DivisioR  of  Territory— AdjuBtment  of  Switching  Clurgea — ^Uaintetumce 
of  Long  Distance  Connectiona — Diviuon  of  Interline  Toll  Revenne. 

.Application  of  The  Pacific  Tcleplione  and  Telegraph  Company  to  with- 
draw, and  the  Consolidated  Uiilities  Company  to  operate,  a  telephone  sys- 
tem in  and  about  the  towns  of  Compton  ami  Watts,  granted. 

Appearances  : 

H.  D.  PilUhury  and  C.  F.  Mason,  for  The  Pacific  Telephone 
and  Telegraph  Company. 

J.  Lee  Shepard,  for  the  Consolidated  UtilitJes  Company. 

Arthur  Wright,  for  the  United  States  Long  Distance  Tele- 
phone and  Telegraph  Company. 

Bepobt. 

GOBDON,  Commissioner: 

This  is  an  application  involving  the  withdrawal  of  The 
Pacific  Telephone  and  Telegraph  Company  from  certain  ter- 
ritory in  and  about  Coupton  and  the  entrance  of  Consoli- 
dated Utilities  Company  into  this  territory,  and  the  with- 
drawal of  the  latter  company  from  certain  other  territory  in 
and  about  Watts,  and  the  entrance  of  the  former  company 
into  this  territory. 

The  hearing  developed  the  fact  that  the  Consolidated  Utili- 
ties Company  owns  and  operates  a  telephone  system  in  the 
Town  of  Compton,  IjOS  Angeles  County,  California,  and  is 
serving  the  territory  in  and  adjacent  to  Compton  from  its 
Compton  exchange,  including  approximately  eight  sub- 
scribers located  at  Watts  Station. 


:vC(>OgIC 


854  Califobnia  Bailboad  Commission. 

The  Pacific  Telephone  and  Telegraph  Company  lias  only 
a  toll  station  at  Compton,  and  at  Watts  Btation  is  serving 
approximately  seventy  subscribers,  connected  by  means  of 
suburban  circuits  with  its  Los  Angeles  exchange. 

It  was  also  developed  at  the  hearing  that  the  subscribers 
of  the  Consolidated  Utilities  Company  located  at  points 
outside  of  Compton,  and  particularly  those  located  at  Watts 
Station,  do  not  pay  a  toll  charge  on  calls  going  to  Compton, 
and  that  subscribers  of  The  Pacific  Telephone  and  Telegraph 
Company,  located  also  at  Watts  Station,  talk  to  Los  Angeles 
without  payment  of  a  toll  charge. 

The  withdrawal  of  The  Pacific  Telephone  and  Telegraph 
Company  from  the  field  at  Compton  in  favor  of  the  Con- 
solidated Utilities  Company  and  the  withdrawal  of  the 
Consolidated  Utilities  Company  from  Watts  Station  in  favor 
of  The  Pacific  Telephone  and  Telegraph  Company  will  re- 
sult iu  the  elimination  of  free  switching  between  Compton 
and  Watts  Station,  since  business  between  these  towns  will 
thereafter  he  handled  over  the  toll  system  of  either  of  the 
two  companies.  It  will  also  eliminate  the  toll  charge  which 
the  Watts  Btation  subscribers  of  the  Consolidated  Utilities 
Company  have  heretofore  been  required  to  pay  on  Los 
Angeles  business,  and  will  establish  free  switching  on  busi- 
ness between  Watts  Station  and  Los  Angeles. 

That  the  elimination  of  free  switching  between  the  two 
communities  of  Watts  Station  and  Compton  would  meet  with 
more  or  less  objection  on  the  part  of  those  whose  personal 
interests  are  now  served  by  this  free  service  is  evident  The 
hearing,  however,  did  not  develop  objections  on  this  ground 
sufficient  to  justify  serious  consideration,  while  on  the  other 
hand  the  larger  community  interest  between  Watts  Station 
and  Los  Angeles,  which  it  was  also  shown  would  benefit  by 
the  change,  is  sufficient  indication  that  public  necessity  and 
convenience  will  be  subserved  thereby. 

It  was  further  established  at  the  hearing  that  the  Con- 
solidated Utilities  Company  is  under  contract  with  the 
United  States  Long  Distance  Telephone  and  Telegraph  Com- 
pany for  interchange  of  traffic,  and  it  was  thought  jwssible 
that  the  proposed  connecting  agreement  between  the  Con- 
solidated Utilities  Company  and  The  Pacific  Telephone  and 
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Telegraph  Company,  which  is  also  designed  to  provide  for 
interchange  of  traffic,  may  be  in  conflict  with  the  former 
contract  aa  effecting  such  interchange  of  traffic  with  the 
Consolidated  Utilities  Company.  The  application,  however, 
provides,  and  it  was  also  stipulated  at  the  hearing,  that  the 
agreement  herein  referred  to  between  <the  Consolidated 
Utilities  Company  and  the  United  States  Long  Distance 
Telephone  and  Telegraph  Company  la  to  be  continued  with- 
out prejudice. 

The  elimination  by  the  Consolidated  Utilities  Company  of 
the  former  free  switching  privileges  between  Compton  and 
Watts  Station,  and  the  placing  of  a  toll  charge  on  business 
between  these  localities,  will  necessitate  the  filing  by  the 
Consolidated  Utilities  Company  with  the  Commission  of  toll 
rates  which  it  is  desired  to  apply  on  this  business.  This 
recommendation  is  made  contingent  upon  the  filing  of  such 
rate,  and  with  the  understanding  that  the  rate  to  be  charged 
shall  be  the  same  rate  as  is  charged  for  similar  service  under 
similar  conditions. 

It  was  further  developed  at  the  hearing  that  the  proposed 
connecting  agreement  between  the  applicants  provides  for 
the  payment  by  The  Pacific  Telephone  and  Telegraph  Com- 
pany to  the  Consolidated  Utilities  Company  of  15  per  cent 
of  originating  and  three  cents  per  message  on  incoming  tolls. 
This  Commission  has  repeatedly  insisted  that  the  division  of 
toll  revenues  in  the  interchange  of  traffic  shall  be  on  the  basis 
of  not  less  than  30  per  cent  of  originating  tolls,  or  the 
equivalent  thereof  divided  between  originating  and  incoming 
tolls.  The  order  herein  recommended  is  therefore  made 
contingent  upon  this  agreement  being  so  altered  as  to  provide 
for  the  payment  by  Tlie  Pacific  Telephone  and  Telegraph 
Company  to  the  Consolidated  Utilities  Company  of  not  less 
than  30  per  cent  of  originating  tolls,  or  the  equivalent  there- 
of, as  above  provided. 

In  view  of  these  developments  the  following  order  is 
recommended : 


Application  having  been  made  by  The  Pacific  Telephone 
and  Telegraph  Company  and  by  the  Consolidated  Utilities 
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Company-,  the  former  to  withdraw  from  territory  in  and 
about  ComptoD,  Los  Angeles  County,  and  the  latter  to 
conduct  a  telephone  system  in  the  said  same  territory,  and 
the  latter  also  to  withdraw  from  territory  in  and  adjacent  to 
Watts  Station,  Los  Angeles  County,  and  the  former  to 
conduct  a  telephone  system  in  the  said  same  territory,  as 
defined  in  that  certain  proposed  connecting  agreement  filed 
with  this  application,  and  a  hearing  having  been  held  there- 
on and  no  reasonable  objection  appearing. 

It  is  hereby  ordered,  That  the  application  of  The  Pacific 
Telephone  and  Telegraph  Company  and  the  Consolidated 
Utilities  Company,  the  former  to  withdraw  from  and  the 
latter  to  conduct  a  telephone  ^stem  in  and  about  Gompton, 
Los  Angeles  County,  California,  and  the  latter  to  withdraw 
from  and  the  former  to  conduct  a  telephone  system  In  and 
adjacent  to  the  town  of  Watts  Station,  Los  Angeles  County, 
as  a  public  utility  operating  a  telephone  plant  as  herein- 
before provided,  be  and  the  same  is  hereby  granted;  provided, 
that  the  proposed  connecting  agreement  herein  referred  to 
be  so  modified  as  to  provide  for  the  payment  by  The  Pacific 
Telephone  and  Telegraph  Company  to  the  Consolidated 
Utilities  Company  of  not  less  than  30  per  cent,  of  originating 
tolls,  or  the  equivalent  thereof  divided  between  originating 
and  incoming  tolls;  and  provided,  further ,  that  the  present 
agreement  between  the  United  States  Long  Distance  Tele- 
phone and  Telegraph  Company  and  the  Consolidated  Utilities 
Company,  providing  for  the  interchange  of  traffic,  is  to  be 
continued  without  prejudice;  and  provided,  further,  that  the 
rate  to  be  charged  its  customers  and  patrons  by  the  Con- 
solidated Utilities  Company  for  toll  messages  between  Comp- 
ton  and  Watts  Station  shall  be  the  same  rate  as  is  charged 
for  similar  service  under  similar  conditions;  and  it  is  further 
provided  that  this  permission  is  not  to  be  taken  as  approval 
of  the  rates,  since  this  Commission  has  not  as  yet  passed 
upon  their  ultimate  reasonableness.  This  order  to  be  and 
become  effective  on  the  filing  with  and  approval  by  this  Com- 
itiissiiin  of  a  revised  connecting  agreement  on  the  part,  of  the 
two  companies  involved,  and  a  rate  schedule  providing  for 
toll  rates  to  be  charged  by  the  Consolidated  Utilities  Com- 
Ijaiiy   to   its  customers  and  patrons  for  business  between 
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ComptOD  and  Watts  Station,  said  filing  to  be  made  within 
thirty  days  of  date  of  this  order. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
ordered  filed  as  the  opinion  and  order  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dated  at  Ban  Francisco,  California,  this  tenth  day  of 
July,  1913. 


In  the  Mattbe  of  the  Appucation  of  Saratoga  Tble- 
PHONB  Company  to  Sell  to  The  Pacific  Telephone 

AND    TELBQEAPH    COMPANT    ITS    TELEPHONE    PLANT    IvO- 

CATBD  AT  Saratoga,  Santa  Clara  Codnty,  Caufohnia. 
Application  No.  642 — Decision  No.  812. 

Decided  July  sj,  1^13. 

Sal«— Isventoiy  of  Property  Tnotferred — Stipnlatioti  for  Adequate 
Serrico. 

Applica.tion  of  the  Saratoga  Telephone  Company  to  sell  its  plant  to  The 
Pacitic  Telephone  and  Telegraph  Cotnpany  foir  $3,000,  granted. 

Bbtort  and  Order. 

Saratoga  Telephone  Company  hariog  applied  to  this  Com- 
mission for  permission  to  sell  to  The  Pacific  Telephone  and 
Telegraph  Company,  for  the  earn  of  $3,000,  ita  entire  tele- 
phone plant  located  at  Saratoga,  Santa  Clara  Coonty,  Cali- 
fornia, and  within  the  radius  of  three  miles  from  the  Sara- 
toga exchange,  which  property  is  described  in  the  following 
inventory  attached  to  tlie  application  in  this  proceeding  and 
marked  "Exhibit  A" : 
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Lead  Poles. 

2  16  foot  4x4  sawed  redwood  pole. 
32  18  foot  4x4  sawed  redwood  pole. 
13  20  toot  4x4  sawed  redwood  pole, 
5  22  foot  4x4  sawed  redwood  pole, 
1  18  foot  4x6  sawed  redwood  pole, 

17  20  foot  4x6  sawed  redwood  pole. 

18  22  foot  4x6  sawed  redwood  pole. 
137  24  foot  4x6  sawed  redwood  pole. 

1  20  foot  6x6  sawed  redwood  pole. 

1  22  foot  6x6  sawed  redwood  pole. 

1  24  foot  6x6  sawed  redwood  pole. 

1    6  foot  4x6  sawed  redwood  pole  stub. 

1  24  foot  6x6;  12  foot  2  x  4;  16  foot  redwood  pole,  spliced, 

4  18  foot  6x4  sawed  redwood  pole,  push  brace. 

1  20  foot  4x4  sawed  redwood  pole,  push  brace. 

I  22  foot  4x4  sawed  redwood  pole,  push  brace. 
38  24  foot  4x6  sawed  redwood  pole  with  gains. 
40  extra  gains  on  foreign  poles. 


S3  6  pin  c 
20  16  pin  c 
2  16  pin  crossarms,  double. 
6  No.  8  knob  arms. 
346  12  inch  oak  brackets. 
Guys. 

6  No.  12  iron  head  guys, 
12  No.  12  iron  anchor  guys. 
11  No.  12  ircH)  anchor  guys,  twisted. 
1  5/16  iron  anchor  guys,  double. 
4  S/8  anchor  rods. 
Line  wire. 
14.834  loop  miles,  No.  12  iron  on  glass. 
16.510  loop  miles.  No.  12  iron  on  knobs. 
.607  loop  miles,  No.  14  weather  proof  on  glass. 
.416  loop  miles,  No.  14  weather  proof  on  knobs. 
.066  loop  miles.  No.  14  braided  rubber  covered  on  glass. 
.066  loop  miles,  No.  14  braided  rubber  covered  on  knobs. 
.076  loop  miles,  No.  17  Brown  &  Sharpe  distribution  on  glass. 
.180  loop  miles,  No.  17  Brown  &  Sharpe  distribution  on  knobs. 
337  extra  knobs.   > 
Subscribers'  drop  wires. 
25  No.  12  bare  iron  wire. 
28  No.  14  weather  proof  iron  wire. 
15  No.  14  traided  rubber  covered,  paired  distribution. 
14  No.  17  Brown  &  Sharpe,  paired  distribution. 
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Bridle  Wires. 

46  No.  18  braided  rubber  covered. 
Installations. 

11  subscribers'  stations. 
Lead  poles. 

3  4  X  6  35  foot  sawed  redwood  pole. 
5  6  X  6  24  foot  sawed  redwood  pole. 
16  4  X  6    6  foot  24  foot  sawed  redwood  pole. 
202  4  X  6  24  foot  sawed  redwood  pole  with  gains. 
180  4  X  6  24  foot  sawed  redwood  pole,  no  gains. 
137  4  X  6  24  foot  sawed  redwood  pole,  mountain  line. 
95  4  X  4  16  foot  sawed  redwood  pole. 
21  4  X  4  18  foot  sawed  redwood  pole. 
15  4  X  4  18  foot  sawed  redwood  pole,  push  braces. 

2  4  X  6  18  foot  sawed  redwood  pole,  push  braces. 

3  4  X  6  25  foot  sawed  redwood  pole. 


Crossarms. 

10  6  pin  crossarms. 
6  No.  4  ktiob  arms. 
281  10  inch  oak  brackets. 
Guys. 
161  No.  12  iron  guys. 
13  S/8  guy  rods. 

Line  wire. 

16      miles  No.  12  iron,  grounded,  on  glass. 
354  miles  No.  12  iron,  metallic,  on  glass. 
20      miles  No.  12  iron,  metallic,  on  knobs. 
167      extra  No.  4  knobs. 
2  repeating  coils  and  boxes. 

Subscribers'  drop  wires.  ^ 

9  No.  14  braided  rubber  covered,  paired  distribution,  (averse,  125  feet). 
9  No.  17  Brown  &  Sharps,  paired  distribution. 
34  No.  14  weather  proof,  paired  distribution. 

20  No.  12  iron. 

Underground  railroad  crossings. 

400  feet  of  trench  with  420  feet  of  1  inch  iron  pipe. 
Installations. 

62  subscribers'  stations. 

And  The  Pacific  Telephone  and  Telegraph  Company  hav- 
ing joined  in  the  application,  and  it  appearing  to  the  Com- 
mission that  tliis  is  not  a  case  in  which  a  public  hearing  is 
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uecessary,  and  also  that  public  convenience  will  be  sub- 
served by  tbe  granting  of  this  application, 

/(  is  hereby  ordered,  That  Saratoga  Telephone  Company 
he  ar.d  it  hereby  is  authorized  to  sell  to  The  Pacific  Telephone 
anil  Telegraph  Company,  for  the  sum  of  (3,000,  ite  entire 
telephone  plant  at  Saratoga,  Santa  Clara  County,  California, 
and  within  the  radius  of  three  miles  from  the  Saratoga  ex- 
change, the  property  to  be  transfei-red  being  that  set  forth 
in  tlie  inventory  recited  above,  upon  the  following  condi- 
tions, and  not  otherwise,  to  wit: 

The  price  given  in  consideration  for  the  property 
licreiii  authorized  to  be  transferred  shall  not  be  taken  before 
tills  Commission,  nor  any  other  public  body,  as  representing 
for  rate-fixing  or  other  purposes  the  value  of  the  property 
transferred. 

As  a  condition  precedent  to  the  transfer  herein  aathorlEed, 
The  Pacific  Telephone  and  Telegraph  Company  shall  file 
with  this  Commiasion  a  stipulation  stating  that  after  said 
company  sli^all  have  acquired  the  plant  of  the  Saratoga  Tele- 
phone Company,  as  herein  anthorized.  The  Pacific  Telephone 
and  Telegraph  Company  will  furnish  adequate  telephone 
service  in  all  the  territory  theretofore  served  by  the  Sara- 
toga Telephone  Company. 

Ry  order  of  the  Railroad  Commission. 

Dated  at  San  Francisco,  California,  this  twenty-third  day 
of  July,  1913. 
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In  thb  Matter  of  the  Appijcation  op  the  Lindsay  Home 
Telephone  and  Telegraph  Company  for  an  Osdbr 
authoeizing  it  to  issuh  certain  stock  ob  stock 
Certificates. 

Application  Ko.  626 — Decision  No.  855. 

Decided  August  ii,  igij. 

Authorization  of  Stock — Sabstitation  for  Stock  Itnwd  iritbont 
Anthony. 

Applicant  permitted  to  issue  1.644  shares  of  capital  stock  of  rhe  par 
value  of  $1,00  per  share,  proceeds  to  be  used  for  additions  and  betterments 
to  existing  plant. 

Report  and  Ordbr.  • 

Gordon,  Gomm\«aioner : 

Lindsay  Home  Telephone  and  Telegraph  Company  having 
applied  to  tlilB  Commission  for  an  order  aathorizlng  it  to 
issne  1,644  shares  of  its  capital  stock  of  a  par  ralne  of  $1.00 
each  per  share,  in  lieu  of  said  eqnal  nnmber  of  shares  here- 
tofore issued  without  the  approval  of  this  Commission,  In 
ignorance  of  the  provisiont*  of  the  Public  Utilities  Act,  the 
money  received  from  the  sale  of  saiii  1,R44  shares  heretofore 
issued  having  already  been  used  for  additions  and  better- 
ments to  applicant's  telephone  plant;  and  a  hearing  having 
been  held;  and  it  appearing  that  the  purposes  for  which 
the  money  was  received  from  the  sale  of  said  1,644  shares  of 
stock  were  not,  in  whole  or  in  part,  reasonably  chargeable  to 
operating  expenses  or  to  income;  and  it  appearing  farther 
that  the  applicant  received  for  said  stock  not  less  than  80 
per  cent,  of  the  par  value  thereof, 

It  is  hereby  ordered.  That  Lindsav  Home  Telephone  and 
Telegraph  Company  be  given  authority,  and  it  is  hereby 
triven  authority,  to  i^ue  1,644  share-s  of  its  capital  stock, 
upon  the  following  conditions  and  not  otherwise: 

(1)  Said  stock  herein  authorized  shall  be  issued  to  the 
following  persons  in  snbstitution  for  an  equal  number  of 
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shares  purported  to  have  been  issued  on  June  12,  1912,  and 
on  December  28,  1912,  as  follows : 

50  shares  trf  Faith   M.   Hostetter,  on  December  28, 

1912; 
44  ehares  to  A.  M.  Robertson,  on  December  28, 1912; 
50  shares  to  Avis  Milbury,  on  December  28,  1912; 
1500  shares  to  A.  M.  Robertson,  on  June  12,  1912. 
(2)   Before  said  stock  shall  be  issued,  the  certificates  of 
stock,  in  lieu  of  which  said  stock  is  hereby  authorized  to  be 
issued,  shall  he  called  in  by  applicant  and  canceled. 
By  order  of  the  Railroad  Commission. 
Dated  at  San  Francisco,  California,  this  eleventh  day  of 
August,  1913. 


In  the  Matter  ob^thb  Application  of  Western  Ei^bctric 
Company  to  Sell  and  The  Pacific  Telephone  and 
Telegraph  Company  to  Purchase,  the  Telephone 
Exchange  Plant  Located  at  Portola,  Plumas 
County,  California. 

Application  No.  579 — Decision  No.  863. 

Decided  AugutI   ii,  igis. 

Sale — Rates  for  One-Party  Service. 

Application  of  Western  Electric  Company  to  sell  its  telephone  plant  at 
Portola  to  The  Pacific  Telephone  and  Telegraph  Company  for  $4^5J1, 
granted. 

Appearances  : 
H.  A.  Johnson,  for  applicants. 


LovELAND,  Commissioner: 

This  small  telephone  plant  was  originally  started  by  the 
Western  Electric  Company,  and  about  two  years  ago  was 
sold  to  Mr.  0.  H.  Gardner  for  the  sum  of  |580.    Mr.  Gardner 
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made  a  small  cash  payment,  leaving  a  balance  of  ^13,  for 
wliich  he  gave  a  ninety-day  note.  He  defaulted  in  the  pay- 
ment of  principal  and  interest  of  the  note,  and  the  Western 
Electric  Company  took  poBsesaion  of  the  property  under 
foreclosure  sale  January  8,  1913,  having  bid  it  in  at  sheriffs 
sale  for  f575. 

Not  being  in  the  business  of  operating  telephones,  the 
Western  Electric  Company  asked  permission  to  permit  The 
Pacific  Telephone  and  Telegraph  Company  to  operate  this 
exchange  until  arrangements  could  be  made  for  aale.  This 
application  was  made  January  11,  1913,  and  was  approved 
by  the  CommisRion  February  22,  1913. 

Application  is  now  made  by  the  Western  Electric  Com- 
pany to  sell  to  The  Pacific  Telephone  and  Telegraph  Com- 
pany, which  company  joins  by  an  application  to  purchase. 

Mr.  H.  A.  Johnson,  appearing  for  the  applicants,  claims 
to  be  familiar  with  the  local  conditions  snfllciently  to 
warrant  him  in  saying  that  there  were  no  objections  on  the 
part  of  patrons  of  this  exchange;  that  on  the  contrary  it 
would  he  greatly  to  the  benefit  of  the  subscribers  to  permit 
the  sale  to  The  Pacific  Telephone  and  Telegraph  Company. 

In  addition  to  the  rates  for  this  exchange,  now  on  file  with 
the  ConimiBsion,  it  is  proposed  to  put  in  a  one-party  rate  ap- 
plying both  to  residence  and  business  houses,  as  follows: 

One-party  rate  for  residences ; 

Wall  tele^thones  $2.00  per  month 

Portable  desk  telephones  2.25  per  month 

One-party  rate  for  ibuwness  houses : 

Wall  telephones  2.50  per  month 

Portable  desk  telephones  275  per  month 

Subscribers  desiring  the  improved  service  which  these 
telephones  will  provide  may  arrange  to  have  it. 

I  find,  as  a  matter  of  fact,  that  the  convenience  of  the 
public  will  be  served  by  granting  the  application  and 
recommend  the  following  order,  subject  to  condition  men- 
tioned : 

Ordbb. 

The  Western  Electric  Company  having  asked  permission 
to  sell,  and  The  Pacific  Telephone  and  Telegraph  Company 
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to  purchase,  tlie  telephone  exchange  plant  located  at  Portola, 
Plumas  County,  California,  for  the  sum  of  |466.31;  and  it 
having  been  found  that  the  jntereats  of  the  subscribers  to 
this  exchange  and  of  the  public  will  be  beet  served  by  per- 
mitting this  sale  and  purchase, 

/*  is  hereby  ordered,  That  the  Western  Electric  Company 
be  and  it  is  permitted  to  sell,  and  The  Pacific  Telephone  and 
Telegraph  Company  be  and  it  is  permitted  to  purchase  the 
telephone  exchange  plant  located  at  Portola,  Plumas  County, 
California,  for  the  sum  of  t4fi6.31,  subject  to  the  following 
condition,  namely:  That  The  Pacific  Telephone  and  Tele- 
graph Company  file  with  this  Commission  a  stipulation  that 
the  rates  now  being  charged  to  patrons  at  Portola  are  satis- 
factory and  that  no  advance  in  said  rates  is  contemplated, 
and  no  change,  other  than  the  application  of  the  one-party 
rate  explained  above.* 

It  is  inrther  ordered.  That  this  price  need  not  be  binding 
upon  this  Commi'ssion  or  other  regulatory  body  as  a  fair 
value  of  the  property  for  rate-flxing  purposes. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
ordered  filed  as  the  opinion  and  order  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  eleventh  day  of 
August,  1913. 

*By  a  supplemental  order,  dated  August  22,  I9I3,  (Decision  No.  897),  the 
putage  reading, 

"That  The  Pacific  Telephone  and  Telegraph  Company  file  wifli  this  Com- 
mission a  stipulation  that  the  rates  now  beinR  charged  to  patrons  at  Portola 
are  satisfactory  and  no  advance  in  said  rates  is  contemplated  and  no  change 
other  than  the  application  of  the  one-party  rate  explained  above:" 

was  changed  to  read  as  follows: 

"That  The  Pacific  Telephone  and  Telegraph  Company  file  with  this  Com- 
mission a  stipulation  that  it  will  give  good  and  efficient  service  to  patrons 
at  Portola  at  its  present  rates  with  the  addition  of  the  one-party  rate  ex- 
plained above." — Ed. 
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INDIANA. 

Public  Service  Commission. 

Thomas  C.  Dowlinq,  et  al..  vs.  Home  Telbphonb  and  Telb- 
GRAPH  Company,  Foet  Watnb.  Indiana. 

No.  65. 

Home  Telephone  and  Tei,egeaph  Company — ex  parte. 

No.  83. 

Decided  July  23,  1913. 

Diacriminatioo— Uniform  Rates  Prescribed — Penalty  for  Delayed  Pay- 

Ordeb. 

In  the  above-entitled  causes  the  Commission  finds  that  the 
rates,  tolls  and  charges  at  and  from  its  New  Haven  ex- 
change, of  the  Home  Telephone  and  Telegraph  Company, 
are  diacriminatory  and  said  company  is  ordered  to  file  its 
tariffs  making  a  uniform  rate  of  fl.OO  per  month  for 
residence  telephones  and  fl.50  per  month  for  business  tele- 
phones on  said  New  Haven  exchange,  to  whii^h  may  be  added 
10  per  cent,  if  not  paid  on  or  before  the  twentieth  of  the 
month. 

Said  company  may  also  file  a  rate  of  10  cents  per  message 
of  three  minutes  for  all  messages  transmitted  from  said  New 
Haven  exchange  to  Ft.  Wayne, 
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Railroad  Conunission. 
HMERIDAN     K.     OaBDINEB    r«.     TNION    TeLEI'IIONB    OoMI'ASV. 

T— 15. 

DaUd  August  2g,  1913. 
Elimination  of  DiacriminAtiaD — Claaufication  of  Serrice. 

Obdbr. 

romplaint  having  been  tiled  in  the  al>oTe  entitled  matter, 
to  wliieh  antm'er  was  made  and  proofs  taken  in  tbe  regular 
order,  and  this  Commissiiin  having  fully  considered  said 
pleadings  and  evidence  offeretl  in  support  thereof,  and  hav- 
ing expressed  its  flmliugs  of  fact  in  an  opinion*  heretofore 
issued  herein, 

/(  j«  hereby  ordered.  That  said  defendant  company,  on  or 
liefore  the  first  day  of  November,  1913,  eliminate  the  dis- 
criminations found  in  said  opinion,"  by  charging  like  rates 
for  like  contemporaneous  service,  and  by  making  and 
publishing  an  appropriate  classification  for  each  and  everr 
rate  demanded  and  charged  for  service  through  said  Mt. 
Pleasant  exchange,  in  accordance  with  the  terms  and  condi- 
tions of  the  opinion"  filed  herein. 

*Frinted  in  ComniissJon  Leaflet  No.  21,  at  page  568. — Ed. 
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Appl.  of  Deydbn  Tel.  Co.  867 

In   the    JfATrER   OP   THE    APPLICATION    OF    CH.\BLES    ZeIOEN, 

Doing  Business  as  the  Deyden  Telephone  Company^ 
FOE  Authority  to  Establish  Cbktain  Rates,  Rentals 
AND  Charges  fob  Telephone  Sebvice. 

T— 35. 

Decided  September  19,  1913. 
Approval  of  Rate  Schednle.* 

Obdbb. 

Application  was  filed  in  the  above  matter  on  the  second 
daj  of  September,  1913,  together  with  proof  of  the  publica- 
tion of  a  notice  by  the  said  Charles  Zeigeu  in  the  Dryden 
News,  a  newspaper  of  general  circalation  in  the  territory 
served  by  the  telephone  lines  and  facilities  of  the  said 
Charles  Zeigen,  setting  forth  that  on  the  fifth  day  of 
September,  1913,  application  would  be  made  to  this  Com- 
mission for  authority  to  establish  certain  telephone  rates 
for  the  subscribers  of  the  telephone  service  furnished  by  said 
Charles  Zeigen,  said  proposed  rates  being  given; 

And  an  order  of  hearing,  in  pursuance  of  such  application, 
having  been  fixed  for  Wednesday,  the  seventeenth  day  of 
September,  1913,  at  two  o'clock  p.  m.,  at  the  office  of  the 
■Commission  in  the  City  of  Lansing,  and  the  said  Charles 
Zeigen  having  appeared  at  the  time  and  place  mentioned  and 


♦This  is  the  first  order  made  by  the  Commission  under  Section  10  of 
the  act  effective  August  IS,  1913,  entitled  ^;i  aet  lo  declare  the  telephone 
lines  and  telephone  companies  within  the  Stale  of  Michigan  lo  be  common 
carriers,  to  regulate  the  business  of  the  same,  provide  for  the  consolidation 
thereof,  and  prescribe  Ike  penalty  for  the  violation  of  this  aet.  Section  10 
provides  that  no  rate  for  telephonic  service  shall  be  increased  except  upon 
application  lo  the  Commission  and  after  a  finding  by  ct  that  the  increase 
is  justified;  and  further,  that  every  application  must  be  accompanied  by 
proof  of  the  piAlicalion  in  a  newspaper  of  g^nsral  circulation  in  the  ter- 
ritory served,  of  a  notice  of  the  intended  application  for  an  increase  in 
rates,  stating  the  rates  proposed  to  be  charged. 

A  similar  order,  made  September  23.  1913,  In  the  Matter  of  the  Applica- 
tion of  Benzie  Consolidated  Telephone  Company  for  Authority  to  Establish 
Certain  Rates,  Rentals  and  Charges,  for  Telephone  Service,  is  printed  at 
page  868  of  this  Leaflet— Ed. 
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baring  submitted  evidence  in  snpport  of  bis  application  and 
DO  one  appearing  in  opposition  tbereto; 

And  tbe  Commission  baring  duly  considered  said  applica- 
tion and  tbe  eridence  offered  in  support  thereof,  by  yirtue  of 
tbe  antbority  vested  in  us  by  law, 

Do  hereby  authorize  tbe  said  Charles  Zeigen,  doing  busi- 
ness as  the  Dryden  Telephone  Company^  to  publish  and  make 
effective  as  of  the  firat  day  of  October,  1913,  the  following 
schedule  of  rentals,  rates  and  charges  for  service  fornished 
by  the  lines  and  telephone  facilities  of  the  said  Charles 
Zeigen  in  and  alront  the  Village  of  Dryden,  Lapeer  County, 
Michigan,  as  proposed  in  the  published  notice  hereinbefore 
mentioned. 

Rentals  fob  Dkvden  Village. 

One-party   line,    Business  places  $15.00 

Two-   to   Four-party   line,   Business  places                                  12.00 

One-party  line,  Residence  12.00 

Four-  to  Six-party  line,  Residence  10.00 

Extension   telephone  6.00 

Rural   party   line  12.00 
Less  than  one  year,  an  installation  charge  will  be  made  of    2.00 

Dated  September  19,  1913. 


In  the  M.\tter  of  the  Application  of  Benzie  Gonsou- 
dated  tei-erhonb  company  fob  authobity  to  es- 
TABLISH cEETAiN  Rates,  Rentai.^  and  Chabqbs  poe 
Telephone  Service. 

T— 36. 

Decided  Sefilember  23,  1913. 
Approval  ol  Rate  Schedule.* 

Oedeb. 

Application  was  filed  in  the  above-entitled  matter  on  the 
ninth  day  of  September,  A.D.  W13,  together  with  proof  of 
publication  of  a  notice  by   the  Benzie  Consolidated   Tele- 


*See  footnote  on  page  867.— Ed. 
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phone  Company  in  the  Free  Press,  a  newspaper  of  general 
circulation  in  the  territory  served  by  the  telephone  lines 
and  facilities  of  said  telephone  company,  setting  forth 
that  on  the  ninth  day  of  September,  1913,  applica- 
tion would  be  made  to  this  Commission  for  authority  to 
establish  certain  telephone  rates  for  the  subscribers  of  the 
telephone  service  furnished  by  the  said  Itenzie  Consolidated 
Telephone  Company; 

And  an  order  of  hearing  in  pursuance  of  such  application 
having  been  fixed  for  Wednesday,  the  seventeenth  day  of 
September,  A.D.  1913,  at  1:30  p.  m.,  at  the  office  of  the  Com- 
mission in  the  City  of  Lansing,  at  which  time  said  cause 
was  adjourned  to  1 :30.  p.  m.  on  Friday  the  nineteenth  day  of 
September,  1913,  at  the  same  place,  at  which  time  Mr.  John 
W.  Cruse  appeared  on  behalf  of  said  telephone  company  and 
submitted  evidence  in  sopport  of  such  application,  and  no 
one  appeared  in  opposition  thereto; 

And  the  Commission  having  duly  considered  said  applica- 
tion, and  the  evidence  offered  in  support  thereof, 

Therefore,  by  virtue  of  the  authority  vested  in  us  by  law, 

We  do  hereby  authorize  the  said  Renzie  Consolidated 
Telephone  Company  to  publish  and  make  effective  as  of  the 
first  day  of  October,  1913,  the  following  schedule  of  rentals, 
rates  and  oharpres  for  service  furnished  by  the  lines  and  tele- 
phone facilities  of  said  the  Benzie  Consolidated  Telephone 
Company,  as  proposed  in  the  published  notice  hereinbefore 
mentioned : 

Telephone  Rates  for  the  Benzie  Consolidated  Telephone  Company, 
Individual,  Business  rate  $24.00  per  year 

Four-party,  Business  rate,  code  ring  21.00  per  year 

fndividual.  Residence  rate  18,00  per  year 

Four-party.  Residence  rate,  code  ring  15.00  per  year 

Rural  party  line,  not  exceeding  ten  on  line,  code  ring  15.00  per  year 

Summtr  resort  rates,  not  to  exceed  six  months  as  a  season, 

rate  to  be  payable  in  advance  upon  ordering  service  IS.OO  per  year 
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Public  Service  Cottunission. 

In  the  Mattgb  of  Discbimination  by  Telbphonb  Cobpoba- 

TIONS  IN  THE  CALLING  OF  TELBGBAPH  OOBPOBATION^. 

General  Order  No.  4. 
Dated  September  2,  /p/j. 

DiacrimiiutiQD  between  Telegraph  Companiea — Call  Worda. 

Ordered,  That  the  use  of  the  word  "telegram"  or  other  call  words  in 
calhng  tdephone  stations  of  the  Western  Union  Telegraph  Company  or 
Other  telegraph  companies,  shall  be  discontinued  and  such  words  shall  not 
be  recognized  by  operators  receiving  calls;  that  regular  call  numbers  shall 
be  used  exclusively  in  making  calls  for  telegraph  offices;  and  further,  that 
operators  shall  not  be  allowed  to  advise  the  person  calling  as  to  which  tele- 
graph company  shall  be  called,  except  that  if  the  exchange  is  directly  con- 
aected  with  only  one  telegraph  company,  the  operator  may  so  inform  the 
person  calling.* 

Obdbb. 

In  the  matter  of  discrimination  by  telephone  corporations 
in  the  calling  of  telegraph  corpurations : 

Ordered,  1.  Tliat  every  telephone  corporation  engaged  in 
business  in  this  State  be,  and  it  hereby  is,  required  to  ditt- 
continue  the  use  of  the  word  "telegram"  or  other  call  word 
or  words  for  local  serriee  to  a  telephone  station  of  The 
Western  Union  Telegraph  Company,  or  for  any  other  tele- 
graph corporation  engaged  in  business  in  this  State. 

Further  ordered,  2.  That  every  such  telephone  corporation 
be,  and  it  hereby  is,  required  to  assign  to  and  publish  for  the 
telephone  stations  of  all  telegraph  companies  regular  call 
numbers,  and  furnjsli  to  same,  regular  standard  service  in 
like  manner  as  to  other  subscribers  in  the  same  exchange. 

Further  ordered,  3.  That  every  such  telephone  corporation 
be,  and  it  hereby  is,  required  to  make  such  rules  for  the  gov- 
ernment of  its  switchboard  operators  that  in  no  case  shall 

'Editor's  headnote. 
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the  word  "Telegram"  be  recognized  as  a  call  word,  and  that 
if  SQch  word  be  used  the  person  calling  sbali  be  informed 
that  it  is  not  recognized  as  a  call,  and  that  the  person  call- 
ing shall  be  required  to  use  the  proper  call  number. 

Further  ordered,  4.  That  in  no  case  of  call  for  a  telegraph 
company  shall  any  switchboard  operator  or  employee  of  any 
such  telephone  corporation  be  permitted  or  allowed  to  desig- 
nate, direct  or  advise  which  telegraph  company  shall  be 
called  for  the  purpose  of  sending  a  telegram,  subject,  how- 
ever, to  the  provision  that  where  the  exchange  has  direct  con- 
nection with  but  one  of  said  companies,  the  operator  may 
advise  the  person  calling  which  company  is  connected  with 
that  particular  exchange  and  every  soch  telephone  corpora- 
tion shall  be  and  hereby  is  required  to  institute  proper  rules 
to  that  effect  for  the  government  of  its  employes. 

Further  ordered,  5.  That  this  order  shall  be  effective  the 
first  day  of  October,  1913.» 

Further  ordered,  6.  That  every  such  telephone  corporation 
be,  and  hereby  is,  required  to  notify  this  Commission  in  the 
manner  required  by  Section  25  of  the  Public  Service  Commis- 
sion Law,  on  or  before  the  first  day  of  October,  1913,  whether 
the  terms  of  this  order  are  accepted  and  will  be  obeyed, 

*The  above  order  was  issued  without  notice  to  any  of  the  telephone 
companies  affected.  Prior  to  the  date  the  order  was  to  become  effective 
a  motion  wus  filed  with  the  Commission  by  The  Southwestern  Tele- 
gra'ph  and  Telephone  Company.  askitiK  that  the  order  either  be  set 
aside  or  modi&ed.  The  Commission  thereupon  took  the  matter  under 
advisement  and  stated  that  the  order  would  not  be  ii;iade  effective  until 
further  action  had  been  taken  in  the  matter.  At  this  date,  (November 
5,  1912),  the  Commission  had  taken  no  final  action  upon  this  order. — Ed. 
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State  Railway  Commission. 

In  the  Mattbe  of  thh  Application  of  Thb  Wbsteen  Union 
Tbleqbaph   Company  foe  Authobitt  to  Public  a 

SCHEDULB     OK     BeDUOBD     BaTES     ON     MONBY     TSANSTQl 

Sbeticb.  .  , 

Application  No;  1679. 

Decided  February  6,   rQiJ. 

Ratet  for  Trantfer  of  Money  by  Tel«Knq>h,* 

Oedbb. 

Whbebas,  The  Western  Union  Telegrapli  Company  has 
made  application  to  the  ^Nebraska  State  Railway  ComlniBsioii 
for  authority  to  publish  a  schedule  of  reduced  rates  on  money 
transfer  service,  effective  March  1,  1913,  aa  follows : 

Premium. 

For  a  transfer  of  $25  or  less  25  cents 

For  a  transfer  of  over  $25  and  not  exceeding  $50  35  cenn 

For  a  transfer  of  over  $50  and  not  exceeding  $75  60  cent? 

For  a  transfer  of  over  $75  and  not  exceeding  $100'  85  cen;* 

For  earfi  additional  $100  or  fraction  thereof  up  to  and  including 

$3,000  25  cents 

For  each  additional  $100  or  fraction  thereof  over  $3,000  .  JOcenu 

Telegraph  Tolls. 
In  addition  to  the  premium,  there  will  be  a  charge  for  telegraph  service 
equal  to  the  price  of  one  fifteen-word  message  from  the  office  of  deposit 
to  the  office  of  payment. 

And  it  appearing  to  the  Commiseion,  upon  doe  inveatiga- 
tion  and  consideration,  that  the  application  is  reasonable, 


*A    siniilar   order   authorizing   the    Postal    Telegraph- Cable   Company  to 
publish  an  identical  schedule  of  reduced  rates  was  issued  In  the  Matter  of 

the  AppHcaiion  of  the  Postal  Telegraph-Cable  Cowfiany  for  Authority  U- 
Publish  a  Schedule  of  Reduced  Rates  on  Money  Transfer  Service.  --Ap- 
plication No.  1688,    February  15,  1913.— Ed. 
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warranted  by  existing  conditions,  and  that  tlie  proposed  rates 
are  substantial  reductions  of  present  rates, 

/*  is  ordered,  By  the  Nebraska  State  Railway  Commission, 
that  the  desired  authority  be,  and  the  same  is,  hereby 
granted,  the  new  schedule,  as  above  authorized,  to  become 
effective  from  and  after  publication  and  filing  with  the  Com- 
mission of  a  lawful  tariff  providing  therefor,  but  not  later 
than  March  1,  1913. 

Made  and  entered  at  Lincoln,  Nebraska,  this  sixth  day  of 
February,  1913. 


Afpucation    op    Nbbbaska     Telephonb    Company    fob 

AUTHOBTTI  TO  CANCEL  ITS  RaTSS  FOB  GbOUNDBD   ShBV- 

iCE  AT  Aluanob,  Nbbbaska. 

Decided  March  7,  1913. 

Substitutioii  of  HeUUic  Ciicnits  for  Grounded  Lines — Discontmiunce  of 
Grounded   Line   Service. 

Inpobmal  RuuNa.* 

Under  date  of  March  5,  Mr.  G.  E.  McFarland,  Vice-Presi- 
dent and  General  Manager,  Nebraska  Telephone  Company, 
made  a  request  for  authority  to  cancel  ite  rates  for  grounded 
service  in  connection  with  its  Alliance  exchange,  to  take 
effect  at  once  in  so  far  as  new  subscribers  are  concerned  and 
effective  at  the  end  of  the  contract  period  for  old  snb- 
Bcribers.  It  appears  that  the  Nebraska  Telephone  Company 
has  lately  established  new  metallic  service  equipment  at 
Alliance,  and  that  all  save  about  75  of  its  subscribers  have 
voluntarily  taken  the  new  service.  It  further  appears  that 
there  are  less  than  10  per  cent,  of  grounded  lines  on  this  ex- 
change, and  that  the  new  plant  is  not  built  or  equipped  for 
permanently  handling  that  class  of  business.  Upon  this 
showing  the  Commission  granted  authority  to  the  Nebraska 
Telephone  Company  to  cancel  its  rates  for  grounded  service 
at  Alliance,  effective  at  once  in  so  far  as  new  subscribers  are 

•Excerpt  from  the  Minutes  of  the  Commission. — Ed. 


874  Nebbaska  State  Railway  rosmissiON. 

concerned  and  at  the  end  of  the  contract  period  for  old  siib- 
Bcribers.  It  is  directed  that  Mr.  McFarland  be  notified  bj 
letter  of  the  action  taken. 


In  the  Matteb  of  the  Appucation  op  the  Palisade  Tele- 
phone Company  foe  Authoeity  to  Issue  and  Sell  its 
Stock  in  the  Amount  of  |1,450. 

Application  No.  1811. 

Decided  July  28,  19/J. 

Authorizatioii  of  Stock— Cost  of  Reproduction— Present  Valae. 

Obdbb. 

Wheeeas,  The  Palisade  Telephone  Company  of  Palisade 
has  made  application  to  the  Nebraska  State  Railway  Com- 
mission for  authority  to  issue  and  sell  its  additional  stock  in 
the  amount  of  |1,450,  the  pi-oceeds  to  be  used  for  the  purchase 
of  the  property  of  the  Farmers'  Telephone  Association,  of 
Palisade,  and  to  pay  for  new  lines  built  and  'phones 
purchased  during  1912 ; 

And  it  appearing  to  the  Commission,  upon  due  investiga- 
tion and  consideration,  that  the  present  outstanding  stock 
of  said  company  amounts  to  $1,600;  that  the  value  of  its 
property,  as  reported  by  the  company,  is  not  less  than  f3,050 ; 
that  the  reproduction  value  new,  as  ascertained  by  the  Com- 
mission'«  engineering  department,  is  $3,935.33;  that  the 
present  value  is  f  3,450 ; 

And  it  further  appearing  to  the  Commission  that  the  ap- 
plication is  reasonable,  warrante<l  by  existing  conditions, 
and  that  the  proceeds  of  the  sale  of  the  proposed  stock  are 
to  be  used  for  lawful  purposes, 

/*  is  ordered,  By  the  Nebraska  State  Railway  Commission, 
that  the  desired  authority  be  and  the  same  is  hereby  granted; 
provided,  that  the  additional  stock  herein  authorized  shall 
be  sold  for  cash  and  at  not  less  than  par;  provided  further, 
that  within  thirty  days  of  the  disposition  of  said  stock  tJie 
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applicant  shall  file  with  this  Commission  a  verified  state- 
ment showing  the  names  of  tlie  parties  who  have  purchased 
same,  the  number  of  shares  sold  to  each  person,  Che  proceeds 
received,  and  also  a  verified  statement  showing  in  detail  the 
disposition  of  said  proceeds. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twenty-eighth 
day  of  July,  1913. 


In  the  Matter  of  the  Application  of  the  Magnet  Inde- 
pendent Tei^ephonb  Company  of  Magnet  fob  Au- 
thoeitt  to  isstib  and  sell  its  additional  capital 
Stock  in  the  Amount  op  fSOO. 

Application  No.  1829. 

Decided  July  ?S,   1913. 
Autborization  of  Stock— Cost  of  Reproduction— Preirat  Value. 

Obder. 

Whereas,  The  Magnet  Independent  Telephone  Company 
of  Magnet  has  made  application  to  the  Nebraska  State  Bail- 
way  Commission,  under  the  provisions  of  the  Stock  and 
Bonds  Act  of  1909,  for  authority  to  issue  and  sell  50  addi- 
tional shares  of  its  capital  stock  at  the  par  value  of  (10  per 
share,  total  proposed  issue  $500 ; 

And  it  appearinp  to  the  Commission,  upon  due  investiga- 
tion and  consideration,  that  tSie  capital  stock  of  said  Magnet 
Independent  Telephone  Company  now  outstanding  amounts 
of  |2,980,  representing  298  shares  at  $10  per  share; 

And  it  further  appearing  that  the  proceeds  of  the  proposed 
issue  are  reasonably  required  for  the  purpose  of  taking  up 
short  time  notes  to  the  amount  of  $500,  representing  bor- 
rowed money  which  has  been  expended  for  construction 
material,  instruments,  and  for  extensions  and  betterments, 
and  the  said  company  having  submitted  a  map  showing  the 
location  of  all  its  lines  and  a  complete  inventory  of  all  its 
properties,  declaring  a  total  valuation  of  $^,767.21,  and  the 
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engineering  department  of  this  Gommiasion  baring  appraised 
the  said  properties  and  having  ascertained  that  the  reproduc- 
tion value  new  of  same  is  $7,509.49,  and  that  the  present 
value  is  |5,625.06,  said  valuations  having  Yteen  made  as  of 
June  18,  1912,  and  the  Oommisaion  heing  satisfied  that  the 
application  is  reasonably  warranted  by  existing  conditions, 
and  that  the  proceeds  of  the  proposed  stock  are  to  be  uaed  for 
lawful  purposes, 

It  is  ordered,  IJy  the  Nebraska  State  Railway  Commission, 
that  the  desired  authority  be  and  the  same  is  hereby  granted; 
provided,  that  the  additional  stock  herein  authorized  shall 
he  sold  for  cash  and  at  not  less  than  par ;  provided  further, 
that  within  thirty  days  of  the  disposition  of  said  stock  the 
applicant  shall  file  with  this  Commission  a  verified  state- 
ment showing  the  names  of  the  parties  who  have  purchased 
said  stock,  the  number  of  shares  bouglit  by  each  person,  the 
price  paid,  and  also  a  verified  statement  showing  in  detail 
the  disposition  of  said  proceeds. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twenty-eighth 
day  of  July,  1913. 


Applfcation  op  Nebraska  Telephonb  Company  fob  Au- 
thority TO  Reduce  its  Rate  for  Toll  Sbrvicb  bbtwebn 
McLean  and  Magnet,  Nebraska. 

Decided  August  4,  igjj. 
Reduction  of  Toll  Kate— StandardizatiDn  of  Rates.* 

Informal  RuLiNo.f 

Upon  request  of  Mr.  Charles  E.  Hall,  Vice-President  and 
Oeneral  Manager,  Nebraska  Telephone  Company,  the  said 
company  was  granted  authority  to  reduce  its  toll  between 
aroLean  and  Magnet  from  25  cents  to  15  cents  for  three  min- 


*The  reason  for  making  the  reduction,  as  stated  in  the  application,  was 
that  the  existing  rate  was  not  in  accordance  with  the  company's  standard.— 
Ed. 

tExeerpt  from  the  Minutes  of  the  Commission. — Ed. 
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utes"  servk-e,  effective  September  1,  1913,  and  it  was  di- 
rected that  the  Nebraska  Telephone  Company  be  notified 
by  letter  of  the  action  taken.  (See  letter  from  Mr,  Chas.  E. 
Hall,  dated  July  31,  1913,  in  Nebraska  Telephone  Company 
file.) 


In  the  Matter  of  the  Application  of  the  Nbbraska  Tbu;- 
PHONB  Company  foe  Authoeity  to  Establkh  and  Put 
into  Force  and  Effect  a  Cbetain  Schedule  of  Rates 
FOB  Metallic  Service  in  the  City  op  Lexington. 

Application  No.  1435. 

Decided  August  II,    IpIJ. 

InataUatioii  of  Metallic  Circuits — Rates  for  Metallic  Circuit  Service. 

Application  by  the  Nebraska  Telephone  Company  for  permission  to  estab- 
lish rates  for  metalltc  circuit  service  in  Lexington  upon  the  installation  of 
such  a  system,  in  addition  to  the  rates  in  force  for  grounded  circuit  service 
which  was  to  be  continued  to  those  who  desired  it. 

Reasooablenew  per  ae  of  Ratea. 

It  appeared  that  there  would  be  no  material  increase  in  rates,  and  that 
the  ser^'ice  would  be  greatly  improved,  bat  the  Comnrission  undertook  to 
determine  the  reasonableness  per  se  of  the  proposed  rate  schedule,  holding 
that  its  reasonableness  depended  on  (1)  the  value  of  the  property  devoted 
to  the  public  service,  (2)  the  cost  of  operating  the  plant,  and  (3>  the 
rate  of  return  allowed. 

Valuation   of   Property— Reproduction   Cost— Present   Valoe— Book 
Value— Overhead  AUowaoce. 

The  Commission's  engineers  placed  a  reproduction  new  value  of 
$75,861,53  and  a  present  value  of  $60,241.46  on  the  plant,  including  the  new 
construction,  but  excluding  toll  property  and  all  portions  of  the  nld  plant 
no  longer  needed  in  the  public  service  The  Commission,  however,  adopted 
$66,641.51  as  the  basis  for  determining  the  reasonableness  of  the  proposed 
rates,  this  Rgure  being  reached  by  adding  the  estimated  cost  of  Ae  metallic 
system  to  the  book  valne  as  determined  by  the  Commission's  accountants. 
No  allowance  for  overhead  costs  was  included  in  the  estimate  of  the  cost 
of  the  new  construction. 
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Coat  oE  Service — Allowance  for  Haintenance  and  Depredadon — Rate  of 
Return, 

In  estimating  the  cost  of  service  the  Commission  found  that  thi?  ann-:al 
depreciation  amounted  to  8.21  per  cent,  on  a  valuation  of  $66,658,  and  that 
the  cost  of  maintenance  amounted  annually  to  3.56  per  cent,  on  that  vab'a- 
tion,  but  held  that  these  percentages  were  abnormal  because  they  were 
computed  during  the  period  of  reconstruction,  when  it  was  impossible  to 
differentiate  between  new  construction,  replacements,  maintenance  and  re- 
pairs. The  Commission  adopted  nine  per  cent,  on  the  accepted  value  of 
$66,641.51  to  cover  maintenance  and  depreciation,  and  seven  per  cent,  on  the 
same  figure  as  a  reasonable  rate  of  return.  In  this  connection  it  stated 
that  althoiigh  it  had  never  definitely  determtned  what  the  rate  of  return 
for  telephone  companies  should  be,  seven  per  cent,  was  not  unreasonable. 
It  found  that  the  probable  revenue  under  Ihe  proposed  rates  would  nrt  be 
sufficient  to  yield  a  return  of  seven  per  cent.,  but  that  with  the  development 
of  the  exchange  the  deficit  should   eventually  be  overcome. 

Held:  That  the  proposed  rates  are  not  only  reasonable  from  the  stand- 
point of  the  subscriber,  but  are  on  a  par  with  the  rates  of  other  exchanges 
in  the  State  furnishing  the  same  class  of  service. 

Accordingly  the  proposed  schedule  of  rates  was  approve'l.* 

Opinion. 
Tayloe,  Commissioner: 

The  applicant  herein,  operating  a  telephone  exchange  at 
Lexington,  Nebraska,  asks  for  authority  to  file  a  new  sched- 
ule of  rates,  contingent  upon  the  reconstruction  of  its  plant 
at  that  place  and  tlie  installation  of  a  metallic  circuit  sys- 
tem. The  rates  now  in  force,  based  on  grounded  circuit  serv- 
ice, are  as  foUws; 

Individual  line,  Business  $2.00  per  month 

Individual  line,  Residence  1.25  per  month 

Farm  line  1.50  per  month 

Extension  sets,  Business  1.00  per  month 

Extension  sets,  Residence  .50  per  month 

Extra  charge  for  unlimited  service  to  farm  lines.  Business      .50  per  month 
Extra  charge  for  unlimited  service  to  farm  lines,  Residence      .25  per  month 

Tlie  only  change  proposed  in  the  new  schedule  is  the  addi- 
tion of  rates  for  metallic  circuit  service,  these  rates  being 
as  follows: 

Business,  one-party,  metallic  circuit  $2,50  per  monih 

Business,  two-party,  metallic  circuit  2.00  per  month 

Residence,  one-party,  metallic  circuit  1.50  per  month 

Residence,  two-party,  metallic  circuit  1.25  per  month 

.Above  rates  are  to  cover  unlimited  service  to  farm  lines. 

•Editor's  headnote. 
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While  the  plant  has  been  completely  reconstructed,  it  is 
proposed  to  continue  the  grounded  circuit  service  to  those 
who  do  not  desire  to  avail  themselves  of  the  metallic  circuit 
service,  the  rates  to  remain  the  same  as  at  present. 

This  application  has  been  pending  for  over  a  year,  having 
been  filed  on  June  13,  1912.  A  hearing  was  held  by  the 
Commission  at  Lexington  on  July  24,  1912,  at  which  time 
representatives  of  the  City  of  I^exington  raised  the  question 
of  the  jurisdiction  of  the  Commission  on  the  ground  of  an 
existing  franchise  that  fixes  the  rates  to  be  charged  by  the 
company.  This  matter  was  tak^n  under  advisement  by  the 
Commission  and  on  October  28,  1912,  an  order  -was  entered 
overruling  the  objection.  A  second  hearing  was  held  at  Lex- 
ington on  May  27, 1913.  The  final  order  has  been  suspended, 
pending  the  completion  of  the  new  plant  and  the  submission 
of  data  connected  with  such  construction. 

An  analysis  of  the  new  schedule  shows  that  there  will  be  no 
substantial  change  in  the  rates,  even  for  metallic  circuit 
service.  At  present,  all  business  telephones  must  pay  a  flat 
charge  of  50  cents  per  month  for  unlimited  service  with  farm 
fines,  and  residence  subscribers  must  pay  a  flat  charge  of 
25  cents  per  month  for  tlie  same  service,  or  in  lieu  thereof, 
both  classes  of  subscribers  must  pay  a  toll  charge  of  15 
cents  per  message  for  this  service.  Of  the  367  business  and 
residence  suljscribers  on  the  excliange  at  the  time  of  the  filing 
of  this  application,  25  business  men  and  32  residence  sub- 
scribers paid  the  flat  rate,  while  the  remainder  paid  the  toll 
charge  of  15  cents  whenever  tliey  desired  to  communicate 
with  the  farm  subscribers.  Under  the  rates  for  metallic  serv- 
ice, connection  with  the  farm  lines  is  included  and  there  will 
be  no  extra  charge  for  that  service.  To  those  who  have  been 
paying  the  flat  rate,  therefore,  there  will  be  no  increase,  and 
tlie  remainder  will  be  relieved  of  the  toll  charge  of  15  cents. 
The  metallic  circuit  service,  will,  without  doubt,  be  a  great 
improvement  over  the  service  given  at  the  present  time.  It 
will  be  noted,  moreover,  that  under  the  present  schedule  there 
is  no  provision  for  party  liiio  telephones.  Under  the  new 
schedule,  a  business  man  who  does  not  care  to  pay  the  in- 
creased rate  has  the  alternative  of  taking  a  two-party  serv- 
ice at  the  same  rate  he  is  now  paying.    This  applies  also  to 
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the  subscriber  now  on  an  individual  residence  line.  It  is 
altogether  probable  that  many  will  avail  themaelveB  of  the 
two-party  service. 

While  the  comparison  of  the  new  schedule  with  the  old 
Bhows  that  there  will  be  no  material  increase,  it  is  worth 
while  at  tiiis  time  to  determine  whether  the  rates  are  reason- 
able per  ae.  This  question  invofves  three  main  factors,  viz: 
The  value  of  the  plant  devoted  to  public  use,  the  expense 
connected  with  the  operation  of  the  plant,  and  the  rate  of  re- 
turn to  be  allowed  on  the  capital  actually  invested. 

In  the  course  of  its  regular  duties  the  engineering  depart- 
ment of  the  Commission  made  a  valuation  of  the  applicant's 
plant  at  Lexington.  This  valuation  was  supplemented  by 
a  later  and  more  thorough  investigation  subsequent  to  the 
filing  of  this  application,  a  personal  inspection  of  the  prop- 
erty being  made  by  Mr.  E.  J.  Kates,  who  was  accompanied 
and  assisted  on  the  final  trip  by  Mayor  I.  J.  Nisley  of  the 
City  of  T-exington.  The  reproduction  new  value  of  the  plant 
as  of  July  1,  1912,  was  166,688.10,  and  the  present  or  de- 
preciated value,  f50,406.87.  It  was  subsequent  to  this  date 
that  the  company  began  the  work  of  converting  its  plant 
from  a  grounded  circuit  system  into  a  metallic  circuit  system, 
and  the  final  figures  of  the  department,  which  include  all 
of  the  new  construction,  are  as  follows:  Reproduction  new 
value,  175,861.53;  depreciated  or  present  value,  (60,241.49. 
These  figures  include  none  of  the  toll  property  used  in  con- 
nection with  the  Tvexington  exchan-ie.  and  from  them  has 
been  deducted  all  of  the  property  of  the  old  plant  that  will 
not  be  in  actual  use  or  necessary  to  the  natural  development 
of  the  plant. 

In  addition  to  the  studies  made  by  the  eniineering  depart- 
ment, the  Commission's  accountants,  Messrs.  Powell  and 
Wettling  made  an  exhaustive  examination  of  the  boofcs  of 
the  company.  Commencing  with  the  purchase  of  this  plant 
hv  the  applicant  from  H.  L.  Stuart  for  3|;36,500  in  June.  190». 
the  arcoiintants  traced  all  the  additions  and  hettermpnts 
made  to  the  same  until  April  30.  1913,  at  the  same  time  de- 
ducting all  plant  displaced  diirinsi  this  process  of  recoTifltmr- 
tion.  Tlie  Det  value  of  plant  in  service  on  the  latter  date 
was  found  to  be  157,803.14.     The  work  of  convertiog  tlie 
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plant  into  a  metallic  syBtem  is  being  done  under  an  estimate 
known  as  No.  3623.  While  the  work  under  this  estimate  has 
been  practically  completed,  the  amount  has  not  yet  been 
spread  upon  the  books  and  the  actual  expenditures  were 
therefore  not  available.  Experience  shows,  however,  that 
actual  cost  of  work  performed  under  estimates  will,  as  a  rule, 
exceed  the  estimates  by  amounts  varying  from  five  to  ten 
per  cent.  Moreover,  Estimate  No.  3623  includes  none  of  the 
general  "overhead"  expenses.  It  is  safe  to  aasume,  there- 
fore, that  the  figures  in  this  estimate  can  be  accepted  as  con- 
servative. Adding  the  amount  of  this  estimate,  $22,781.67, 
to  the  value  of  the  plant  on  April  30,  1913,  shows  a  total 
book  value  of  |69,612.57.  From  this  should  be  deducted, 
however,  the  value  of  the  toll  property,  which  is  found  to  be 
12,971.06,  thus  leaving  a  net  book  value  as  of  the  present 
date,  of  166,641.51.  After  including  the  overhead  charges 
alluded  to  and  allowing  for  the  overrun  on  the  cEctimate,  it 
is  fair  to  assume  that  the  totel  l>ook  value  of  the  plant  will 
be  between  f70,000  and  f75,000.  For  the  purpose  of  this 
case,  however,  we  shall  accept  the  figure  of  f66,641.51  as  the 
basis  for  determining  the  reasonableness  of  the  rates  pro- 
posed. 

The  applicant  submitted  exliibite  showing  in  detail  ite  re- 
ceipts and  expenditures.  These  have  not  only  been  thor^ 
oughly  analyzed  by  the  acconnting  department  but  further 
studies  of  the  records  of  the  company  have  been  made  to 
determine  their  accuracy.  From  these  it  is  found  that  the 
total  direct  operating  expenses,  including  commercial,  traffic, 
general,  taxes  and  rights  and  privileges  for  the  year  ending 
Jane  1.  1913,  were  |6,557.70,  on  a  basis  of  680  subscribers' 
stations  in  service.  From  this  should  be  deducted  the  ex- 
pense of  operating  the  toll  plant,  which  is  in  this  case  found 
to  be  11,441,  leaving  the  direct  operating  expenses  of  the 
exchange  plant  proper  at  f  5,11 6.70,  or  |7.52  per  subscriber's 
station  per  annum.  In  this  connection,  it  might  be  added 
f;hat  since  the  submission  of  these  figures,  the  County  Board 
of  Dawson  Oonnty,  in  which  the  City  of  Lexington  is  located, 
has  increased  the  valuation  of  applicant's  property  to  l|fi7,600, 
this  being  the  reproduction  new  value  as  submitted  by  the 
Commission's  engineer  at  the  time  of  the  hearing  on  May  27, 
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1913.  This  practically  doubles  the  assessed  value  of  appli- 
cant's property,  and  will  increase  its  personal  taxes  in  the 
same  properties.  The  amount  of  personal  taxes  paid  in  1912 
and  accounted  for  in  the  foregoing  figures  was  $357.43.  This 
will  be  increased  to  at  least  |700  hereafter,  and  will  neces- 
sarily become  a  part  of  the  operating  expenses. 

The  above  figures  include  nothing  for  maintenance  or  de- 
preciation. Studies  made  by  the  accountantii  show  that  in 
1911  there  was  expended  for  maintenance,  |2,613.43,  and 
that  repairs  and  replacements  charged  to  depreciation, 
amounted  to  |5,473.24.  In  1912  the  amount  expended  for 
maintenance  was  |2,136.62,  and  for  depreciation,  $5,473.24. 
On  a  valuation  of  |66,658,  the  expenditures  for  maintenance 
would  average  3.56  per  cent,  for  the  two  years  and  the  de- 
preciation, 8.21%  for  the  same  period,  or  a  total  of  11.77 
per  cent,  for  both.  These  figures  are  regarded  by  the  Com- 
mission as  abnormal,  for  the  reason  that  during  a  period  of 
reconstruction,  it  is  practically  impossible  to  differentiate  be- 
tween the  expenditures  for  maintenance,  new  construction, 
repairs  and  replacements.  For  the  purposes  of  this  case, 
liowever,  it  is  unnecessary  to  fix  upon  a  definite  allowance 
for  each  purpose,  but  assuming  that  9  per  cent,  for  both 
maintenance  and  depreciation  would  be  reasonable,  we  find 
that  on  a  basis  of  $66,641.51.  the  necessary  allowance  for  this 
purpose  would  be  $5,997.73,  or  $8.82  per  station  per  annum. 

While  the  Commission  has  never  definitely  determined 
what  the  rate  of  return  on  the  investment  should  be  for 
telephone  companies,  it  found  in  the  rate  case  of  the  Lin- 
coln Telephone  and  Telegraph  Company,  Application  No. 
1637,"  that  7  per  cent  was  not  unreasonable.  Its  conclusions 
with  regard  to  this  matter  are  fully  set  forth  in  the  opinion 
accompanying  the  order  in  that  case,  and  need  not  be  re- 
peated here.  A  rate  of  7  per  cent,  is  not  unreasonable,  how- 
ever, and  will  be  applied  in  this  case,  the  charge  against  the 
revenues  on  that  basis  being  $4,664.90,  or  $6.86  per  station. 

Summarizing  the  above,  we  have  the  following: 

•Printed  in  Commission  Leaflet  No.  19,  at  page  134. — Ed, 


5dbyG00gIC 


Appl.  op  Nebbaska  Telephone  Co. 


Direct  operating  expense  $6,55770 

Less  toll  operating  expense  1,441.00 


$S.l  16.70 
5,997,73 
4,664.90 


Total  Charges  Against  Revenue         $15,779.33  $23.20 

The  total  revenue  on  the  present  rates  for  the  year  1912, 
exclusive  of  toll,  was  ?10,664.50,  or  an  average  of  f  15.68  per 
subscriber's  station.  As  above  shown,  the  total  charges 
against  revenue  were  f  15,779.33.  The  deficit  in  1912,  there- 
fore, was  $5,114.83. 

It  is  impossible,  of  coarse,  to  forecast  exactly  what  the  re- 
sults of  a  rate  readjustment  will  be  in  any  case  because  of 
the  changing  of  subscribers  from  one  class  of  service  to  an- 
other. For  that  reason  it  ie  difBcult  to  tell  definitely  just 
what  the  revenue  at  Lexington  will  be  under  the  proposed 
rates,  although  it  is  possible  to  make  a  forecast  that  will  ap- 
proximate the  result.  The  applicant  submits  an  estimate 
of  the  revenue  which  is  based  on  experience  covering  a  wide 
range  of  conditions,  and  the  Commission  is  convinced  that 
it  is  as  nearly  accurate  ae  any  that  could  be  worked  out. 
It  is  submitted  herewith: 


STATIONS 

RATE 

ANNUAL  REVENUE 

Individual,  Bitsincss 

75 

$30.00 

$2,250.00 

2 

30.00 

60-00 

Two-party,  Business 

25 

24.00 

600.00 

Extension,  Business 

9 

12.00 

108.00 

Extension,  Residence 

3 

6.00 

18.00 

Individual.  Residence 

100 

18.00 

1,800.00 

Two-party,  Residence 

177 

15.00 

2,655,00 

Individual,  Residence 

(employees) 

>             4 

12.00 

48.00 

Farm  lines 

255 

18.00 

4.590,00 

Directory  advertising, ; 

added  mileag 

:e,  etc. 

250.00 

Total  650  $12,379.00 

It  will  "be  seen  that  on  this  basis  the  proposed  rates  will 
add  but  11,714.50  to  the  annual  revenue,  the  increase  being 
still  insufficient  to  bring  the  income  up  to  the  amount  needed 
for  operating  expenses,  maintenance  and  depreciation,  and 
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return  on  the  investment.  The  deficit  will  amonnt  to  |3,- 
iOO.33  or  |5.00  per  subscriber's  station.  If  the  exchange  de- 
velops, as  the  company  expects,  this  deficit  should  eventually 
be  overcome.  The  developmeut  at  Lexingtou  at  present  is 
low,  and  there  is  room  for  considerable  growth.  The  town 
has  a  population,  according  to  the  last  census,  of  2,059,  and 
yet  haa  less  than  700  telephones.  Other  towns  of 
the  same  size  have  exchanges  of  from  800  to  1,000 
subscribers.  The  reconstruction  of  the  plant  and  its 
conversion  into  a  metallic  circuit  exchange  should  re- 
sult in  a  greatly  improved  service.  The  ratea  pro- 
posed are  not  only  reasonable  as  viewed  froiA  the  standpoint 
of  the  subscriber,  as  has  been  shown  in  the  foregoing  analy- 
siB,  but  they  are  on  a  par  with  the  rates  of  other  exchanges 
in  the  State  where  the  same  class  of  service  is  provided. 
They  are  such  rates  as  should  permit  of  the  development  of 
the  business  to  a  normal  condition.  With  the  improved  serv- 
ice and  a  schedule  of  rates  as  reasonable  as  these  are  shown 
to  be,  the  prediction  of  the  company  that  the  list  of  snb- 
Bcribers  will  reach  900  by  1916  appears  to  be  conservative. 

Obdbb. 

/(  ia  therefore  ordered,  That  the  Nebraska  Telephone  Com- 
pany of  l^exington,  Nebraska,  be,  and  the  same  hereby  is, 
authorized  to  ameud  its  present  schedule  of  ratee  so  as  to 
read  as  follows: 


Individual   line.   Business,  metallic  circuit 

$30,00  per  year 

Two-party,    Btisiness,   metallic   circuit 

24.00  per  year 

Individual   line,    Residence,   metallic  circuit 

18,00  per  year 

Two-party   line.   Residence,   metallic   circuit 

1S.00  i)er  year 

Individual   line,   Business,  grounded   circuit 

24.00  per  year 

Individual  line,  Residence,  grounded  circuit 

15.00  per  year 

Farm   line 

laOO  per  year 

Inner    radius    for    both    business    and    residence    telephones 

City    limits.      Additional    charge    outside    inner    radius 

where  there  is  an  existing  pole  line,  for  each  quarter  mile 

One-party,  metallic  circuit 

5J»per  yew 

Two-party,  metallic  circuit 

K»per]«r 

Extension  sets,  metallic.  Business 

12.00  per  year 

Extension  sets,  metallic,  Residence 

6.00  per  year 

Extension  bells 

iflO  per  year 
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Said  rates  to  become  effective  on  and  after  September  1, 
1913.  Made  and  entered  at  Lincoln,  Nebraska,  tbia  eleventh 
day  of  August,  1913. 


In  thb  Mattbb  of  tbe  Appucation  of  thb  Nobth  Gbbhan 
Bubal  Tblbphonb  Company  of  Pdsbcb  fob  Adthobtit 
TO  IssnB  ITS  Stock  m  thb  Amodi^t  of  $425. 

Application  No.  1772. 

Decided  August  iO,   1913. 
Authorisation  of  Stock— Present  Value. 


WhbbbaS;  Tlie  Nortb  German  Bnral  Telephone  Company 
of  Fierce  has  made  application  to  the  Nebraska  State  Bail- 
waj  Commiasion  for  authority  to  issue  its  stock  in  the  amount 
of  $425,  for  the  purpose  of  building  and  operating  a  rural 
mutual  telephone  line; 

And  it  appearing  to  the  Commission,  upon  due  investiga- 
tion and  consideration,  that  said  company  is  duly  incorpo- 
rated, under  the  lavs  of  Nebraska,  with  an  authorized 
capitalization  of  f  425,  that  the  value  of  its  present  property 
is  approximately  f  460,  and  that  tbe  proposed  issue  of  stock 
is  to  be  used  for  lawful  purposes^ 

/*  M  ordered.  By  the  Nebraska  State  Railway  Commission, 
that  the  desired  authority  be,  and  the  same  ie,  hereby  granted, 
subject  to  the  following  conditions :  Said  stock  shall  be  sold 
for  cash  and  at  not  less  than  par ;  the  proceeds  shall  be  de- 
voted to  the  purposes  named  in  the  application,  and  to  none 
other ;  within  thirty  days  from  the  time  when  said  stock  has 
been  disposed  of  and  tbe  proceeds  expended,  the  applicant 
shall  file  with  this  Commission  a  detailed  statement  show- 
ing the  disposition  of  said  stock,  tbe  names  of  purchasers, 
tlie  amount  received,  and>  a  further  statement  showing  tbe 
disposition  to  which  tbe  proceeds  have  been  applied. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twentieth  day 
(if  August,  1918. 
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In  the  Matt,ee  of  the  Application  of  the  Callaway  and 
Aenold  Telephone  Company  of  Callaway  fob  Ao- 
THOEiTY  to  Make  Ceetain  Changes  in  its  Toll  Rates. 

Application  No.  1851. 

Decided  August  22,  igij. 

Adjustment  of  Toll  Rat«t — Fann  Line  Ratei. 

Obdbb. 

Whbbbas,  The  Callaway  and  Arnold  Telephone  Company, 
of  Callaway,  has  made  application  to  the  Nebraska  State 
Railway  Commission  for  authority  to  change  its  toll  rate  be- 
tween Callaway  and  Arnold  from  25  cents  for  a  five-minute 
call  to  15  cents  for  a  three-minute  call,  and  for  further  au- 
thority to  publish  a  rate  of  10  cents  for  a  three-minute  call 
from  either  Callaway  or  Arnold  over  farm  lines  to  first 
switch ; 

And  it  appearing  to  the  Commission,  upon  due  investiga- 
tion and  consideration,  that  the  application  is  reasonable 
and  warranted  by  existing  conditions; 

/( is  ordered,  By  the  Nebraska  State  Railway  Commission, 
that  the  desired  authority  be,  and  the  same  is,  hereby  granted, 
the  new  rates  as  above  provided  to  become  effective  on  and 
after  September  1,  1913. 

Made  and  entere<l  at  Lincoln,  Nebraska,  this  twenty-sec- 
ond day  of  August,  1913. 
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In  the  AIattee  op  the  Application  of  Lincoln  Telephone 
AND  Telegraph  Company  fob  Authobtty  to  Establish 
A  New  Class  op  Service  on  its  Wavebly,  Davet,  Ray- 
mond AND  Malcolm  Exchanges. 

Application  No.  1868. 

Decided  August  Jp,   /prj. 

Four-Party  BuBineBs  Rate — Zone  Syetcm — Free  Service  between 
Exchanges. 

Obdeb. 

Whereas,  Lincoln  Telephone  and  Telegraph  Company  has 
made  application  to  the  Nebraska  State  Railway  Commis- 
sion for  autliority  to  establish  a  new  class  of  service  on  its 
Waverly,  Davey,  Raymond  and  Malcolm  exchanges,  as  fol- 
lows: 

Business,  magneto  telephones,  four  or  more  on  a  line,  including  service 
to  the  entire  Lincoln  zone,  $3,50  per  month. 

And  also  for  authority  to  consider  the  exchanges  at  Mal- 
colm and  Raymond  as  one  zone,  free  service  to  be  given 
to  the  sulwcribers  on  the  two  exchanges  over  a  metallic 
trunk  line,  and  to  consider  the  exchanges  at  Waverly  and 
Davey  as  one  zone,  free  service  to  be  given  to  subscribers  on 
the  two  exchanges  over  a  metallic  trunk  line ; 

And  it  appearing  to  the  Commission,  upon  due  investiga- 
tion and  consideration,  that  the  application  is  reasonable  and 
warranted  by  existing  conditions, 

It  is  ordered.  By  the  Nebraska  State  Railway  Commission, 
that  the  desired  authority  be,  and  the  same  is,  hereby  granted, 
the  changes  as  above  outlined  to  become  effective  from  and 
after  September  1,  1913. 

Made  and  entered  at  Lincoln,  Nebraska,  this  twenty-ninth 
day  of  August,  1913. 
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In  the  Mattes  op  tue  Application  of  thb  Lincoln  Tslo- 
phone  and  tei.egbaph  company  fob  authority  to 
Baise  Bates  and  Consolidate  Exchanges  at  Steang, 
Nebbaska. 

Application  No.  1786. 

Decided  September  i,  1913. 

Coniolidation— IncruH  in  Rates. 

Application  by  the  Lincoln  Telephone  and  Telegraph  Company  which  was 
operating  two  exchanges  at  Strang,  previously  the  property  of  the  Fillmore 
County  Independent  Telephone  Company  and  the  Strang  Telephone  Com- 
pany, respectively,  for  authority  to  consolidate  these  exchanges  and  to  charge 
increased  rates  for  the  combined  service.  No  protest  was  entered  and  it 
appeared  that  the  consolidation  was  demanded  by  the  business  men  of 
Strang  who  were  burdened  with  the  expense  and  inconvenience  of  the 
dual  system. 

Valnatioii  of  PropertT— Reprodnctioa  Cost— Pieient  Valiu. 

The  Commission  adopted  the  cost  of  reprodoction  new  ($6,346.55)  and 
the  present  value  ($3,950.2?)  placed  upon  the  consolidated  exchange  by  its 
engineers.  The  valuation  included  only  such  property  as  was  actually  de- 
voted to  the  service  of  the  patrons  of  the  consolidated  exchange,  property 
used  for  toll  purposes  and  property  no  longer  useful,  such  as  farm  lines 
abandoned  on  account  of  competition,  being  excluded. 


In  estimating  the  cost  of  service,  the  Commission  followed  its  practice 
of  allowing  nine  per  cent,  on  the  reproduction  cost  to  cover  miiinienance 
and  depreciation  and  seven  per  cent,  on  the  present  value  as  a  return  on 
the  investment.  It  was  found  that  the  probable  revenue  under  the  pro- 
posed rates  would  not  yield  any  return  on  the  investment,  but  the  Com- 
mission held  that  with  the  introduction  of  economies  in  operation  and  the 
development  of  the  business  of  the  exchange,  the  proposed  rates  would 
become  remunerative. 

Held:  That  the  merging  of  the  two  exchanges  is  undoubtedly  in  the 
public  interest,  and  that  the  proposed  rales  are  not  unreasonably   high. 

Accordingly  the  Commission  authorized  the  consolidation  and  approved 
the  schedule  of  rates  submitted.* 

Opinion. 
Tayi-ob,  Commissioner: 

The  Lincoln  Telephone  and  Telegraph  Company  recently 
acquired  by  purcliaae  the  plant  of  the  Fillmore  County  Inde- 
pendent Telephone  Company  at  Strang.     Subsequently  it 
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purchased  the  property,  but  not  the  stock,  of  the  Strang  Tele- 
phone Company,  which  owned  a  small  exchange  at  the  same 
place.  It  now  makes  application  for  approval  of  the  consoli- 
dation of  the  two  plants  and  asks  authority  to  put  into  effect 
a  new  schedule  of  rates. 

At  a  hearing  on  the  application,  which  was  held  in  the 
offices  of  the  Commission  on  June  24,  1913,  no  appearance 
was  made  on  behalf  of  the  patrons  of  the  two  exchanges 
and  DO  protest  was  entered  to  either  the  consolidation  or 
the  increase  in  rates,  although  the  usual  notice  of  the  hear- 
ing had  been  given.  It  is  manifest  from  the  testimony  sub-' 
mitted  by  the  applicant  that  the  consolidation  is  not  only 
agreeable  to  the  people  of  Strang  bnt  that  it  has  been  de- 
manded  by  the  business  men  of  the  town,  who  were  bur- 
dened with  the  expense  and  inconvenience  of  the  double  eya- 
tem.  For  that  reason  and  because  the  merging  of  the  two  ex- 
changes is  nndoubtedly  in  the  public  interest,  the  Com- 
mission will  approve  the  same  and  enter  an  order  accordingly. 

On  the  consolidated  Strang  exchange  there  are  58  sub- 
scribers and  one  pay  station.  In  addition  to  these  there  are 
50  farm  subscribers  who  are  switched  by  the  company,  mak- 
ing a  total  of  109  telephone  stationa  in  service.  There  were 
17  duplicate  telephones,  distributed  as  follows:  seven  indi- 
vidual business,  five  individual  residence  and  five  farm.  The 
revenue  from  these  duplicate  telephones  amounted  to  ^24 
l>er  month  or  f288  per  year. 

The  rates  now  in  effect  are  as  follows: 

Individual,  Business  $2.00  per  month 

Individual,  Residence  1.00  per  month 

Farm  line  1.25  per  month 

The  applicant  asks  authority  to  establish  the  following 
rates : 

Individual,  Business  $2.50  per  month 

Individual,  Residence  1.25  per  month 

Farm  line  1.25  per  month 

Tlie  applicant  Riibmifs  a  valuation  of  the  consolidated  prop- 
erty which  is  devoted  to  tlip  present  use  of  the  exchange,  this 
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valuation  being  f  6,402.04.  While  not  ao  stated,  it  is  assumed 
that  this  is  the  reproduction  new  value.  The  Comuiission's 
engineering  department  made  a  thorough  valuation  of  the 
applicant's  plant,  the  inventory  being  somewhat  more  com- 
plicated than  that  of  the  ordinar;  plant  for  reasons  explained 
later.  The  reproduction  value  was  found  to  be  |6,346.55  and 
the  present  or  depreciated  value,  jf3,950.27.  This  does  not 
include  the  property  used  for  toll  purposes.  The  book  value 
of  the  Strang  exchange  of  the  Fillmore  County  Independent 
Telephone  Company  was  111,759.32.  The  book  value  of  the 
plant  of  the  Strang  Telephone  Company  is  not  available.  It 
will  be  seen  that  the  book  value  of  the  Fillmore  County  ex- 
change alone  is  almost  double  that  fixed  for  the  consolidated 
plant.  This  apparent  discrepancy  arises  from  the  fact  that 
the  Fillmore  County  Independent  Company  constructed  a 
large  number  of  farm  lines  that  subsequently  had  to  be  aban- 
doned on  account  of  competition.  Practically  none  of  these 
farm  lines  are  at  present  time  operated  by  the  Strang  ex- 
change, the  property  standing  idle  and  partially  dismantled, 
consequently  its  value  is  not  included  in  the  figures  used  as 
a  basis  in  tlils  case.  Only  such  property'  as  is  actually  de- 
voted to  the  use  of  the  patrons  of  the  exchange  at  the  pivseiit 
time  is  included  in  the  figures  compiled  by  the  enginecriiif; 
department.  The  Commission's  engineer  made  a  carefDl 
study  of  the  property  and  it  appears  that  his  conclusions 
are  correct  and  reasonable. 

In  submitting  figures  as  to  the  operating  costs  of  the  Strang 
exchange,  the  applicant  presents  only  a  study  of  the  earn- 
ings and  expenses  of  the  Fillmore  County  Independent  Tele- 
phone Company's  plant,  figures  for  the  other  exchange  not 
being  available.  An  estimate,  based  on  past  experience  in 
this  exchange  and  a  number  of  other  exchanges  of  like  size, 
and  on  present  and  future  needs,  is  submitted,  covering  the 
operation  of  tbe  consolidated  exchange.  This  estimate  fol- 
lows: 

Rental  Tcvenue,  109  telephones  $102.50 

25%  toll  r 


Total  Monthly  Exchange  Re^tkue  flOBJO 


aCdoj^Ic 


Appl.  of  Lincoln  Tel,  and  Tel.  C!o.  891 

Estimated  operating  expense  $  35.00 

Maintenance,  material  and  labor  on  59  telephones  45.00 

K^-  

Total  Expeksb  $  80.00 

Desiring  to  compare  the  estimate  with  the  actual  cost  of 
operatiDg  the  plant,  the  Commission  requested  a  detailed 
statement  of  expenses  for  the  months  of  June  and  July.  The 
■figure  for  July  had  not  heen  spread  uxwn  the  books  but 
tliose  for  June  were  submitted  and  are  as  follows: 

304  Uncollectible  accounts  f    .62 

305  Tastes  .45 
331  Rent  expense  .20 
602-23  Aerial  wire  repairs  8,56 
604-17  C.  O.  E.  repairs  7.17 
605-18  Station  apparatus  repairs  1.19 
607-03  Station  removals  and  changes,  aerial  wire-out  8.38 
607-28  Station   removals  and  changes,  installation -out            4.52 

621  TraiKc   superintendence  1.66 

622  Service  inspection  .19 
624-11  Operator's  wages  2&00 
630  Messenger  service  JZ5 
640-10  Commercial  administration  .38 
640-40  District  commercial  administration  3.92 

642  Advertising  .80 

643  Canvassing  2.45 

646  Revenue  accounting  Z57 

647  Revenue  collecting  1075 

648  Pay  station  commissions  4.50 
661  Administration  4.44 

$89.00 

It  will  be  noted  that  the  actual  expense  for  this  one  month 
exceeds  the  estimate  by  f  9,00.  As  no  construction  work  was 
in  progress  during  this  period  the  above  statement  should 
reflect  a  normal  condition  and  be  reasonably  indicative  of 
an  average.  One  operator  at  a  salary  of  f35  per  month  at- 
tends to  the  operation  of  the  exchange  and  to  part  of  the 
collecting  of  accounts.  The  repair  and  maintenance  work 
is  attended  to  by  employees  from  Geneva,  a  larger  exchange 
in  the  same  county,  A  substantial  portion  of  the  expense 
for  June  was  incurred  by  reason  of  maintenance.  Items 
Nos.  602-03,  604-17,  605-18,  607-03,  and  607-28  being  exclu- 
sively maintenance  expense.     These  items  aggregate  f  29,82. 


„ClH>'^lc 


892  Nebraska  State  Railway  Commission. 

It  is  the  practice  of  the  CommisBion  to  combine  the  aliow- 
anceB  for  mainteDance  and  depreciation  and  to  provide  for 
them  by  allowing  nine  per  cent,  on  the  reproduction  value. 
For  that  reason  the  maintenance  expense  in  the  above  state- 
ment should  be  deducted  in  order  to  arrive  ait  the  direct 
operating  expense.  Deducting  this  amount  we  have  f  59.18  as 
the  monthly  charge  against  revenue  for  the  actual  operating 
cost  of  the  plant.  On  the  basis  of  these  figures  we  have  the 
following  calculation  relative  to  the  revenues  and  expenees 
of  the  exchange,  the  new  rates  being  used  in  ascertaining  the 
income: 

REVENUE  FROM    PBOFOSED   RATES  : 

14  individual.  Business,  at  $2.50  $35.00 

22  individual,  Residence,  at  1.25  27.50 

22  farm,   at  1.25  27.50 

50  switching  subscrit>ers,  at  .25  12.50 
1  pay  station 


25%  of  toll 

Total  Monthly  Revenue  $108^0 

TOTAL   ANNUAL   REVENUE  $1,299.60 

Allowance  for  maintenance  and  deprecia- 
tion. 9%  on  $6,346.55  $573,19 
Allowance  for  dividends.  7%  on  $3,950.27  276.51 
Direct  operating  expenses  710.16 

total.  all  charges  against  revenue  1,559.86 

Annual  Dcticit  $  260.26 

It  is  interesting  to  note  in  this  connection  that  the  probable 
annual  deficit  is  within  a  few  dollars  of  the  amount  lost 
to  the  company  through  the  discontinuance  of  the  dnplicate 
telephones.  While  it  is  apparent  from  these  figures  that 
even  the  rates  asked  for  will  not  pay  the  operating  cost, 
maintain  the  plant  and  provide  for  the  inevitable  deprecia- 
tion, and  at  the  same  time  return  any  income  on  the  invest- 
ment, the  Commission  is  of  the  opinion  that  further  econo- 
mies can  be  effected  in  tlie  operation  of  the  exchange  and  that 
the  business  can  be  developed  and  extended  so  that  the  rates 
will  become  remnnerative.  At  any  rate,  the  proposed  rates 
do  not  seem  to  be  unreasonably  high  and  will  be  approved. 
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Order. 

It  \s  therefore  ordered.  That  the  consolidation  of  the  Fill- 
more County  Independent  Telephone  Company,  of  Strang, 
Nebraska,  and  the  Stranjj  Telephone  Company,  of  Strang, 
Nebraska,  by  the  Lincoln  Telephone  and  Telegraph  Company 
he,  and  the  same  hereby  is,  approved. 

It  is  further  ordered.  That  the  Lincoln  Telephone  and  Tele- 
graph Company,  of  Strang,  Nebraska,  be,  and  the  same 
hereby  is,  authorized  to  amend  its  schedule  of  rates  so  as 
to  read  as  follows: 

Individual,  Business  $2.50  per  month 

Individual,  Residence  1.2S  per  month 

Farm  line  1.25  per  month 

same  to  become  effective  September  1,  1913. 

^fad'e  and  entered  at  Lincoln,  Nebraska,  tbie  first  day  of 
September,  1913. 

In  the  M.\tter  of  the  Application  of  the  Lincoln  Thlb- 

PBONE    .\ND    TeI-EGEAPH    COMPANY    FOB    AtTTHORITT    TO 

Raise  Rates  and  Consolidate  Exchanges  at  Graf- 
ton. Nebraska. 

Application  No.  1787. 

Decided  September  J,  1913. 

Consolidation — Increase  in  Rates. 

Application  by  the  IJncoln  Telephone  and  Telegraph  Company  for  an- 
thority  to  consolidate  its  exchange  at  Grafton  with  that  of  the  Filhnore 
County  Telephone  Company,  and  to  increase  its  rates  for  business  and 
residence  service  by  50  cents  and  25  cents,  respectively.  No  protest  was 
entered  and  the  patrons  of  both  exchanges  demanded  die  consolidation. 

Valuation  of  Property^R^rodnction  Cost — Present  Value. 

The  Commission  adopted  the  figures  of  its  engineers  as  to  the  cost  of 
reproduction  new  ($11,468.37).  and  the  present  value  ($7,315.87).  of  the 
consolidated  exchange.  Tlie  engineers  included  the  toll  property  in  their 
I'ali'ation,  but  excluded  all   property  duplicated  by  the  consolidation. 

Cost  of  Service — Allowances  for  Maintenance  and  Depredation — Rate  of 
Return — ^Insufiicient  Revenue. 


The  Commission   made  allowance 

of   nine   per   cent 

production  new  to  cover  maintenanc 

e  and  depreciation, 

on  the  present  value  as  a  reasonable 

ate  of  return. 
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Held:  That  rigid  economy  and  a  careful  development  of  the  field  will 
be  necessary  before  the  revenue  ■■■nder  the  proposed  rates  will  be  sufficient 
to  provide  for  depreciation  and  at  the  same  time  yield  a  rcdsonable  return 


Application  granted.* 


Taylor,  Commissioner; 

On  June  4,  1913,  the  Lincoln  Telephone  and  Telegraph 
Company  filed  an  application  for  leave  to  place  a  new  sched- 
ule of  rates  in  effect  at  its  exchange  at  Q-rafton,  Nebraska, 
at  the  same  time  requesting  approval  of  the  consolidation 
of  the  two  exchanges  of  the  Lincoln  Telephone  and  Telegraph 
Company  and  the  Fillmore  County  Telephone  Company, 
Hearing  was  had  on  tlie  application  in  the  office  of  the  Com- 
mission on  June  24, 1913.  Previous  to  that  time  the  engineer- 
ing department  Of  the  Commission  had  made  a  physical  valu- 
ation of  the  properties  involved,  which  was  subsequently  re- 
checked  for  the  purpose  of  ascertaining  the  value  of  the  con- 
solidated plant,  exclusive  of  duplications. 

No  question  has  been  raised  as  to  the  propriety  of  the  Com- 
mission granting  the  necessary  approval  for  the  consolidation 
of  the  two  plants  as  prayed  for.  On  the  contrary,  the  evi- 
dence shows  that  the  patrons  of  both  companies  have  de- 
manded tlie  consolidation,  even  going  so  far  as  to  refuse 
to  pay  for  the  duplicate  'phones  commencing  May  1,  1913. 
In  view  of  these  facts  the  consolidation  of  the  two  plants 
will  he  approved  and  an  order  issued  accordingly. 

The  rates  now  in  effect  at  Grafton  are  as  follows : 

Individual,  Business  $2.00  per  month 

Individual,  Residence  1.00  per  month 

Farm  line  1.50  per  month 
The  city  limits  constitute  the  inner  radius.     Additional  charge 

outside  of  inner  radius,  where  there  is  an  existing  pole 

line,  for  each  quarter  mile  or  fraction  thereof  5.00  per  year 

Extra   service    (two   parties   using   same   'phone)  1.00  per  month 

Extension  sets  1.00  per  month 

Extension  'bells  2S  per  month 

'Editor's  headnote. 
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The  uew  rates  for  which  approval  is  asked  cover  only  busi- 
ness and  residence  service,  the  farm  lines  and  other  service 
remaining  as  at  present.  The  clianges  proposed  are  as  fol- 
lows: 

Individual.  Business  $2.50  per  month 

Individual.  Residence  1.25  per  month 

At  the  time  of  the  hearing  the  applicant  submitted  figures 
showing  the  replacement  value  of  the  consolidated  plant,  the 
amount  being  $12,209.  The  present  or  depreciated  value  was 
not  given.  The  Commission's  engineering  department  found, 
the  replacement  value  to  he  ?ll,468.3r  and  the  present  or  de- 
preciated value  to  be  $7,315.87.  All  of  these  figures  include 
the  property  used  for  toll  purposes,  but  are  based  on  the 
value  of  the  consolidated  plant  after  a  proper  deduction  has 
been  made  for  duplicate  property.  The  figures  of  the  Com- 
mission's engineers  appear  to  be  accurate  and  reasonable 
and  will  be  accepted  as  the  basis  of  value  in  this  case. 

Detailed  figures,  showing  the  cost  of  operation  of  both 
plants,  are  submitted  bv  applicant,  together  with  an  esti- 
mate of  the  expense  of  the  consolidated  plant.  For  the  seven 
months'  period  from  July  1,  1912,  to  January  31,  1913,  the 
cost  of  operation  of  the  Fillmore  County  Telephone  Company 
was  J920.81,  or  a  monthly  average  of  1131.54.  For  the  four 
months  of  January,  February,  March  and  April,  1913,  the 
cost  of  operation  of  the  Lincoln  Telephone  and  Telegraph 
Company's  plant  was  f  305.22,  oi-  a  monthly  average  of  176.30. 
During  the  seven  months"  period  referred  to  above  the  rev- 
enue from  the  Fillmore  County  exchange,  including  toll,  was 
11,097.46,  or  an  average  of  1156.78  per  month.  The  revenue 
for  the  corresponding  period  selected  for  the  other  company 
was  f201.44,  or  a  monthly  average  of  $50.36.  It  will  be  seen, 
thei-efore,  that  the  combined  operating  expense  of  the  two 
companies  averaged  $207.84  per  month.  These  figures,  how- 
ever, hardly  reflect  the  direct  operating  cost  of  the  plants,  for 
tlie  reason  tbat  they  include  a  considerable  amount  for 
maintenance.  An  analysis,  based  on  previous  investigations 
of  other  plants,  indicates  tbat  a  deduction  of  at  least  f45 
per  month  should  be  made  on  this  account,  leaving  the  actual 
direct  operating  expense  of  the  two  plants,  fl62.84.     The 
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Income  from  botb  plants  averaged  (207.14  per  month  np  to 
May  1,  1913,  showing  a  balance  over  operating  expenaes  of 
144.30,  which  \b  the  amnunt  remaining  to  he  naed  for  mainte- 
nance, depreciation  and  dividends.  After  Ma;  first  the  total 
revenue  was  reduced  by  the  removal  of  the  dapUeate  tele- 
pliones,  of  which  there  were  13, — 11  bosineBS,  one  readence 
and  one  farm,  the  reduction  in  revenue  amounting  to  f24.25 
per  month,  leaving  a  net  balance  over  direct  operating  ex- 
penses of  |20.05.  Summarizing  these  figures,  we  And  the  ef- 
fect of  tlie  present  rates  to  be  as  follows,  using  the  valoatioD 
of  the  consolidated  plant: 

Total  net  revenue,  both  plants  $182.89 

Total  net  operating  expense,  both  plants  162.8+ 

Balance  for  Interest,  Depreciation  and  Maintenance  20.05 

Necessary  allowance  for  interest  or  dividends,  7%  on  $7^15.87  512.11 
N'ecessary    allowance    for   depreciation    and    maintenance,   9%    on 

$11,468.37  1,032.15 

$1.54426 
$I,3(M;66 

It  will  be  observed  that  we  have  used  in  this  calcniation 
the  valuation  of  the  consolidated  plant,  from  which  has  been 
deducted  the  duplicated  property.  The  addition  of  this  prop- 
erty, which  would  be  proper  under  the  operation  of  the  plants 
separately,  would  increase  the  allowances  for  maintenance, 
depreciation  and  interest,  consequently  increasing  the  deficit 
to  that  extent. 

The  company  submits  an  estimate  as  to  the  cost  of  oper- 
ating the  consolidated  plant,  which  is  based  on  a  study  of 
the  average  expense  of  the  two  exchanges  covering  a  consider- 
able period,  with  an  allowance  for  the  economies  that  can 
be  effected  by  the  combination  of  the  plants.  It  is  found  that 
one  office  can  be  discontinued,  and  that  the  consolidated  ex- 
change can  1>e  operated  with  possibly  one  leas  operator. 
Other  minor  savings  bring  tlie  operating  cost  to  |172.84.  As 
(■xi)lainpd  al)ove.  tins  figure  includes  considerable  mainte- 
Tifinic.  so  tliat  tlie  direct  operating  cost  should  1*  apppoxi- 
mjitcly  ¥127.S4.  Tlic  revenue  under  the  proposed  rates  would 
amount  to  |;21.").fi4  per  month,  divided  as  follows:  Bentals 
and  switching.  f2ft3;  toll,  |12.64. 
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From  these  figures,  therefore,  we  arrive  at  the  following 
conclusions  with  regard  to  the  effect  of  the  proposed  ratea, 
on  a  basis  of  134  owned  telephone  stations  and  62  switched 
stations: 

Total  net  revenue,  consolidated  plant  $215.64 

Total  net  operating  expense,  excluave  of  maintenance  127.84 

Balance   for  Interest,  Depreciation  and  Maintenance  $  87^ 

Necessary  allowance  for  interest  or  dividends,  TJo  on  $7,315.87  $512.11 

Necessary  allowance  for  depreciation  and  maintenance,  9%  on  ■ 

$11,468.37  1,032.15 

$1,544J6 
$490i56 

While  some  of  the  foregoing  flgarea  are  estimates  and 
while  the  books  have  not  been  kept  in  snch  a  manner  as  to 
make  it  p(Hwible  to  ascertain  the  exact  ezpenditares  for  main- 
tenance and  depreciation,  the  data  is  sufficiently  complete 
and  accurate  to  make  it  clear  that  the  proposed  rates  are  by 
no  means  unreasonably  high.  It  is  manifest  that  rigid  econ- 
omy and  a  careful  development  of  tlie  field  will  be  necessary 
before  the  applicant  can  provide  for  the  depreciation  of  the 
proi)erty  and  at  the  same  time  secure  a  reasonable  return  on 
the  money  invested  to  the  public  use.  Under  such  circum- 
stances the  rates  are  found  to  be  reasonable  and  will  be  ap- 
proved. 

Obdbr. 

/(  i«  tJierefore  ordered,  That  the  consolidation  of  the  tele- 
phone plant  of  the  Fillmore  County  Teleplione  Company  with 
that  of  the  Lincoln  Telephone  and  Telegraph  Company  at 
Grafton,  Nebraska,  be,  and  the  eaftie  hereby  is  approved. 

/(  is  further  ordered,  That  the  Lincoln  Telephone  and  Tele- 
graph Company  at  Grafton,  Nebraska,  be,  and  the  same 
hereby  is,  authorized  to  amend  its  schedule  of  rates  so  that 
tlie  same  sliall  read  as  follows,  said  rates  to  become  effective 
September  1,  1913; 

Individual.  Business  $2.50  per  month 

Individual,  Residence  125  per  month 

Farm  line  1.50  per  month 
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The  city  limits  constitute  the  inner  radius.  Additional  charge 
outside  of  inner  radius  where  there  is  an  existing  pole 
line,  for  each  quarter  mile  or  fraction  thereof  5.00  per  year 

Extra  service  (two  parties  using  same  'phone)  1.00  per  month 

Extension  sets  1.00  per  month 

Extension  bells  -25  per  month 

Made  and  entered  at  Lincoln,  Nebraska,  this  first  day  of 
September,  1913. 


In  the  Matter  of  the  Application  of  the  Lincoln  Tele- 
phone and  Telegraph  Company  foe  Authoritt  to 
Consolidate  its  Exchanges  in  Beatrice  and  to  Revise 
ITS  Schedule  of  Rates. 

Application  No.  1799. 

Decided  September  i.  iifig. 

CoDBoIidation — IncreaK  in   Rate*. 

Application  hy  the  Lincoln  Telephone  and  Telegraph  Company  which 
had  purchased  and  was  operating  the  exchanges  at  Beatrice  formerly  owned 
by  the  New  Home  Telephone  Company  nnd  the  Nebraska  Telephone  Com- 
pany, respectively,  for  authority  to  consolidate  these  exchanges  and  to  es- 
tablish a  new  schedule  of  rates  involving  certain  increases,  especially  with 
respect  to  the  former  subscribers  of  the  New  Home  exchange. 

Power  of  CommiBSton  to  Alter  Rates  Fixed  by  Franchiae. 

With  respect  to  the  Commission's  power  to  alter  the  rates  fixed  by  the 
franchise  granted  to  the  New  Home  company  and  its  successors, 

Held:  That  although  the  franchise  constitutes  a  valid  contract  as  lic- 
tween  the  city  and  the  company,  the  city,  being  merely  an  agent  of  the 
State,  cannot,  unless  specifically  authorized  so  to  do,  enter  into  a  contract 
with  a  telephone  company  which  is  not  subject  to  amendment  by  public 
utility  laws  enacted  for  the  general  public  good, 

Valtiation  of  Property — Reprodtiction   Coat — Present   Value — Overhead 
Allowance — Value  for  Taxation. 

The  Commission  adopted  the  cost  of  reproduction  new  ($234,099.61)  and 
the  present  value  ($182,848.14)  fixed  upon  the  consolidated  exchange  tiy  its 
engineers.  These  figures  were  lower  than  the  sum  of  the  values  placed 
upon  these  exchanges  prior  to  the  consolidation  for  the  reason  that  all 
duplicated  or  unnecessary  pole  lines,  pole  lines  displaced  by  underground 
conduits,  and  that  portion  of  jointly  used  lines  properly  chargeable  to  toll 
had  been  excluded  from  [he  valuation  of  the  consolidated  exchange.  .■\n 
allowance  for  overhead  charges  amounting  to  15.3S  per  cent,  of  the  re- 
production cost  was  included  to  cover  organization,  administration  and  legal 
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expenses,  interest  during'  construction,  engineering  and  supervision,  con- 
tingencies and  incidentals.  No  allowance  was  made  for  going  concern  value, 
franchise  values  and  cost  of  financing  or  for  working  capital  other  than 
stores  and  supplies.  The  Commission  refused  to  adopt  the  valuation  con- 
tained in  the  company's  return  for  taxation,  holding  (hat  there  i«  no  rule 
of  law  binding  the  company  to  this  return  as  a  basis  for  determining  reason- 
able rates. 

Cost  of  Service — Allowance  for  Uaintenance  and  Depreciation — Rate  of 
Retmn. 

In  estimating  the  cost  of  service,  the  Commission  found  that  on  the 
straight  line  basis,  the  annual  depreciation  amounted  to  6.48  per  cent,  of 
the  reproduction  cost  and  that  current  repairs  and  maintenance  amounted 
to  3.7  per  cent,  of  the  reproduction  cost.  It  adopted  9  per  cent,  on  the 
cost  of  reproduction  to  cover  maintenance  and  depreciation  and  ?  per  cent, 
on  the  present  value  as  a  reasonable  return  on  the  investntpnl.  It  was 
found  that  the  probable  revenue  under  the  proposed  rates  would  yield  a 
return  of  only  4,5  per  cent,  on  the  present  value,  after  caring  for  operat- 
ing expenses  and  allowing  9  per  cent,  for  maintenance  and  depreciation. 

Approval  of  Proposed  Rates— Discount  for  Prompt  Payment 

The  Commission  authorized  the  consolidation  and  the  proposea  rates,  ex- 
pressly approving  a  provision  for  a  discount  of  25  cents  per  month  for 
prompt  payment,  as  a  reasonable  regulation.* 

Appbaeancbs  : 

F.  B.  Woods  and  8.  F.  Rinaker,  for  Lincoln  Telephone 
Company. 

Mayor  J.  W.  Mayer  and  City  Attorney  R.  W.  8ahin,  for 
City  of  Beatrice. 

E.  0.  Kretsinger,  for  himself  and  other  remoiistratops. 

S.  G.  Smith,  H.  A.  Hill  and  M.  V.  Nichols,  for  Beatrice 
Commercial  Club. 

Opinion. 
Claekb^  Chairman: 

The  applicant  herein  under  date  of  June  1, 1909,  purchased 
the  property  of  the  New  Home  Telephone  Company  including 
its  Beatrice  exchange,  and  subsequently  under  date  of  Feb- 
ruary 1, 1912,  purchased  the  Beatrice  exchange  together  with 
other  properties  from  the  Nebraska  Telephone  Company. 
Since  the  latter  date  it  has  operated  both  exchanges  in  Bea- 
trice, and  pursuant  to  a  public  demand,  verified  by  the  ci^ 

•Editor's  headnote. 
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officials  and  a  committee  representing  the  Commercial  Clnb 
of  that  city,  prepared  to  consolidate  tbe  two  ezcbanges  into 
one. 

The  two  exchanges  have  been  operated  nnder  two  schedules 
of  pates,  to-wit: 


NEW  HOME  excha; 


Individual,    Business 
Two-party,  Business 


$2.50  per  monih 
2.00  per  month 

1.50  per  month 
125  per  month 
1.00  per  month 
1.50  per  month 
.50  per  month 
.50  per  month' 


Four-party,  Business 
Individual,  Residence 
Two-party,  Residence 
Four-parly,  Residence 
Farm 

Extension  sets.  Business 
Extension  sets.  Residence 
Extra  service  (two  parties  using 
same  telephone) : 

Business 

Residence  and  boarding  house, 


Extension  bells  none 

Individual  incoming  business  trunks         none 

Radius ;    City  limits. 


$3.50  per  month 
3.00  per  month 
2.25  per  month 
2.00  per  month 
1.50  per  month 
1.00  per  month 
1.50  per  month 
1.00  per  month 
.50  per  month 


1.00  per  month 

.25  per  month 
.25  per  month 
2.00  per  month 


•Special  wall. 


The  applicant,  on  June  14,  1913,  filed  its  application  witli 
the  Commission,  for  authority  to  consolidate  its  two  ex- 
changes, and  to  make  effective  the  following  schedule  of  rates, 
to- wit : 

Mbtaiuc  Cmara 


Individual.  Business 

$4S.O0 

$42,00  per  year 

Two-party.  Business 

39.00 

36.00  per  year 

Individual,  Residence 

27.00 

24.00  per  year 

Two-party,  Residence 

21,00 

18.00  per  year 

Four-party,  Residence 

18.00 

15.00  per  year 

Farm 

21.00 

18.00  per  year 

City  bills  are  payable  monthly  in  advance  at  the  company's  office. 

Farm  bills  are  payable  quarterly  in  advance  at  the  company's  office. 

The  difference  between  gross  and  net  rates  will  be  allowed  as  a  discount 
for  prompt  payment.  The  discount  on  monthly  bills  shall  be  allowed  i( 
payment  is  made  at  the  company's  office  on  or  before  the  tenth  day  of 
the  month  for  which  the  *)ill  i?  rendered.  The  discount  on  quarterly  trills 
shall  be  allowed  if  payment  i.i  made  at  the  company's  office  during  the 
lirst  month  of  the  quarter.  No  discount  shall  be  allowed  if  any  balance 
for  previous  service  rendered  remains  unpaid. 
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Inner  radius  in  city  limits.  Additional  charge  outside  of  inner  radius 
where  there  is  an  existing  pole  line,  for  each  quarter  mile  or  fraction  thereof: 

Metallic  circuit,  one-party  $5.00 

Metallic  circuit,  two-party  3.00 

Extra  service   (two  parties  using  same  telephone)  : 

Business  12.00 

Residence,   apartments,   boarding   houses,   etc.  .t.OO 

Extension   sets.    Business  12.00 

Extension   sets,   special  wall.   Residence   only  6,00 

Extension   sets,   desk.   Residence   unly  9-00 

Extension  bells  3.00 

individual   line.    Business,   metallic   circuit   for   subscriber's 

incoming  calls  only  (no  signals  provided  at  central  office 

end  of  line)  30.00 

A  comparison  of  tlie  foregoing  schedule  discloses  an  in- 
crease in  rates  to  all  the  present  snbscribers  of  the  New  Home 
exchange,  and  no  increase  in  the  net  rates,  over  those  nov  ef- 
fective, on  the  origiBal  Nebraska  exchange,  if  the  city  sub- 
scriber pays  his  bill  on  or  before  the  tenth  of  the  month  and 
three  montiis  in  advance  in  the  case  of  farm  snbscribers,  ex- 
cept the  increase  of  the  fonr-party  residence  rate  from  Jl.OO 
per  month  to  |1.25  per  month,  and  incomiag  bosiness  trunks 
from  f  2.00  per  month  to  |2.50  per  month. 

While  the  City  of  Beatrice,  througli  the  Mayor  and  City 
Attorney,  raised  no  question  as  to  the  jurisdiction  of  the 
Commission  to  fix  and  determine  a  reasonable  schedule  of 
rates  in  the  premises,  the  remonstrators,  by  their  attorney,  in- 
troduced in  evidence  the  ordinance  approved  July  11,  1902, 
granting  a  twenty-year  franchise  to  the  predecessor  of  the 
New  Home  Telephone  Company  and  under  which  the  latter 
exchange  was  operated,  which  provided  inter  alia,  that  the 
rates  to  be  charged  under  said  franchise  should  not  exceed 
the  sums  of  fSO.OO  per  year  for  business  telephones  and 
118.00  per  year  for  residence  telephones,  and  t^at  the  grantee 
of  said  franchise,  its  successors  and  assigns,  should  not  sell 
or  transfer  its  rights  and  franchises  granted  therein  to  the 
Nebraska  (Bell)  Telephone  Company  or  to  its  successors 
and  assigns. 

Counsel  insisted  that  the  acceptance  of  the  franchise  Ax- 
ing the  rates  by  the  predecessor  of  the  New  Home  company 
constituted  a  contract  which  could  not  be  changed  during  its 
Ufe. 
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This  would  be  true  if  the  City  of  Beatrice  under  its  char- 
ter was  specifically  authorized  to  make  such  u  coutract. 

The  general  powers  granted  the  City  of  Beatrice  and  cities 
of  a  similar  class,  by  the  legislature,  does  not  authorise  such 
municipalities  to  contract  for  service  and  fix  a  definite  rate 
wliicb  cannot  be  readjusted  from  time  to  time  as  changing 
conditions,  including  cost  of  service,  will  justify. 

A  municipal  corporation  being  a  state  agent,  cannot,  unless 
specifically  authorized  su  to  do,  enter  into  a  contract  with 
a  telephone  company  which  is  not  subject  to  an  amendment 
by  public  utility  laws  enacted  for  the  general  public  good. 
Home  Telegraph  and  Telephone  Co.  vs.  City  of  Ijos  Angelei, 
211  U.  (5.  265 ;  (JHy  of  Kenosha  vs.  Kenosha  Home  Telephone 
Co.,  (Wis.)  135  N.  W.  848;  Vity  of  Manitowac  vs.  Manitoicav 
and  Northern  Traction  (Jo.,  (Wis.)  129  N.  W.  925;  City  of 
Davson  vs.  Dawson  Telephone  Co.,  (Ga.)  72  S.  E.  509. 

Regarding  that  portion  of  tlie  franchise  pi'ohibiting  the  sale 
of  the  rights  or  franchise  to  the  Nebraska  (Bell)  Telephone 
Company,  its  successors  or  assigns,  it  is  sufficient  to  note 
that  the  applicant  purchased  the  New  Home  Telephone  Com: 
pany  in  1909  and  did  not  acquire  the  Bell  excliange  until 
1912,  and  that  in  neither  of  the  franchises  under  which  these 
exchanges  are  operated  are  there  any  provisions  prohibiting 
such  action. 

The  value  of  the  two  exchanges  prior  to  the  work  of  con- 
solidation was  determined  by  the  Commission's  engineers  to 
be  reproduction  new,  $249,574,  and  present  or  depreciated 
value,  1193,041,  while  the  value  of  the  <'0n80lidated  exchange 
when  completed  will  l)e  reproduction  new,  $234,099.61,  and 
present  or  depreciated  value,  $182,848.14,  notwithstanding 
the  fact  that  the  applicant  has  expended  a  large  amount  of 
money  in  substituting  underground  conduits  for  overhead 
distribution  lines  in  the  busine-ss  district,  in  building  a  per- 
manent, expensive  exchange  building,  and  installing  modem 
central  office  equipment  of  the  highest  type. 

This  is  due  to  the  fact  that  the  engineer  in  arriving  at  his 
consolidated  values  included  only  the  projwrty  which  would 
be  devoted  to  the  public  use  after  consolidation  and  excluded 
at  their  reproduction  new  value,  (a)  all  duplicating  or  un- 
necessary pole  lines,  both  farm  and  exchange,  (b)  all  pole 
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ines  displaced  by  underground  constructiou,  (c)  all  that 
portion  of  jointly  used  lines  properly  chargeable  to  toll.  Go- 
ing concern  or  franchise  values,  cost  of  financing,  and  work- 
ing capital  are  not  included  in  the  engineer's  valuation,  which 
is  accepted  by  the  Commission  for  the  purposes  of  this  case, 
though  applicant  submitted  data  to  the  effect  that  the  sum 
of  17,716.06  was  required  in  addition  to  stores  and  supplies, 
and  that  the  cost  of  financing  was  eight  per  cent. 

Counsel  for  objectors  offered  the  return  for  taxation  made 
by  applicant's  officers  to  the  Ass^sor  of  Gage  County,  for 
1912,  and  argued  that  sueli  return  should  be  binding  on  the 
company  as  a  basis  of  valuation  for  determining  reasonable 
rates.  We  know  of  no  such  rule  of  law.  On  tlie  contrary, 
in  the  case  of  Cedar  Rapids  Gaslight  Co.  vs.  City  of  Cedar 
Rapids,  120  N.  W.  970,  cited  by  counsel,  the  Supreme  Court 
of  Iowa  in  determining  a  case  involving  the  reasonableness 
of  rates,  in  arriving  at  its  decision,  based  its  conclusions  on 
a  valuation  of  $300,000  to  |350,000,  notwithstanding  the  fact 
that  the  company,  as  appears  in  the  decision,  had  appealed 
from  a  decision  of  the  taxing  authorities  fixing  any  valuation 
higher  than  |108,000.  Counsel  for  the  objectors  further  in- 
sists that  no  allowance  should  be  made  for  general  expenses 
(organization,  administration,  and  legal  expenses,  interest 
during  construction,  engineering  and  supervision,  contin- 
gencies and  incidentals)  as  set  forth  in  Item  No.  9  of  the 
valuation  made  by  the  Commission's  engineers,  which 
amounts  to  an  average  of  15.35  per  cent  of  the  entire  re- 
production value. 

When  it  is  considered  that  the  valuation  is  based  only  on 
the  fundamental  labor  and  material  costs,  no  allowance 
having  been  made  for  contractor's  profits,  engineering  or 
supervision,  other  than  the  foreman  in  direct  charge  of  the 
labor  gangs,  cost  of  financing  and  cost  of  developing  the 
business,  to  accept  counsel's  contention  would  deprive  the  ap- 
plicant of  considerable  values,  which  are  admittedly  in  its 
plant. 

The  general  expense  item  herein  allowed  is  conservative 
when  compared  with  allowances  made  by  other  authorities 
on  valuations  similarly  made,  and  we  are  convinced  that  it 
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is  jost  and  reasonable.  It  may  be  noted  here  that  the  Com- 
mission for  the  Crown,  in  determining  the  values  of  the  tele- 
phone properties  of  Q-reat  Britain,  which  were  porchased 
by  the  Government  at  a  cost  of  approximately  f6O,7OO,000, 
included  in  its  valuation  an  amount  aggregating  31.1  per  cent 
of  the  fundamental  costs.  This  allowance  included  items 
for  cost  of  financing  and  cost  of  obtaining  subscribers'  agree- 
ments. Excluding  the  last  two  items  which  this  Commission 
has  not  considered  for  the  purposes  of  the  case,  the  allowance 
made  by  the  English  Commission  for  general  expense  was 
2^.38  per  cent  of  the  fundamental  costs. 

Oounsef  for  objectors  insists  further  against  the  allowance 
made  by  the  Commission's  engineers  of  $5,000  for  stores  and 
supplies,  on  the  ground  that  it  is  arbitrary  and  that  it  did 
not  appear  that  such  an  amount  of  stores  and  supplies  were 
actually  on  hand. 

The  Commission's  engineer  testified  that  be  had  not  made 
an  inventory  of  the  stores  and  supplies  on  hand  for  the  rea- 
son of  the  abnormal  condition  existing  on  account  of  the 
construction,  then  in  process,  necrasary  for  consolidation. 
He  showed,  however,  that  as  of  June  1,  1912,  and  long  prior 
to  the  actual  beginning  of  the  work  of  consolidation,  the  ap- 
plicant herein  reported  as  actually  on  hand,  stores  and  sup- 
plies in  the  New  Home  plant  in  the  amount  of  $3,780.85,  and 
the  Bell  plant  $5,317.34,  and  gave  as  his  opinion  that  when 
the  plant  was  once  consolidated,  a  conservative  estimate  of 
the  stores  and  supplies  necessary  for  the  reasonable  upkeep 
and  extension  of  the  plant  would  he  $5,000. 

If  there  could  be  any  doubt  as  to  the  justice  of  this  allow- 
ance. It  must  be  dispelled  when  it  is  remembered  that  do 
allowance  is  made  for  cash  working  capital,  alleged  by  the 
applicant  to  be  required  in  the  amount  of  $7,716.06. 

We  are,  therefore,  of  the  opinion  that  the  reprodnction 
value  of  $234,099.61,  and  present  value  of  $182,848.14,  sub- 
mitted by  the  engineer,  are  just  and  should  be  accepted  for 
the  purpose  of  determining  this  case. 

EARNiNfis  .\N[»  Expenses. 

In  considering  this  matter  the  Commission  in  its  valuation 
has  PTfcluded  all  items  of  valuation  properly  chargeable  to 
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toll  property,  aad  has  likewise  excluded  in  its  statements  of 
earnings  and  expenses  items  wliich  slioald  properly  be 
credited  or  chargeable  to  toll. 

The  accoantants  of  the  Commission  have  made  a  carefnl 
check  and  report  of  the  applicant's  operation  of  the  two  ex- 
changes for  the  first  five  months  of  1913. 

Their  report  shows  that,  based  on  the  average  revenne  from 
2,666  telephones  for  the  five  months,  the  gross  exchange 
eamlDgs  of  the  company  for  a  year  wonld  be  (42,777.74. 
This  amount,  however,  includes  the  earnings  of  some  300 
duplicate  telephones  now  yielding  a  revenue  which  would 
a^regate  (6,030  a  year,  which  duplication  will  be  removed, 
and  revenue  lost,  after  consolidation. 

It  is,  of  course,  impossible  to  accurately  forecast  what  tele- 
phones will  be  ordered  out,  or  what  changes  will  be  made 
by  the  subscribers  in  the  class  of  service  desired,  after  con- 
solidation; as  nearly  as  can  be  predetermined,  however,  as- 
suming that  no  subscribers  will  be  lost  under  the  proposed 
schedule,  exchange  earnings  will  be  a^  follows : 

EsTiUATED  Rental  Revenue  Beatrice  Consolidated  Exchange  as  oe 
June  1,  1913.  at  Proposed  Net  Rates. 

169  Individual.  Business,  at  $3.50  $59L50 

171  Two-party,  Business,  at 

105  Individual,  Residence,  U 

76  Two-party,  Residence,  at 

1254  Four-party,   Residence,  at 

«9  Farm,    at 

49  Business  extensions,  at 

52  Residence  extensions  at 

6  County  exchanges,  at 

9  One-^ay,  Business,  at 


2320     ESTIMATED  REN 

S3    P.B.X.  telephones  and  switching 

2373 

or  145,63120  for  tbe  entire  jear. 
Rental  Revenue,  both  exchanges,  March  1 
Net  Loss  per  month 

Net  Loss  per  annum 

The  accountants  found  that  the  direct  operating  expenses 
of  the  applicant,  exclusive  of  maintenance  and  depreciation, 
or  current  repair  items,  baaed  on  the  average  for  the  first 
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3.00 

513.00 

200 

2iaoo 

1.50 

114.00 

US 

■      1,567.50 

1.50 

643.50 

1.00 

49.00 

.50 

26.00 

2.00 

12.00 

250 

22.50 

$3,749.00 

53.60 

$3,802.60 

$3,812.25 

9.65 

115.80 
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five  muiitlis  of  1913,  during  wbitli  tiiiii!  the  two  exchanges 
had  been  operating  under  the  one  management,  would 
amount  for  the  entire  year  to  the  sum  of  ¥17,082.24.  Bead- 
justing  thi6  amount  by  certain  decreases  in  expenees  which 
will  follow  consolidatiouj  to-wit:  general  expense  and  rent, 
amounting  to  ?1,257.96  per  annum;  and  by  certain  increases 
in  taxes  amounting  to  $530  per  annum,  not  considered  in 
accountant's  report,  the  net  direct  operating  expense  is 
J16,354.28. 

The  engineers  in  determining  the  valuation  of  the  con- 
solidated exchange  found  an  average  annual  depreciation  of 
6.48  per  cent,  of  the  reproduction  value  on  the  straight  line 
basis.  The  expense  of  current  repairs  and  maintenance  as 
found  by  the  accountants,  based  on  the  operation  for  the  first 
five  months  of  1913,  whicb  is  probably  short  of  what  t^e  full 
experience  for  the  year  would  produce,  inasmnch  as  some 
parts  of  the  maintenance  costs  are  mnch  heavier  from  June 
first  to  December  first  than  in  the  other  months  of  the  year, 
was  3.7  per  cent,  of  the  reproduction  new  value. 

The  Commission  after  a  careful  study  of  the  items  of 
maintenance  and  depreciation  'has,  for  the  reasons  in  the 
Lincoln  case,  Application  No.  1637,"  and  here  unneceasaiy  to 
repeat,  combined  the  items  of  maintenance  and  depreciation, 
and  found  an  allowance  of  nine  i>er  cent,  on  reproduction 
value  to  cover  those  items,  just  and  reasonable. 

In  the  matter  of  the  rate  of  return  on  the  investment,  the 
Commission  holds  that  seven  per  cent,  on  the  present  value 
is  just  and  reasonable.  Its  reasons  for  its  conclusions  are 
fully  set  forth  in  its  decision  in  said  Application  No.  1637.' 

Setting  up  the  foregoing  in  tabular  form  we  have  the 
following  result: 

Direct  operating  expense  $16J54^ 

Maintenance  and  depreciation,  97'  on  reprcxiuction  new 

value  of  $23+,099.6I  (all  toll  excluded)  21,06S.96 

7%  return  on  present  depreciated  value  of  $182,848.14      13.414.80 


$50,838,04 

estimated  revenue  un'beb  proposkd  rates  45.631,20 

Deftcit  $S3>5.84 

ed  in   Commission  Leaflet   No,   19,   al  page   134. — Ed. 
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Expressed  in  other  terms,  the  net  income,  after  taking 
care  of  direct  operating  expense  and  allowing  nine  per  cent, 
for  maintenance  and  depreciation,  will  yield  a  return  of  4.5 
per  cent,  on  the  present  value  of  the  property. 

As  will  have  been  previously  noted,  the  schedule  of  rates 
applied  for  provides  for  a  discount  of  25  cents  per  month  to 
each  subscriber,  if  paid  in  advance  on  or  before  the  tenth  of 
each  month  by  the  city  subscriber,  and  three  mouths  in  ad- 
vance by  the  farm  subscribers.  The  foregoing  calculations 
of  the  Commission  have  been  based  on  the  assumption  that 
applicant's  subscribers  will  all  tafee  advantage  of  the  dis- 
count, and  have,  therefore,  used  the  net  rate  schedule. 

The  allowance  of  this  discount  schedule  is  urged  by  ap- 
plicant on  the  ground  that  it  is  reasonable,  will  insure  a  more 
prompt  payment  of  its  bills  by  subscribers  and  a  saving  of  at 
least  |600  per  year  in  collection  expense,  and  not  for  the 
purpose  of  any  added  revenue  accruing  to  the  company  from 
payments  under  the  higher  schedule. 

It  is  a  generally  accepted  principle  of  all  authorities  that 
a  telephone  company  may  adopt  rules  for  its  business,  pro- 
vided they  are  reasonable  and  do  not  impose  undue  burdens 
on  the  patrons. 

Our  own  Supreme  Court,  in  the  case  of  Buffalo  County 
Telephone  Co.  vs.  Turner.  118  N.  W.  1064,  has  affirmed,  as 
reasonable,  a  rule  of  a  rural  telephone  company  requiring  its 
subscribers  to  pay  their  rent  six  months  in  advance. 

The  practice  of  allowing  discounts  for  prompt  payment  of 
their  charges  by  public  service  corporations  is  general 
thronghout  the  entire  country,  and  no  one,  in  our  opinion, 
can  fairly  complain  that  the  additional  25  cent  charge  for 
failure  t«  pay  promptly  is  unjust  or  unreasonable. 

The  effectiveness  of  the  discount  system  in  securing 
prompt  payment  of  rental  charges  is  demonstrated  by  the 
fact  that  in  the  Bell  exchanges  at  Omaha  and  environs 
where  the  discount  system  is  in  effect,  S3  per  cent  of  the 
exchange  rentals  are  paid  before  the  tenth  of  the  month, 
while  in  Beatrice,  under  existing  conditions,  it  does  not  ex- 
ceed 50  per  cent 
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In  view  of  the  foregoing  we  cannot  escape  the  conclasion 
tliat  the  schedule  of  rateR  submitted  b;  applicant  for  its 
consolidated  exchanges  is  reasonable  and  should  be  granted. 

Obdbb. 

Tt  ig  therefore  ordered,  That  the  Lincoln  Telephone  and 
Telegraph  Company  be,  and  the  same  is  hereby,  anthomed 
to  consolidate  its  exchanges  in  the  City  of  Beatrice,  and  on 
and  aft«r  September  1, 1913,  to  publish  and  collect  the  follow- 
ing rates  and  charges: 


Individual.  Business 

$45.00 

$12.00 

Two-party.  Business 

39.00 

36.00 

Individual,  Residence 

27.00 

24.00 

Two-party    Residence 

31.00 

18.00 

Four- party.  Residence 

18.00 

15.00 

Farm 

21.00 

18.00 

Made  and  entered  at  Lincoln,  Nebraska,  this  first  day  of 
September,  1913. 


In  the  Matter  op  the  Application  of  Lincoln  Telephone 
AND  Telegraph  Company  fob  Atithokity  to  Establish 
a  New  Class  of  Service  on  its  Davby  Exchange. 

Application  No.  1872. 

Decided  September  6,  ipij. 
Rate   for  Ten-Party   Line   Service— Zone    STstem. 

Obdbb. 

Whereas.  The  Lincoln  Telephone  and  Telegraph  Com- 
pany has  made  application  to  the  Nebraska  State  Railway 
Commission  for  authority  to  establish  a  new  class  of  service 
on  its  Davey  excliange,  to  consist  of  special  ten-party  line 
telephones  located  in  CiTesco,  the  charge  for  these  'phones  to 
he  12.00  per  month,  the  service  to  he  limited  to  the  Davey 
zone,  service  to  and  from  these  'phones  and  the  Lincoln  zone 
to  be  10  cents  per  message  o*  three  minutes; 
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And  it  appearing  to  the  Commission,  upon  dne  investiga- 
tion and  consideration,  that  the  application  is  reasonable 
and  warranted  b;  existing  conditions, 

/(  i«  ordered,  By  the  Nebraska  State  Railway  Comniisslon, 
that  the  desired  authority  be,  and  tbe  same  is,  hereby 
granted,  the  new  service  and  rates  to  become  effective  from 
and  after  September  15, 1913. 

Made  and  entered  at  Lincoln,  Nebraska,  this  sixth  day  of 
September,  1913. 

In  thb  Mattee  op  the  Application  of  the  Fabubbs'  and 
Merchants'  Telephone  Company  of  Baqan^  Nb- 
bbaska,  fob  Authorttt  to  Increase  its  Swttohino 
Bate  to  Thibtt-five  Cents  pee  month. 

Application  No.  1802. 

Decided  September  is,  1913. 

Farm  Lme»~Ratc  for  Switching  Service 

Upon  applicatinn  bv  the  Farmers'  and  Merchants'  Telephone  Company  to 
increase  its  rate  for  the  switching  service  afforded  to  two  farm  lines, 
connected  with  its  exchange,  which  also  owned  a  small  interest  in  the 
switchboard,  it  appeared  (hat  although  a  rate  of  26  cents  per  month  per 
subscriber  was  on  file  with  the  Commission,  nevertheless  this  rate  had  never 
been  recognized  in  making  settlements  because  the  parties  were  not  aware 
that  it  was  in  effect.  Although  various  verbal  agreements  providing-  for  a 
settlement  on  the  basis  of  actual  cost  had  existed,  the  annual  adjustments 
had  rarely  been  effected  on  a  mutually  satisfactory  basis  owing  to  the  in- 
ability of  the  parties  to  ^ree  as  to  the  cost  of  the  service.  The  applicant 
desired  authority  to  establish  a  rate  of  35  cents,  or,  in  lieu  thereof,  to  bue 
the  rate  on  actual  cost,  and  chaise  in  addition  thereto  a  toll  rate  for 
mess^es  to  the  four  towns  of  Upland,  Bloomington,  Hildreth  and  M^cox 
with  which  the  farm  lines  then  enjoyed  the  privilege  of  free  communication. 

Cost  of  S«rriG«. 

It  was  shown  that  the  cost  of  operation  and  the  cost  of  maintaining  the 
twitchboard,  alone,  amounted  to  34  cents  per  month  for  each  telephone 
switched.  This  amuunt  included  no  contribution  toward  the  general  ex- 
penses and  took  no  account  of  the  privilege  of  free  communication  with  the 
four  towns  above  mentioned.  It  appeared  that  the  original  interest  of  the 
farm  lines  in  the  switchboard  had  become  so  slight,  owing  to  additioni; 
made  at  the  applicant's  expense,  as  to  have  little  bearing  on  the  decision 
in  this  case. 

Held:  That  the  applicant  has  not  been  receiving  even  the  bare  cost 
of  the  service  furnished. 
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Rmte  for  Switching   Service  including  Free  Toll  Service. 

Held:  That  although  the  applicant  is  willing  to  furnish  switching  serv- 
ice at  cost  provided  it  is  permitted  to  establish  a  toll  charge  for  the  service 
to  the  four  towns  mentioned,  it  is  preferable  to  fix  a  dennite  rate  for 
switching  service,  especially  since  there  is  not  sufficient  data  at  hand  In 
make   the   determination   of  the   proper   toll   charge   possible ; 

That  35  cents  per  month  appears  to  be  a  reasonable  rate. 

The  application  was  accordingly  granted.* 

APrBAEANOBS: 
Allen  Elliott,  for  applicant. 
O.  E.  Shelbvrn,  for  Enterprise  Telephone  Company, 

Opinion. 

Taylor,  Commissioner: 

The  applicant  is  a  coi-poratioii  and  a  common  carrier, 
conducting  a  telephone  business  in  the  Town  of  Ragan. 
Nebraska,  and  contiguous  territory.  It  owns  and  operates 
111  telephones  and  in  addition  performs  a  .switching  service 
for  two  farm  lines  known  as  the  Enterprise  Telephone  Com- 
pany and  the  Scandinavia  Telephone  Company.  On  the 
Enterprise  line  there  are  22  subscribers  and  on  the  Scan- 
dinavia line,  13  subscril)ers,  making  a  total  of  146  operated 
by  the  applicant.  Tbe  switchboard  used  in  the  operation  of 
the  plant  is  owned  jointly  by  the  applicant  and  tlie  Iwo  de- 
fendants, the  farm  companies  cacb  having  a  one-fifth  in- 
terest.   Each  company  maintains  its  own  lines. 

Accoixling  to  the  record  in  this  case,  which  was  sub- 
mittal at  a  formal  bearing  at  Alma,  Nebraska,  on  July  17, 
11113,  tlie  applicant  lias  never  had  a  written  contract  with 
either  <if  the  farm  companies  covering  the  switching  charges. 
There  have  been  verbal  agreements  at  various  times  but  the 
final  artjuRtments  at  the  close  i>f  each  year  were  seldom 
effected  on  a  mutually  satisfactory  basis,  due  largely  to  tbe 
inability  of  the  parties  to  agree  as  to  tbe  cost  of  tbe  .<iorvii-e 
Practically  all  of  the  verbal  agreements  bave  provided  for 
tire  payment  of  the  switching  service  on  the  basis  of  its  actual 

•Editor's  headnole. 
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cost  to  the  applicant.  Investigation  developed  that  there  is 
on  file  in  the  office  of  the  Commission  a  rate  of  26  cents  per 
month  per  suhscriber  for  switciiing  service,  but  none  of  the 
parties  were  aware  that  this  rate  was  in  effect  and  conse- 
quently it  has  never  been  recognized  in  the  annual  settle-- 
menta. 

The  applicant  now  asks  permission  to  establish  a  switch- 
ing rate  of  35  cents  per  month  per  subscriber's  station,  or  In 
lieu  of  that,  authority  to  base  the  rate  on  the  actual  cost  of 
operation  plus  a  regular  toll  charge  to  four  towns  now  con- 
nected with  the  exchange,  to  which  the  defendants  at  the 
present  time  have  free  connection. 

The  applicant  was  nnable  to  furnish  a  detailed  statement 
of  the  coat  of  operating  the  plant,  the  accounts  being  kept 
only  in  a  general  way,  but  according  to  the  figures  sab- 
mitted  for  the  year  ending  January  1,  1913,  the  total  ex- 
pense of  operation  was  |931,51.  This  includes  the  cost  of 
maintaining  the  plant,  exclusive  of  the  switchboard,  the 
amount  for  this  purpose  being  $316.51.  The  salary  of  the 
operator  during  this  period  was  f50  per  month,  or  $600  per 
year.  It  required  $15  to  maintain  the  switchboard  for  the 
year,  this  item  of  expense  being  properly  prorated  over  all 
of  the  property  on  the  basis  of  the  number  of  telephones.  In 
arriving  at  the  actual  cost  of  swit-ching,  the  applicant  ap- 
plied only  the  $600  for  direct  operation  and  $15  for  mainte- 
nance of  the  switchboard.  On  a  basis  of  150  telephones 
switched  this  made  a  cost  of  $4.10  per  station  per  year  or 
34  cents  per  month.  It  will  be  noted  that  no  account  was 
taken  of  the  general  expense  of  the  company,  such  as  salaries 
of  officers,  printing  and  other  incidental  items,  a  portion  of 
which  would  be  proi>erly  chargeable  to  the  switched  stations. 
It  is  shown  in  the  record,  for  instance,  that  every  meeting 
of  the  board  of  directors  entails  an  expense  of  $8.00  or  $9.00 
and  that  two  or  three  such  meetings  are  required  when  a  new 
operator  is  engaged.  The  secretary  of  the  company  receives 
the  nominal  salary  of  $25  per  year.  Between  the  meetings 
of  the  board  of  directors  he  is  the  active  manager  of  the  busi- 
ness and  puts  in  considerable  time  at  the  work.  In  addi- 
tion to  the  service  of  switching,  the  farm  lines  have  enjoyed 
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the  privilege  of  commuDication  with  the  four  towns  of  Up- 
land, UloomingtOD,  Hildreth  and  Wilcox  over  lines  owned 
by  the  applicant,  for  which  no  toll  charge  haa  been  made. 
It  will  be  seen,  therefore,  that  the  Farmers'  and  Merchants' 
Telephone  Company  has  not  been  receiving  the  bare  cost  of 
the  service  it  has  been  furnishing  the  two  farm  lines.  While 
there  is  a  joint  ownership  of  the  switchboard  by  the  three 
companies,  the  interest  of  the  two  farm  lines  is  so  small  that 
it  has  but  little  bearing  on  the  case.  The  switdiboard  cost 
|140  originally,  one-fifth  of  this  amount  being  paid  by  each 
defendant.  Since  its  installation,  however,  it  has  been  con- 
siderably enlarged,  the  cost  of  all  of  the  additions  being 
borne  by  the  applicant,  so  that  the  interest  of  the  de- 
fendants does  not  represent  a  two-flftb's  ownership  at  the 
present  time.  They  have  refused  to  pay  their  portion  of  the 
cost  on  the  ground  that  the  additions  were  for  the  use  of  the 
applicants.  That  the  present  arrangement  has  not  been  satis- 
factory to  the  applicant  is  evidenced  by  the  fact  that  at  the 
time  of  the  last  annual  settlement  it  offered  to  torn  the 
operation  of  the  plant  over  to  the  Enterprise  Telephone 
Company  and  pay  such  rliarge  for  switching  service  as  that 
company  should  find  reasonable.  This  offer  was  refused, 
larffely  for  the  reason  that  the  Enterprise  Company  did  not 
cere  to  assume  the  responsibility  of  be(H>miiig  a  common 
carrier. 

While  the  applicant  is  willing  that  the  switching  rat«  be 
based  on  the  bare  coat  of  operation  provided  it  is  permitted 
to  charge  the  fai-m  line  subscribers  a  toll  charge  to  the  towns 
of  Upland,  Rloomington,  Hildreth  and  Wilcox,  it  appears 
preferable  to  the  Commission  to  fix  a  definite  rate  for  switch- 
ing service.  The  real  contention  in  the  past  has  been  as  to 
what  this  rate  should  be  and  to  determine  it  now  will  re- 
move this  basis  for  contention  in  the  future.  Furthermore 
there  is  not  sufficient  data  at  hand  to  enable  the  Com- 
mission to  determine  what  the  toll  rate  should  be  to  the 
points  mentioned. 

In  view  of  these  facts  the  rate  of  35  cents  per  month  as 
applied  for  by  the  Farmers'  and  Merchants'  Telephone  Com- 
pany rppcars  to  he  just  and  reasonable  and  will  be  approved. 
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Obdes. 

/(  is  therefore  ordered,  TLat  the  Farmers'  and  Merchants' 
Telephone  Company  of  Ragan,  Nebraska,  he,  and  the  same 
hereby  is,  antborized  to  amend  that  section  of  ita  schedule 
relative  to  switching  rates  so  as  to  read  as  follows: 
"Switching  rates,  per  telephone  per  month,  35  cents." 

Said  rate  to  become  effective  October  1,  1913. 

JIade  and  entered  at  Lincoln,  Nebraska,  this  thirteenth 
day  of  September,  1913. 


Hooper    Telephone  Company   vs.    Nbbeaska    Telephone 
Company," 

Formal  No.  214. 

Decided  September  20,  1913. 

Compulsory  Phyaical  Connection  for  Toll  Service — Diviiion  of  Interline 
Toll  Revenne. 

Upon  complaint  asking  that  the  Nebraska  Telephone  Company  be  reqnired 
'•o  establish  physical  connection  for  toll  service  between  its  lines  and  those 
if  the  complainant, 

Ordered,  That  the  defendant  connect  its  exchange  at  Freemont  with  the 
lOll  line  running  between  the  complainant's  exchange  at  Hooper  and  the 
Freemont  exchange  of  the  Freemont  Telephone  Company,  and,  at  its  own 
expense,  connect  its  toll  line  passing  through  Hooper  with  the  complainant's 
exchange  at  that  point ;  that  it  furnish  toll  service  by  means  of  such  con- 
nections to  all  points  wilhin  the  State  reached  by  its  toll  lines  and  con- 
nections ;  and  that  the  revenue  accruing  from  the  interchange  of  toll  busi- 
ness be  divided  in  accordance  with  Chapter  79  of  the  Session  Laws  of  1913,t 

Obdbr. 

On  this  fifteenth  day  of  September,  1913,  this  cause  came 
on  for  hearing,  at  the  District  Court  Boom  in  the  City  of 
Fremont,  Dodge  Connty,  Nebraska,  pursuant  to  order  of  the 
Commission,  the  complainant  appearing  by  Courtright  and 
Sidner,  it.s  attorneys,  and  the  defendant  appearing  by  E.  M. 
Morsman,  Jr.,  its  attorney.  The  Commission  having  heard 
the  evidence  and  the  arguments,  and  the  cause  having  been 
submitted  by  the  parties,  and  the  Commission  being  fully 
advised  in  the  premises,  finds  for  the  complainant  and  that 

•On  September  24,  1913,  the  Commission  overruled  the  motion  ot  the 
Nebraska  Telephone  Company  for  a  new  trial  and  the  Company  ex- 
cepted.—Ed. 

tEditor*!  headnote. 
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tlie  defeodant  should  l>e  ordered  to  cooDect  the  joint  toll  line 
owned  by  Hooper  TelephoDe  Company  and  Fremont  Tele- 
phone Company  with  defendant's  switchboard  and  exchange 
at  Fremont,  Nebraska,  and  continue  the  same  in  service  for 
toll  business,  and  that  defendant  should  furnish  toll  seirice 
with  the  exchangee  of  com]i]ainant  whenever  there  may  be  any 
toll  line  connection  available  tlierefor,  and  that  defendant 
should  connect  its  toll  line  now  passing  through  or  near 
Hooper,  Nebraska,  with  the  exchange  of  the  complainant  at 
Hooper,  and  furnish  toll  seiTit-e  thereon;  tliat  the  expense  of 
making  said  connection  with  complainant's  exchange  at 
Hooper  should,  in  accordance  with  the  general  custom  preva- 
lent with  reference  tliereto,  be  paid  hy  the  defendant ;  that  the 
revenue  arising  from  such  toll  business  between  the  ex- 
changes of  the  complainant  and  the  defendant  and  other  ex- 
changes should  be  divided  in  accordance  with  Chapter  79  of 
the  Session  T^ws  of  Nebraska  of  1913. 

It  is  therefore  considered  and  ordered.  By  this  Com- 
mission, that  the  defendant  connect  its  switchboard  and  ex- 
change with  the  telephone  toll  pole  line  and  circuit  hereto- 
fore in  operation  between  the  Hooper  exchange  of  com- 
plainant and  the  Fremont  exchange  of  Fremont  Telephone 
Company,  and  keep  the  same  in  service  for  toll  business  to 
all  points  in  the  State  of  Nebraska  reached  by  the  toll  lines 
of  the  defendant  and  its  connections;  that  defendant  furnish 
toll  connections  and  service  within  the  State  of  Nebraska 
with  the  exchange  of  the  complainant  whenever  there  may 
he  any  toll  line  connection  available  therefor;  that  defendant 
shall  at  its  own  expense  conneet  its  toll  line  now  passing 
through  or  near  Hooper,  Nebraska,  with  the  exchange  of  the 
complainant  at  Hooper,  Nebraska,  and  furnish  toll  service 
thereon  within  the  State  of  Nebraska,  and  that  the  parties 
divide  the  revenue  arising  from  such  toll  business  in  ac- 
cordance with  Chapter  79  of  the  Laws  of  Nebraska  of  1913. 
This  order  shall  become  effective  on  the  1st  dav  of  October. 
1913. 

To  each  of  the  findings  of  fart  and  to  each  of  the  orders 
of  the  ConimisRion  herein  mentioned  the  defendant  separately 
except."*. 

Made  and  entered  at  Lincoln.  Nebraska,  this  twentieth  day 
'eptember,  A.D.  1913. 


NEW  HAMPSHIRE. 

Public  Service  Commission. 

WU-.LIAM     H.      IIORTON,     et     ol.,     VS.     PlEEMONT     TBLEPHONB 

Company. 

D— 126. 
Decided  August  is,  igi$. 

Inadequate  Service — Night  Service — Relation  of  Service  to  Ratea— Re- 
ports of  Failures  in  Service. 

Upon  complaint  alleging  inadequate  telephone  service  on  the  part  of  ihe 
Piermont  Telephone  Company,  it  appeared  that  the  respondent  was  a  small 
company  with  114  subscribers  and  a  total  investment  of  about  $3,000, 
Under  the  rate  of  ?1.00  per  month  fhen  in  force,  the  company  earned  only 
about  4.5  per  cent,  on  its  investment.  The  hours  of  service  were  from  6:30 
a.  m.  to  9  p.  m.  with  an  automatic  alarm  signal   for  night  calls. 

It  further  appeared  that  there  had  been  failures  in  both  local  and  long 
distance  service  and  that  some  of  the  lines  had  been  down  in  (he  past, 
but  that  the  failures  in  service  did  nol  exceed  the  general  experience  of 
other  small  telephone  companies  and  that  the  lines  were  now  in  good  work- 
ing order,  allhough  the  construction  was  of  the  cheap  sort  common  to 
such  companies.  An  excessive  nunri>er  of  failures  in  the  night  aulomatic 
alarm  service  appeared  to  have  occurred  during  the  past  year. 

Held:  That  the  hours  of  service  are  substantially  the  same  as  those  of 
other  systems  charging  the  same  or  even  higher  rates  and  the  general 
experience  has  been  that  continuous  service  cannot  be  furnished  at  $12 
per  year; 

That  a  continuation  of  the  present  efficiency  of  service  will  produce 
satisfactory  results. 

The  complaint  was  placed  on  t^le  and  the  respondent  was  required  to 
make  monthly  reports  to  the  Commission  showing  the  date,  duration  and 
cause  of  all  failures  in  service.* 

Appeaeances  : 

Frank  8.  Williams,  for  the  complainants. 
Davis  8.  Conant,  for  the  Piermont  Telephone  Company. 
Eepobt. 

This  complaint  was  signed  by  sixteen  subscribers  of  the 
Piermont  Telephone  Compauy.     A  public  hearing  was  held 
'Editor's  headnote. 
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by  Commissioner  Worthen  at  Piermont  on  May  29,  1913. 
It  was  veil  attended,  and  full  opportunity  was  given  to  all 
citizens  to  make  any  statements  as  to  the  character  of  the 
service  in  the  past,  and  any  suggestions  as  to  future  service. 

The  wire  plant  of  the  Piermont  Telephone  Company  con- 
sists of  twenty-one  miles  of  pole  line,  with  about  one  hundred 
miles  of  iron  wire  and  two  hundred  and  twenty-five  feet  of 
cable.  The  central  office  is  equipped  with  a  magneto  switch- 
board, with  Westfim  Electric  Company  express  system 
drops.  The  hours  of  service  are  6:30  to  9:00  p.  m.,  with 
automatic  alarm  signal  for  night  calls.  The  capital  invested 
is  about  (3,000.  The  total  income  for  the  year  ending  June 
30,  1912,  was  11^349,  and  the  cost  of  operation,  including 
some  rebuilding  of  lines  and  insurance,  was  about  fl,213, 
leaving  a  net  profit  of  about  4.5  per  cent,  on  the  investment 
The  rate  is  (1.00  per  month  if  paid  within  ten  days  after  the 
bill  becomes  due.  The  connecting  lines  are  the  New  England 
Telephone  and  Telegraph  Company,  White  Mountain  Tele- 
phone Company  and  the  Fairlee  Telephone  Company.  In 
the  report  for  the  year  ending  June  30,  1912,  the  total  num- 
ber of  subscribers  was  given  as  one  hundred  .and  fourteen. 

The  first  article  of  the  complaint  waa  "poor  service,  at  all 
times  very  difficult  to  hear  or  be  heard  at  a  distance  of  eight 
or  ten  miles." 

It  appeared  that  the  line  was  of  the  rather  cheap  construc- 
tion common  to  lines  of  this  class ;  the  poles  are  rather  small 
and  much  of  the  wire  is  hitched  to  trees,  so  that  the  wind, 
limbs  and  bushes  often  interfere  with  the  efficiency  of  the 
service.  The  different  lines  of  the  system  vary  very  much  in 
quality  of  servire,  but  the  testimony  was  to  the  effect  that 
as  a  rule  the  day  service,  both  local  and  long  distance,  had 
been  reasonably  good,  and  that  the  interruptions,  though 
numerous,  had  been  of  short  duration,  particularly  for  the 
last  two  years.  It  was  acknowledged  that  some  lines  of  the 
system  were  in  poor  condition,  especially  the  one  serving  the 
leading  petitioner.  The  schedule  of  hours  of  service  is  sub- 
stantially the  same  as  that  of  the  large  majority  of  lines 
charginjr  the  same  rate,  and  the  same  as  a  considerable  num- 
ber of  lines  charging  higher  rates.     The  general  experience 
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lias  been  tbat  tiontiimuus  service  can  not  be  fumislied  at 
f  12.00  per  year. 

The  second  article  of  complaint  was  "no  notice  taken  of 
emergency  calls  at  night" 

It  appeared  tliat  on  several  occasions  during  the  past  year, 
night  calls  had  not  been  answered.  In  one  case  a  large  loss 
by  fire  would  have  l>een  avoided  if  the  emergency  call  had 
been  answered.  Other  cases  of  failure  were  in  attempts  to 
call  a  doctor  in  the  night.  Tliese  cases  happening  within  a 
short  time  were  the  cause  of  considerable  anxiety,  although 
no  such  failures  had  been  reported  for  tlie  previous  six  or 
seven  years  during  which  the  line  has  been  in  use.  The 
ni'mher  of  failures  seems  to  have  been  excessive,  and  it  is 
not  clear  whether  It  was  due  to  the  failure  of  the  switch- 
board, or  the  operator,  or  the  line. 

The  third  complaint  was  "long  distance  of  no  use." 

It  appeared  from  the  evidence  that  long  distance  com- 
munication was  at  times  impossible,  or  very  difficult, 
especially  on  some  of  the  lines  of  the  system.  But  this  did 
not  appear  to  l)e  in  excess  of  the  average  experience  with  the 
smaller  telephone  lines  of  the  State. 

The  final  complaint  was  that  "some  of  the  lines  are  on 
the  ground." 

This  charge  appeared  to  have  been  true  at  various  times, 
but  was  not  shown  to  be  true  at  the  time  of  the  hearing. 
The  proprietor  admitted  that  there  had  been  failures  in  local 
and  long  distance  service,  but  claimed  that  such  were  ex- 
ceptional and  that  in  general  the  service  was  as  good  as 
could  fairly  be  expected  for  the  rate  that  was  charged  for 
the  service.  He  also  testified  that  three  of  the  lines  were 
not  in  good  condition,  and  that  one  of  them  was  already 
in  process  of  reconstruction  and  that  the  others  would  re- 
ceive early  attention. 

Commissioner  Worthen  made  further  investigation  on 
July  21,  and  found  the  lines  in  good  working  order,  and  it 
appeared  that  the  service  was  reasonably  satisfactory  al- 
though the  proposed  improvements  had  not  been  completed. 
A  continuation  of  the  present  efficiency  of  service  would 
seem  to  be  a  satisfactory  settlement  of  the  case. 

The  petition  is  placed  on  file  for  further  consideration, 
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Bliould  there  be  occasion  for  it,  and  an  order  will  issue  re- 
quiring the  Piermont  Telephone  Company  to  make  a  report 
to  the  Public  Service  Commiaaion  on  the  first  da;  of  each 
month,  showing  the  date  of  each  interruption  of  the  service 
on  any  of  the  lines  of  its  system,  the  duration  thereof,  and 
the  cause  therefor,  also  the  number  of  failures  of  the  drops 
to  ring  the  alarm  either  in  the  daily  tests  or  in  actual  calls. 
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Board  of  Public   Utility  Commissioners. 

In  the  Mattek  op  the  Complaint  of  Delaware  a'nd 
Atlantic  Tblegbapii  and  Telephone  Company  against 
THE  Cmf  OF  Ocean  City. 

Decided  May  i^,   igij. 


If  it  had  been  the  legislative  intent  to  confer  upon  the  Board  the  power, 
upon  appeal,  to  pass  upon  any  order  or  regulation  of  a  local,  municipal 
or  county  government  relating  to  a  public  utility,  such  power  would,  in 
the  Board's  judgment,  have  been  conferred  in  terms. 

In  the  judgment  of  the  Board,  there  is  no  escape  from  the  conclusion 
that  the  provision  of  Section  9,  Chapter  41,  Laws  of  1910,  upon  which  the 
appeal  to  the  Board  by  the  complainant  is  based,  is  no  longer  in  force,  and 
that  Chapter  195,  Laws  of  1911,  in  its  enactment  effected  the  repeal  thereof. 

Appearances  : 

Robert  V.  Marye,  for  the  Delaware  and  Atlaotic  Tele- 
graph and  Telephone  Company. 

Albert  A.  Eowcll,  for  the  City  of  Ocean  City. 

Bbpobt. 

The  Delaware  and  Atlantic  Telegraph  and  Telephone  Com- 
pany appeals  to  the  Board  from  an  ordinance  adopted  by 
Ocean  City  requiring  the  removal  by  the  company  of  its  poles, 
etc.,  from  the  public  highways,  etc.,  and  the  substitution  of 
an  ander^ound  system  for  its  overhead  system.  The  ap- 
peal is  made  substantially  upon  the  ground  that  the  or- 
dinance is  unjust  and  unreasonable.  It  seeks  a  determina- 
tion by  the  Board  of  the  matter  complained  of  "on  the 
merits"  and  "such  order  in  the  premises  as  may  seem  just 
and  reasonable." 


5dbyG00gIC 


920  New  Jebsby  noABo  of  Pubuc  Utiuty  Commissionbes. 

The  muDioipalitj  contends  that  the  Board  is  without  power 
to  entertain  the  appeal.  The  question  of  jariedictioa  so 
raised  is  now  to  he  considered. 

Chapter  197,  of  the  Laws  of  1907,  entitled  An  act  to  create 
a  Board  of  Railroad  Commissioners  for  the  State  of  A'ew 
Jersey,  and  to  prescribe  itx  poicers  and  duties,  provided  for 
the  appointment  by  the  Governor,  by  and  with  the  advice  and 
consent  of  the  Senate,  of  three  persons  who  should  "con- 
stitute and  be  a  Board  of  Railroad  Commissioners,  invested 
with  the  powers  and  duties  hereinafter  specified." 

The  jurisdiction  of  the  Board  so  <!onstituted  was  confined 
to  the  general  supervision  of  all  railroads  operating  within 
the  State  of  New  Jersey,  by  whatever  power  operated,  itfi 
equipment,  bridges,  terminals,  tunnels,  tracks,  docks  and 
wharves,  wliether  said  railroad  is  incorporated  by  special 
charter  or  under  the  general  laws  of  this  State,  or  of  any 
other  State,  now  or  hereafter  operating  under  the  provisions 
of  an  act  entitled  A  general  act  relating  to  railroads  (Re- 
vision of  1903),  approved  AprU  14,  1903. 

The  powers  conferred  upon  the  Board,  so  constituted, 
were  in  the  main  confined  to  investigation  and  recommenda- 
tion, and  the  institution  of  actions  for  specific  penalties  for 
violation  by  railroad  companies  of  any  of  the  laws  of  the 
State. 

Ita  power  to  order  was  limited  to  matters  concerning  the 
safety  of  trackage,  roadbeds,  tunnels,  bridges  and  equipment, 
and  the  provision  of  proper  and  adequate  transportation  fa- 
cilities and  stations  for  the  proper  transportation  of  passen- 
gers and  property. 

Non-compliance  with  its  order  carried  no  penalty,  pro- 
vision being  made  merely  for  the  institution  of  appropriate 
legal  proceedings  to  enforce  compliance. 

Chapter  41  of  the  Laws  of  1910  amended  the  title  of  the 
act  just  referred  to  creating  a  Board  of  Railroad  Commission- 
ers so  as  to  read  An  act  to  create  a  Board  of  Public  Utilitff 
Coiinnigsioners  for  the  Rtate  of  X^ew  Jemey.  and  to  prescribe 
itx  poirers  niirf  duties.  It  changed  the  name  of  the  Board  to 
the  "Board  of  Public  Utility  Commissions"  and  extended 
the  jurlKdiction  of  the  Board  and  enlarged  its  powers. 
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It  extended  the  jurisdiction  of  the  Board  to  and  over  all 
public  utilities  (including  railroads)  "operating  within  the 
State  of  New  Jersey  for  public  use,  under  privileges  granted 
by  the  State  or  by  any  municipality  thereof." 

As  to  accidents  and  rates  it  in  terms  confined  the  Board  to 
investigation  and  recommendation.  It  extended  its  powers  to 
order  over  compliance  by  the  public  utilities  with  the  laws  of 
the  State  and  the  performance  of  public  duties  imposed 
thereby ;  the  provision  of  safe  and  adequate  service ;  the  keep- 
ing of  books,  records  and  accounts,  the  adoption  of  a  uniform 
system  of  accounting  and  the  termination  of  rebates  and  other 
unjust,  unfair  and  unreasonable  discriminations. 

It  made  the  approval  of  the  Board  requisite  to  the  validity 
of  issues  of  stock,  and  certain  securities,  leases,  mergers  and 
consolidations,  and  to  local  grants  of  privileges  and  fran- 
chises. 

It  expressly  provided  (10) : 

"Nothing  in  this  act  shall  be  held  to  modify  or  repeal  any  of  the  provisions 
of  the  act  to  which  this  is  an  amendment  and  supplement,  except  in  so  far 
as  such  provisions  are  inconsistent  with  this  act." 

The  ninth  section  of  this  amendatory  and  supplemental  act 
is,  in  part,  as  follows: 

"Any  public  utility,  as  herein  defined,  may  appeal  to  said  Board  from  any 
order  or  regulation  made  uniler  existing  law  by  any  local,  municipal  or 
county  governing  body,  and  said  Board  is  hereby  given  jurisdiction  to  hear 
«aid  appeal  and  to  determine  the  matter  in  question  on  its  merits,  and  make 
such  order  in  the  premises  as  may  seem  just  and  reasonable." 

This  section  of  the  amendatory  and  supplemental  aft  was  in 
turn  amended  by  Chapter  17  of  the  Laws  of  1911 ;  the  amend- 
ment, however,  left  unchanged  the  provisions  before  quoted. 

The  appeal  herein  is  founded  upon  this  provision  of  Sec- 
tion 9,  and  is  based  upon  the  contention  that  it  is  still  opera- 
tive, notwithstanding  the  subsequent  enactment  of  Chapter 
195  of  the  Laws  of  1911. 

The  insistment  of  the  respondent  municipality,  however,  is 
that  the  provision  is  now  inoperative  and  that  its  repeal 
was  eifected  by  the  enactment  of  Chapter  195  of  the  Laws 
of  1911. 
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The  statute  last  referred  to,  approved  April  21,  1911,  and 
becoming  effective  May  1, 1911,  is  entitled  An  act  concerning 
puhUc  utilities;  to  create  a  Board  of  Public  CtUity  Commts- 
eionera  and  to  prescribe  its  duties  and  powers. 

Consideration  ol  the  provisions  of  the  statute  and  compari- 
son thereof  with  the  provisions  of  the  legislation  before  re- 
ferred to  existing  at  tbe  time  of  its  enactment  leads  the 
Board  to  the  conclusion  that  this  statute  created  a  new  ad- 
ministrative body,  constituting  as  members  thereof  tbe  mem- 
bers of  the  then  existing  Board ;  that  it  is  comprehensive  in 
its  definition  of  the  powers  and  duties  of  the  administrative 
body  thereby  created,  and  that  its  definititon  of  powers  and 
duties  is  exclusive. 

In  other  words,  the  Board's  conclusion  is  that  tJie  admin- 
istrative body  created  by  this  statute  has  vested  in,  and  im- 
posed upon  it,  only  the  powers  and  duties  in  terms  con- 
ferred and  imposed  by  this  statute. 

The  opening  words  of  the  statute  are  as  follows : 

"There  shall  be  a  commission  vested  with  the  powers  and  duties  htrrm- 
after  specified." 

In  these  initial  words  therp  is  an  indication  of  legislative 
intent  to  confer  upon  tlie  body  created  by  the  statute  only 
the  duties  thereiuafter  specified. 

No  other  provision  of  the  statute  contravenes  the  legisla- 
tive intent  so  indioatefl,  or  evidences  an  intent  to  confer  and 
impose  powers  and  duties  other  than  those  therein  specified. 

The  statute  is  specific,  detailed  and  comprehensive  in  its 
prescription  of  the  powers  <'oiiferr('(i  and  4luties  impi>sed. 

In  its  enumeration  of  such  powers  and  duties  it  covers  in 
general  and  extends  beyond  the  subject  matter  of  Chapter 
197  of  the  Laws  of  1907  and  Chapter  41  of  the  Laws  of  1910. 

In  its  prescription  of  such  powers  and  duties  it  broadens, 
enlarjtes  and  extends  tiiem  beyond  those  whicli  were  con- 
ferred and  imposed  by  th<'  former  statutes  upon  the  Boanls 
constituted  thereunder. 

It  confers  general  pnwer  of  investigation ;  appraisal  of 
property,  when  necessary  for  the  purpose  of  carrying  out  any 
of  the  provisions  of  the  statute,  juhI  liy  order  to  fix  rates,  and 
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schedules  of  rates,  and  terminate  discriminatory  rates;  to 
Btay  increases  of  existing  rate.*i;  to  require  scliednles  of  rates 
to  be  filed;  to  fix  standards  of  classification,  service,  etc.; 
to  require  the  establishment  of  junction  points  and  connec- 
tions, and  switch  connections;  to  require  safe,  adequate  and 
proper  service;  to  require  extensions  of  existing  facilities;  to 
require  reports  of  accidents;  to  require  systems  of  accounts 
and  the  filing  of  annual  reports;  to  require  the  carrying  of 
a  depreciation  fund;  to  require  compliance  with  the  laws 
of  the  State  and  municipal  ordinances. 

It  likewise  makes  the  approval  of  the  administrative  body 
created  thereby  a  condition  to  tlie  validity  of  issue  of  stocks, 
and  the  transfers  thereof,  in  certain  cases;  of  bonds  and  cer- 
tain other  evidences  of  indebtedness;  to  the  sale,  lease,  mort- 
gage and  other  disposition  and  encumbrance  of  property. 

In  the  fact  that  this  statute  so  comprehensively  covers  the 
general  field  of  legislation  which,  as  before  indicated,  was 
the  subject  matter  of  Chapter  197  of  the  Laws  of  1907  and 
Chapter  i1  of  tlie  T.aws  of  1910,  the  Roard  finds  a  clear  in- 
dication of  legislative  intent  tfl  repeal  the  latter  8tatut«s 
and  substitute  for  the  scheme  of  regulation  provided  by  these 
statutes,  the  more  comprehensive  scheme  of  regulation  em- 
bodied therein. 

In  its  prescription  of  powers  and  duties  this  statute,  in 
many  instances,  embodies  the  provisions  of  the  former  stat- 
utes in  substantially  the  words  thereof. 

This  statement  is  true  not  only  of  its  enumeration  of  the 
powers  and  duties  conferred  and  imposed  upon  the  body 
thereby  created,  but  also  of  tliose  of  its  provisions  laying  af- 
firmative duties  upon  and  imposing  prohibitions  and  restric- 
tions upon  public  utilities  and  municipalities. 

An  illustration  of  this  may  be  found  in  Section  9  of  Chap- 
ter 41  of  the  Laws  of  1910,  the  section  upon  which  the  appeal 
herein  is  based. 

This  section  contained  the  following  provision: 

"No  such  public  utility,  as  herein  defined,  shall  hereafter  give,  grani  or 
bestow  upon  any  local,  municipal  or  county  official  any  discrimination, 
gratuity  or  free  service  whatsoever,  hut  nothing  herein  contained  shall  pre- 
vent the  free  transportation  of  uniformed  public  officers  while  engaged 
in  the  performance  of  their  public  duties." 
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As  amended  by  Chapter  17  of  tlie  Laws  of  1911,  this  amend- 
ment reads : 

"No  such  public  Utility,  as  herein  defined,  shall  hereafter  give,  grani  or 
bestow  upon  any  local,  municipal  or  county  official  any  discrimination, 
gratuity  or  free  service  whatsoever,  but  nothing  herein  contained  shall 
prevent  the  free  transportation  of  uniformed  public  oflkers  while  engaged 
in  the  performance  of  their  public  duties,  or  police  officers  of  whatever 
grade  or  rank  acting  as  detectives,  whose  duties  require  police  duty  to  k 
performed   without  uniform."  * 

Turning  to  Section  18  (g)  of  Chapter  195  of  the  Laws  of 
1911,  the  Board  Rnds  the  following  parallel  piOTiaion: 

"Xo  public  utility,  as  herein  defined,  shall  •  •  •  hereafter  give,  grant 
or  bestow  upon  any  local,  municipal  or  county  official  any  discrimination, 
gratuity  or  free  service  whatsoever,  but  nothing  herein  contained  sh»H 
prevent  the  entry  into  any  public  conveyance  or  in  or  upon  the  property 
of  any  such  public  utility  as  herein  defined  of  any  such  official  in  the 
pursuance  of  his  public  duties  in  connection  with  the  particular  conveyance 
of  property  so  entered  by  him,  upon  exhibiting  his  authority  so  to  do." 

It  ia  perfectly  apparent  then  that  the  framers  of  Chapter 
195  of  the  Laws  of  1911  had  Section  9  of  Chapter  91  of  tie 
Laws  of  1910  and  Chapter  17  of  the  Laws  of  1911  before  them- 

This  section  contained  also,  as  before  stated,  the  provision 
upon  which  the  appeal  herein  is  based. 

That  provision  was  not,  however,  carried  over  into  Chap- 
ter 195  of  the  Laws  of  1911 ;  nor  was  any  provision  on  the  sub- 
ject matter  thereof  inserted  therein. 

This  situation  may,  in  the  judgment  of  the  Board,  in  vie* 
of  what  has  heretofore  been  said,  be  fairly  taten  as  indicating 
the  specific  legislative  intent  not  to  confer  upon  the  admini*- 
trative  body  created  by  Chapter  195  of  the  I^Aws  of  1911  the 
power  to  entertain  and  pass  upon  appeals  from  the  orders 
and  regulations  of  local,  municipal  and  county  governing  bod- 
ies whioh,  under  the  former  statutes,  was  vested  in  the  jui- 
ministrative  bodies  constituted  thereby. 

The  statute  is  further  not  without  provisions  relatii:^  '" 
municipalities  and  imposing  duties,  and  conferring  powers 
upon  the  Ttoard  created  thereby  with  respect  to  miinicipal 
action. 

These  provisions  may,  in  the  judgment  of  the  Board,  well 
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be  taken  as  indicating  further  the  legislative  intent  to  con- 
fine the  duties  and  powers  of  the  Board  with  respect  to 
municipal  action  to  those  thereby  specifically  imposed  and 
conferred. 

The  statute  imposes  specifically  a  duty  upon  the  Board 
which  in  terms  at  least,  was  not  imposed  by  the  former  stat- 
utes upon  boards  constituted  under  the  former  statutes. 

Section  17  (a)  of  the  statute  in  terms  vests  in  the  Board 
the  power  to  enforce  by  order  compliance  by  public  utilities 
with  municipal  ordinances  and  conformity  with  the  duties 
imposed  thereby. 

The  statute  liliewise  (Section  25)  embodies  a  new  proTi- 
sion  requiring  municipalities  operating  any  form  of  public 
utilities  to  keep  the  accounts  thereof  in  the  manner  pre- 
scribed by  the  Board  for  the  accounting  of  similar  public 
utilities,  and  file  snch  statements  thereof  as  may  be  required 
by  the  Board. 

It  further  retains  (Section  24)  the  provisions,  in  somewhat 
altered  form,  of  the  former  statutes  requiring  the  approval 
of  the  Board  to  the  validity  of  any  privilege  or  franchise 
sranted  to  any  public  utility  by  any  political  subdivision  of 
the  8tat«. 

It  further  retains  (Section  21),  in  somewhat  altered  form, 
the  pi-ovision  of  the  former  statutes,  requiring  the  permission 
of  the  Board  for  the  construction  of  a  highway  across  the 
tracks  of  a  railroad  company. 

These  provisions,  in  the  Board's  opinion,  now  define  the 
only  duties  and  power  of  the  Board  with  re.'<pect  to  the  action 
of  municipalities. 

If  it  had  been  the  legislative  intent  to  confer  upon  the 
Bciard  in  addition  the  power,  upon  appeal,  to  pass  upon  any 
order  or  regulation  of  a  local,  municipal  or  county  govern- 
ment relating  to  a  public  utility,  such  power  would,  in  the 
Board's  .judgment,  have  been  conferred  in  terms,  as  were  the 
powers  relating  to  mnnicipal  action  just  set  forth. 

Tn  the  judgment  of  the  Board,  there  is  no  escape  from  the 
conclusion  that  the  provision  of  Section  9  of  Chapter  41  of 
the  liflws  of  li)10,  upon  which  the  appeal  herein  is  based,  is 
no  longer  in  force  and  that  Chapter  195  of  the  Laws  of  1911 
in  its  enactment  effected  the  repeal  thereof. 

...,,..,CA>ogle 


926  New  Jersey  Board  of  Public  Utility  Commissioned. 

These  conclusions  are  supported  by  tlie  following  cases: 

Bracken  vs.  Smith,  12  Stew.  169. 
Gartner  vs.  Cohen,  22  Vr.  125. 
Haynes  vs.  Cape  May,  23  Vr.  180. 
De  Qinther  vb.  Home,  Etc.,  29  Vr.  357. 
Camden  vs.  Vamcy,  34  Vr.  329. 
Ldkeicood  vs.  Havens,  47  Vr,  170. 
Fishhliitt  vs.  Atiantic  City,  79  At.  887. 
Atlantic  City  vs.  Larcomh,  79  At.  1068. 

The  petition  herein  must,  therefore,  be  dismissed  for  lack 
of  jurisdiction  in  the  Board  to  entertain  the  same,  and  an 
order  will  so  enter. 

Entered  May  13,  1913. 

Obdbb. 

This  case  iR'iii;!  at  issue  upon  complaint  and  answer  on  fill' 
and  liaving  been  duty  heard  and  submitted  l)y  the  parties, 
and  full  investigation  of  the  matters  and  things  involved  hav- 
ing been  had  and  tlie  commission  having,  on  tlie  date  herenf, 
made  and  filetl  a  report  containing  its  findings  of  fact  and 
conclusions  tliereon,  whicli  said  report  is  hereby  referred  t" 
and  made  part  hereof. 

It  is  ordered.  That  the  complaint  in  this  proceeding  be  an<1 
it  is  hereby  dismissed. 

Entered  May  13,  1913. 
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In   the    ArATTEB    OF   THE    APPLICATION    OF    FaESIBBS'   UNION 

Telephone  Company  eei^ating  to  Fahmebs'  Mutual 
Telephone  Company. 

Decided  Mny  i;,  1913. 

Definition    of   "Public    Utility"— "Public    Use"— Mutual   Telephone   As- 
■ociations. 

Held:    That  a  purely  mutual  telephone  association  is  not  a  pulilic  utility. 

Appearances  : 

Henry  C.  Hunt,  for  tlie  Farmers'  Union  Telephone  Com- 
pany. 

Willuim  S.  Little,  for  the  Farmers'  Mntnal  Telephone  Com- 
pany. 

Report. 

On  January  6,  1913,  Farmers'  Union  Telephone  Company, 
a  local  telephone  company  operating  in  the  borough  of  Sus- 
sex ami  %'icinity,  filed  a  letter  witli  the  Itoard  asking,  inter 
(iJia.  that  the  Itoard  consider  and  determine  the  necessity  for 
the  formation  of  Farmprs'  Mutual  Telephone  Company  (an 
organization  the  formation  of  which  was,  in  part  at  least, 
provoked  by  an  announcement  by  Farmers'  Union  Telephone 
Company  of  its  intentitm  to  increase  rates),  and  the  reason- 
ableness of  the  rates  which  the  Farmers'  Mutual  proposed 
to  set. 

A  hearing  had  on  this  application,  January  17,  1913,  at 
wliich  both  parties  were  represented,  resulted,  on  February 
7,  1913,  in  the  following  entry  in  the  minutes  of  the  Roard: 

"It  would  appear  that  the  Mutual  Telephone  Company  is  not  a  public 
utility,  both  by  ils  own  admission  and  by  not  possessing  any  franchise, 
and  it  is  not  subject,  therefore,  to  the  jurisdiction  of  the  Board,  Should 
this  company  in  the  future  apply  for  (he  validation  of  a  franchise,  the 
Board  would  take  Into  consideration  the  record  in  this  matter  and  the 
admission  of  the  Mutual  Telephone  Company  that  its  present  occupancy 
of  the  public  highways  is  without  legal  warrant." 

On  Februaiy  23,  1913,  a  petition  for  rehearing  was  filed 
■  by  Farmers'  Union  Telephone  Company,  The  petition  was 
granted  and  a  rehearing  had  on  April  4,  1913, 
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At  the  hearing  l^oth  parties  were  represented;  evidence  and 
arguments  were  heard  and  the  briefs  have  since  been  filed. 
The  Board  has,  tlierefore,  again  before  it  the  qneetion 
whether  Farmers'  Mutual  Telephone  Company  is  subject  to 
the  provisions  of  Chapter  195  of  the  Laws  of  1911  and  to 
the  jurisdiction  thereby  conferred  npon  this  Board. 

The  "public  utility"  to  which  the  provisions  of  the  statate 
extend  is  defined  by  Section  15  as  including  "every  individual, 
copartnership,  association,  corporation  or  joint  stock  com- 
pany •  •  •  that  now  or  hereafter  may  own,  operate, 
manage  or  control  within  the  State  of  New  Jersey  any  *  * 
telephone  •  •  "  system,  plant  or  equipment  for  public 
twe,  under  privileges  granted  by  the  State  of  New  Jersey 
or  by  any  political  subdivision  thereof." 

This  definition  of  a  "public  utility"  does  not  bring  within 
the  term  every  individual,  copartnership,  association,  cor- 
poration or  joint  stock  company  that  may  own,  operate,  man- 
age or  control  a  telephone  system,  plant  or  equipment.  It 
limits  its  scope  to  such  whose  facilities  are  for  public  tue  and 
under  privileges  granted  by  the  State  or  by  a  political  sub- 
division thereof. 

Is  Farmers'  Mutual  Telephone  Company  a  "public  utility" 
as  so  defined? 

The  company  is  not  organized  under  the  Telegraph  Act, 
the  provisions  of  which  extend  to  telephone  companies.  It 
is  merely  a  voluntary  unincorporated  association. 

This  fact,  however,  would  not  take  it  out  of  the  definition 
of  a  "public  utility"  since  the  definition  includes  "everj'  as- 
sociation."   The  as.sociation  operates  a  telephone  system. 

Its  use  of  the  public  highways  in  such  operation  is  under 
color  of  privileges  granted  l)y  two  municipalities,  in  the  grant 
of  which,  however,  the  provisions  of  the  Limited  Franchise 
Act  were  wholly,  ignored.  Whether  this  lack  of  compliance 
with  the  Limited  Franchise  Act  in  the  municipal  grants  of 
these  privileges  to  it  takes  the  company  out  of  the  definition 
iif  a  "public  utility"  need  not  now  be  determined.  Our  con- 
clusion rests  upon  another  ground.  There  remains  the  ques- 
tion :  Is  the  system  of  the  association  for  "public  use"? 

We  have  reached  the  conclusion  that  at  present,  so  far  as 
the  record  discloses,  it  is  not.    The  facts  with  respect  to  the 
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form  of  organization  of  the  association  and  the  conduct  of 
its  business  are  not  clear. 

Tliere  is,  however,  before  the  Board  the  answer  of  the  com- 
pany in  which  it  asserts  that  it  is  not  "formed  to  transact 
business  with  or  for  the  pnblic,  but  the  name  is  used  to  desig- 
nate an  asHociation  of  farmers  and  others  who  severally  ovm 
tclfj>bones  connected  for  their  private  use." 

There  is  further  before  the  Board  the  statement  of  the 
president  of  the  company : 

"We  issue  no  rates,  we  don't  hold  ourselves  out  for  business,  we  don't 
solicit  siibfcribers ;  every  one  who  joins  our  society  must  be  a  volunteer 
and  approved  by  the  company,  which  is  private  and  confined  to  our  private 
use  and  piivate  business,  located  on  private  property;  we  isaue  no  stock, 
f.nd  are  not  in  competition  with  anyone." 

The  single  advertisement  by  the  company,  which  was  in- 
troduced in  evidence,  offering  "telephones,  wire  and  all  equip- 
ments, at  cost,  for  cash,"  does  not  in  our  judgment  suffice  to 
controvert  the  good  faith  of  the  unqualified  statements  made 
on  behalf  of  the  company  before  the  Board. 

The  record  discl<wes  no  proof  that  the  business  of  the  com- 
pany is  public  in  character.  There  is  no  persuasive  evidence 
that  the  company  has,  in  express  terms,  proffered  to  serve 
the  public ;  nor  is  the  evidence  of  the  general  course  of  batd- 
aess  of  the  company  sufficient,  in  lien  of  the  express  declara- 
tion to  the  contrary  before  referred  to,  to  justify  the  implica- 
tion of  a  pnblic  profession. 

We,  therefore,  conclude  that  the  company  is  a  purely 
mutual  association — an  organization  of  individuals  for  mu- 
tual convenience — that  its  system  is  not  devoted  to  public 
use;  that  it  is  not  a  "public  utility"  subject  to  Chapter  195 
of  the  Laws  of  1911,  and  that  this  Board  is  without  jurisdic- 
tion over  it. 

See  Schloss  vs.  Wood,  11  Colo.  287. 
Atlantic  City  vs.  Fanaler,  70  N.  J.  L,  491. 

If  service  should  at  any  time  be  furnished  to  any  others 
than  members  of  the  mutual  organization,  a  further  question 
as  to  the  application  of  Chapter  195  of  the  Laws  of  1911  will 
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arise.  That  question  is  not  now  considered.  To  pass  upon 
it  in  the  situation  which  we  understand  exists,  and  in  which 
service  is  confined  to  members,  would  be  premature. 

The  petition  of  the  Farmers'  Union  Telephone  Company 
will  be  dismissed  and  an  order  to  that  effect  entered. 

Entered  May  23,  1913. 

OSDEB. 

This  application  having  been  duly  heard,  and  the  Board 
having,  on  tlie  date  hereof,  made  and  filed  a  report  contain- 
ing its  findings  of  fact  and  conclusions  thereon,  the  Board's 
approval  of  this  petition  is  withheld  and  the  application  is 
hereby  dismissed. 

Entered  May  23,  1913. 
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Public  Service  Commission — Second  District 

In  the  Matter  of  the  ArPLicATioN  op  the  Federal  Tele- 
phone AND  TeLEGEAPH  COMPANY  FOE  PBEMISSION  TO  IS- 
SUE Bonds  fkoji  Time  to  Time  undee  its  Fikst  Moet- 
gagb  foe  the  purpose  of  refunding  its  outstanding 
Obligations  Repeesentbd  by  Certain  Underlying 
Bonds. 

Case  No.  3586. 

Decided  July  31,  1913. 

Authorization   of   Bonds   to    Refund    OutatandinK   Underlying    Bonds — 
Basis  of  Purchase  or  Exchange  of  Outstanding  Bonds —    - 
Entries  on  Books. 

Upon  application  by  the  Federal  Telephone  and  Telegraph  Company  for 
authority  to  issue  bonds  for  the  purpose  of  refunding  certain  outstanding 
underlying  bonds  of  the  companies  which  have  been  merged  with  the  ap- 
plicant, or  whose  physical  property  has  been  acquired  by  it,  the  Commission 
found  that  the  proposed  refunding  was  desirable  and  that  the  refunding 
bonds  could  not  be  sold  at  that  time  for  more  than  83Mi  per  cent,  of  their 
par  value  and  accrued  interest. 

Ordered,  Among  other  things,  that  the  proposed  issue  of  bonds  be  au- 
thorized, to  bear  interest  at  5  per  cent.,  and  to  be  sold  at  not  less  than  83Vi 
per  cent,  of  their  par  value  and  accrued  interest; 

That  the  underlying  bonds  shall  be  purchased  at  the  lowest  price  for 
which  they  can  be  obtained,  and  that  not  more  than  100  per  cent,  of  their 
par  value  shall  be  paid  for  such  underlying  bonds  as  bear  interest  at  6 

That  the  difference  between  the  par  value  of  the  refunding  bonds  and 
the  cash  received  therefor  shall  be  debited  to  "Unamortized  Debt,  Discount 
and  Expense"  and  thereafter  amortized,  and  that  the  difference  between  the 
par  value  of  the  underlying  bonds  and  the  amount  paid  therefor  shall  be 
credited   to  "Fixed   Capital   Installed   Prior  to  January   1,   1913"; 

That  if  any  of  the  refunding  bonds  are  exchanged  directly  for  any  of 
the  underlying  bonds,  the  exchange  shall  be  taken  to  have  been  made  on 
the  basis  of  the  average  price  received  for  the  refunding  bonds  during  the 
preceding  siK  months,  or  if  none  of  the  refunding  bonds  shall  have  been 
sold  prior  to  the  exchange,  the  exchange  shall  be  taken  to  have  been  made 
on  the  basis  of  SS'/a  per  cent,  of  the  par  value  of  the  refunding  bonds.* 

■Editor's  headnote. 
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In  the  above-entitled  matter  the  applicant  asks  auUiorit? 
to  issue  bonds  under  its  first  mortgage  for  the  purpose  of  re- 
funding outstanding  bonds  wliicb  are  fully  described  in  Ex- 
hibit C  attached  to  the  petition.  Tbe  petition  asks  authority 
to  issue  bonds  to  the  amount  of  91,000,000,  but  this  has  been 
reduced  by  petitioner  to  |500,000.  It  appears  to  tbe  satis- 
faction of  tbe  Commission  that  such  refunding  is  desirable. 
It  also  appears  that  there  is  no  reasonable  certainly  that 
the  refunding  bonds  can  be  sold  at  this  time  for  more  thui 
83  1/3  per  cent  of  their  par  value  and  accrued  interest. 

It  is,  after  consideration, 

Ordered,  1.  That  the  Federal  Telephone  and  Telegraph 
Company  be,  and  it  hereby  is,  authorized,  porsnant  to  Sec- 
tion 101  of  the  Public  Service  Commissions  Law,  to  issue 
upon  the  security  of  its  first  mortgage  dated  March  24,  1909, 
its  5  per  cent,  bonds  maturing  in  1959,  to  the  par  value  of 
(500,000,  provided,  That  not  more  than  (200,000  of  such 
bonds  shall  be  sold  at  one  time,  and  no  further  sale  shall  be 
had  until  the  proceeds  from  the  &rat  sale  shall  have  been  used 
for  the  purposes  hereinafter  mentioned  so  that  not  more 
than  }50,000  shall  remain  unexpended. 

Ordered,  2.  That  such  bonds  shall  not  be  sold  for  less  than 
S3  1/3  per  cent,  of  their  par  value  and  accrued  interest,  to 
give  net  proceeds  of  (416,566.66. 

Ordered,  3.  That  no  bond  herein  authorized  which  shall 
remain  unissued  one  year  from  the  date  hereof  shall  be  sold 
or  disposed  of  without  the  further  order  of  the  Commission. 

Ordered,  4.  Tliat  such  bonds  or  the  proceeds  thereof  shall 
be  used  solely  to  purchase  and  retire  any  of  the  following  out- 
standing underlying  bonds  of  the  companies  which  have  been 
merged  or  consolidated  with  the  applicant,  or  whose  physi- 
cal properties  have  been  acquired  by  it,  as  Buch  underlyinR 
bonds  are  deRcrihed  in  Exhibit  C  attached  to  the  applicant's 
petition,  to-wit; 

COKNING  TlLEFBONB  CoUPANY,  $84,000 

Dated  June  1,  1905, 

Due  June  1,  192S, 

Rate  of  interest,  5%, 

Trustee,  Chemung  Canal  Trust  Company,  Elmira. 
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Faomwi  TELEfHONi  Compamy, 
Dated  July  1,  1902, 
Duo  July  1,   1922, 
Rate  of  interest,  5%, 
Tnistee,  Equitable  Trust  Company,  New  York, 

Hahoves  Telefboke  Company, 
Dated  November  1,  1901, 
Due  November  1,  1921, 
Rate  of  interest,  5%, 
Trustee,  First  National  Bank,  Silver  Creek,  New  York. 

HcttHELLSviLLE  Telephone  Coupany, 
Dated  July  1,  1903, 
Due  July  1,  1923, 
Rate  of  interest,  6%, 
Trustee,  Chemung  Canal  Trust  Company,  Elmira. 

Inter-Ocean  Telephone  akd  TelegbapH  Company, 
Dated  January  1.   1903, 
Due  January  1,  1933, 
Rate  of  interest,  5%, 
Trustee,  Equitable  Trust  Company,  New  York, 

Ithaca  Telephone  Company, 
Dated  April  1,  1902, 
Due  April  1,  1922, 
Rate  of  interest,  6%, 
Trustee.  Ithaca  Trust  Company. 

Livingston  County  Telephone  Company, 
Dated  June  1,  1905, 
Due  June  1,  192S, 
Rate  of  interest,  6%, 
Trustee,  Fidelity  Trust  Company,  Rochester. 

pENN  Yan  Telephone  Company, 
Dated  November  1,  1903, 
Due  November  1,  1923, 
Rate  of  interest,  6%, 
Trustee,  Chemung  Canal  Trust  Company,  Elmira. 

Salamanca  Telephone   and  Teleceaph    Company, 
Dated  July  1,  1904, 
Due  July  1,  1924, 
Rate  of  interest,  6%, 
Trustee,  Salamanca  Trust  Company. 

Valley  Tklephonb  Company, 
Dated  July  1,  1904, 
Duo  July  1,  1924, 
Rate  of  interest,  6%, 
Trustee  Chemung  Canal  Trust  Company,  Elmira. 
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Watkins  Telephonb  .Company,  25,000 

Dated  June  I.  1905, 
Due  June  1.  1925. 
Rate  of  interest,  6%, 
Trustee,  Chemung  Canal  Trust  Company,  Elmira. 

Wyouinc  County  Telephone  Company,  25.000 

Dated  July  I,  1904, 
Due  July  1.  1924, 
Rate  of  interest,  6%, 
Trustee,   Cheinung  Canal  Trust   Company,   Elmira. 

Wyoming  County  Telephone  Company,  25,000 

Dated  April  1.  1908, 
Due  April   1,   1928, 
Rate  of  interest,  5%, 
Trustee.  Knickerbocker  Trust  Company,  New  York. 

Ordered,  5.  That  the  aforesaid  underlying  bonds  sLall  be 
purchased  at  the  lowest  niai-ket  or  purchase  price  for  which 
they  can  be  obtained ;  and  that  for  those  of  the  said  iinderlv- 
ing  bonds  whieb  bear  (»  per  <'ent.  interest  tlie  purchase  price 
shall  in  no  case  exceed  100  i>er  cent,  of  their  par  value. 

Ordered,  6.  That  the  excess  of  the  par  value  of  the  bonds 
issued  under  this  oi-der  over  tlie  cash  equivalent  received 
therefor  shall  be  charged  to  the  account  "Unamortized  Debr 
Discount  and  Expense"  and  thereafter  amortized  as  pro- 
vided in  the  Commission's  Uniform  System  of  Accounts  for 
Telephone  Corpoi-ations. 

Ordered,  7.  Tliat  the  excess  of  tlie  par  value  of  tlie  under- 
lying bonds  ac(|uired  over  the  cash  equivalent  paid  therefor 
shall  be  credited  upon  tlie  books  of  the  company  to  its  ac- 
count "Fixed  Capital  Installed  Prior  to  January  1,  1913,"  or 
to  the  appropriate  snb-account  thereunder. 

Ordered,  8.  That  if  any  of  the  bonds  herein  authorized 
shall  be  exchanged  directly  for  any  of  the  underlying  lH>nds 
outstanding,  it  shall  be  assumed  that  the  cash  e<|uivalent  re- 
ceived for  the  new  bonds  and  paid  for  the  old  bonds  is  on 
the  basis  of  the  average  price  received  for  the  new  bonds  at 
all  actual  sales  in  the  open  market  during  a  period  of  six 
months  prior  to  the  date  of  such  exchange,  and  the  condi- 
tions of  Ordering  Clauses  fi  and  7  preceding  shall  I>e  nl>- 
served  as  thougli  the  new  bonds  had  been  actually  sold  for 
cash  and  the  proceeds  used  to  purchase  the  old  bonds.     If 
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none  of  the  new  bonds  shall  have  heen  sold  hefore  such  ex- 
change takes  plaee,  the  cash  eqm%-alent  shall  be  assumed  to 
be  83  1/3  per  cent,  of  the  par  value  of  the  new  bonds. 

Ordered,  9.  That  none  of  said  bonds  herein  anthorized 
shall  be  hypothei-ated  or  pledged  as  collateral  without  tlie 
further  order  of  the  Commission. 

Ordered,  10.  That  the  company  shall  for  each  three  months' 
period  ending  March  31,  June  30,  September  30,  and  Decem- 
ber 31,  file,  not  mure  than  fifteen  days  after  the  end  of  such 
periods,  respectively,  a  verified  report  showing: 

(a)  What,  if  any,  bonds  have  been  sold  or  disposed  of 
during  such  period  in  accordance  with  the  authority  con- 
tained herein  and  the  date  of  such  sale  or  disposition ; 

(b)  To  whom  such  bonds  were  sold; 

(c)  What  proceeds  were  realized  from  such  sale; 

(d)  Any  other  terms  or  conditions  of  such  sale. 

Such  reports  shall  continue  to  be  filed  until  all  of  the  said 
bonds  shall  have  been  sold  or  disposed  iif  in  accordance  with 
the  authority  contained  herein. 

Ordered,  11.  That  the  company  shall  for  each  six  months' 
period  ending  June  30,  and  December  31,  file,  not  more  than 
thirty  days  from  the  end  of  such  periods,  respectively,  a  veri- 
fied report  showing  the  amount  expended  during  such  period 
of  the  proceeds  of  the  bonds  herein  authorized,  the  amount 
par  value  of  underlying  bonds  purcliase<l  and  retired  with 
such  proceeds,  the  price  paid  for  the  .same  and  the  charges 
and  credits  to  "Fixeil  Capital",  "Funded  Debt",  "Unamor- 
tized Debt,  Discount  and  Expense"  or  "Corporate  Surplus*', 
in  connection  with  such  purchases  of  underlying  l>onds. 

Ordered.  12.  That  in  the  opinion  of  the  Commission  the 
money  to  be  procured  by  the  issue  of  said  bonds  herein  au- 
thorized is  reasonably  required  for  the  pui-poses  specified 
herein  and  that  such  purposes  are  not  in  whole  or  in  part 
reasonably  chargeable  to  "Operating  Expenses"  or  to  "In- 
come". 
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NORTH  CAROLINA. 

Corporation  Commission. 

In  the  Matxbb  op  Telbpbonk  Batbs  in  thb  Town  or  Apex, 
NOBIH  Gabolina. 

Deddtd  May  $,  1913. 

Agreement  between  Town  and  Company  as  to  Rate*— Increase  in  Rates 

with  Increaie  in  Sise  of  Exchange — Free  and  Reduced  Rate 

Service  to  Town. 

This  was  a  petition  by  the  dtizens  of  Apex  asking  for  the  Commission's 
approval  of  an  agreement  entered  into  between  the  Town  of  Apex  and  the 
Southern  Bell  Telephone  and  Telegraph  Company.  The  agreement  pro- 
vided  that  in  consideration  of  the  passage  of  an  ordinance  authorizing  the 
company  to  operate  in  Apex  and  to  acquire  the  property  of  the  Cape  Fear 
Telephone  Company,  the  company  would  furnish  service  at  certain  specified 
rates  until  100  stations  should  have  been  connected  with  its  Apex  exchange; 
that  after  100  stations  should  have  been  connected,  a  schedule  of  rates 
involving  an  increase  of  SO  cents  per  month  for  business  telephones  should 
be  in  effect  until  300  stations  should  have  been  connected,  and  that  there- 
after the  rates  charged  should  not  exceed  those  charged  by  the  Bell  com- 
pany for  the  same  class  of  service  under  similar  conditions  in  localities  of 
similar  size  in  the  State  of  North  Carolina.  It  was  further  provided  that 
certain  free  and  reduced  rate  service  should  be  furnished  the  town. 

Finding  that  the  proposed  rates  were  reasonable,  the  Commission  made 
an  order  approving  the  agreement  insofar  as  such  approval  was  within  its 
duty  or  province.* 

Obdeb. 

This  ia  a  matter  coming  on  upon  petition  of  the  citizens 
of  the  Town  of  Apex,  North  Carolina,  asking  this  Commis- 
sion to  approve  and  authorize  the  rat^  set  out  in  the  pro- 
posed agreement  or  contract  between  the  Bell  Telephone 
Company  and  the  authorities  of  said  town ;  and  it  appearing 
to  the  Corporation  Commission  that  the  said  rates  are  rt-a- 
Bonable, 

7*  is,  therefore,  ordered,  That  the  said  rates  be,  and  they 
liereby  are,  approved,  and  the  proposed  agreement  between 
the  said  town  and  the  said  Bell  Telephone  Company  is  hereby 
authorized  in  so  far  as  it  is  the  duty  or  province  of  the  Cor- 
poration Commission  so  to  do. 
•Editor's  note  prepared  from  record 
936 
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The  Public  Utilities  Commission.* 
In  re  Abandonment  of  Seetiob  bj  the  Annapolis  Tblb- 

PHONl  COMPANT. 

Dated  SepUmbtr  9,  1913. 

Withdrawnl  from  Public  Serrice— Inanffident  Revenue. 

Th«  Annapolis  Telephone  Company  having  inquired  as  to  whether  the 
Coounission  would  pemiit  it  to  go  out  of  business  inasmuch  as  it  had 
earned  but  one  dividend  in  the  past,  its  plant  wsts  nin  down,  and  it  was 
without  funds  to  continue  operation. 

Held:  That  the  company  has  the  right  to  withdraw  from  business,  but 
must  render  adequate  service  as  long  as  it  continues  to  render  any  service, 
and  cannot,  by  rendering  such  service  as  may  be  convenient,  monopoliie  the 
territory  and  prevent  other  companies  from  serving  the  community.f 

In  reply  to  jour  communication  of  the  second  instant,  I 
beg  to  adviBe  that  the  CommiBsion  is  of  the  opinion  that  the 
Annapolis  Telephone  Company  cannot  be  compelled  to  re- 
main in  business.  It  appears  that  this  company  would  have 
the  right  to  cease  buBiness  and  evacuate  the  territory  it  now 
occupies.  It  is  required,  however,  under  the  law,  to  furnish 
adequate  service  as  long  as  it  attempts  to  furnish  any  serv- 
ice in  its  territory.  That  is  to  s^,  it  cannot  perempt  tlic 
territory  and  prevent  other  companies  from  serving  the  peo- 
ple of  that  community  and  still  keep  to  itself  the  right  to 
render  such  service  as  it  may  be  conveniently  in  a  position  to 


•By  force  of  the  act  approved  May  S,  1913,  and  effective  August  8,  1913, 
entitled  An  act  to  create  the  public  utilities  commission  of  Ohio,  to  pre- 
scribe its  organisation,  its  powers  and  its  duties,  etc.,  the  title  of  the  Com- 
mission was  changed  on  August  8,  1913,  from  "The  Public  Service  Com- 
mission" to  "The  Public  Utilities  Commission."  The  serial  docket  numbers 
theretofore  given  to  cases  at  that  time  remaining  undisposed  of  t^  The 
Public  Service  Commission  have  been  retained,  but  cases  originating  before 
The  Public  Utilities  Commission  form  a  new  docket  and  are  given  new 
serial  numbers. — Ed. 

fEditor*!  note  prepared  from  record. 
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do.    Its  duty  in  sucli  oase  would  l»e  to  render  adequate  serv- 
ice as  long  an  it  (.■outinued  to  render  aiiy  Hcnice-" 


In  re  Rates  to  be  Ciiaugbd  b'Ob  Switciiing  Service  by  The 

OSTBANDBB  TeLEI'HONE  COMPANi'. 

Dated  September  g,  igij. 
Rat«a  (or  Switching  Service — Value  of  Service — Discriminatioii. 

Upon  inquiry  by  The  Ostrander  Telephone  Company  as  to  whether  the 
making  of  a  special  rale  for  switching  service  to  a  small  mutual  company 
operating  about  40  stations,  would  establish  a  precedent, 

Held:  That  the  rate  fixed  would  be  indicative  of  the  value  placed  upon 
the  service  rendered,  but  coutd  not  be  taken  as  an  established  rate  to  be 
necessarily  and  invariably  accorded  to  all  companies  desiring  switching 
service.t 

After  considering  your  communication  of  the  third  instant, 
the  Commission  is  of  the  opinion  that  in  case  you  should 
make  a  switching  rate  for  the  small  neighboring  telephone 
company  whicli  you  have  in  mind,  you  would  not  thereby 
oecessarily  be  compelled  to  accord  the  same  rate  to  all  com- 
panies who  might  desire  tlie  same  service.  The  fixing  of 
the  rate  for  the  company  in  question  would  be  indicative  ^r 
the  value  which  your  company  sets  upon  the  rendering  of  such 
service,  but  could  not  be  taken  as  tlie  laying  down  of  an  in- 
variable rule  of  practise  to  be  applied  in  other  cases.t 


In  re  Extension  Telephones. 

Dated  September  9,  1913. 
CtasBificatioii  of  Extension  Telephones— Telephone  in  Separate  Building. 
Replying  to  the  postscript  to  your  communication  of  the 
twenty-seventh  ultimo,  I  beg  to  advise  that  the  Commission 
is  of  the  opinion  that  a  subscriher  could  not  demand  a  tele- 
phone instrument  placed  in  a  huilding  separate  from  the 

'Informal  ruling  contained  in  a  letter  of  the  Commission,  dated  September 
9,  1913,  addressed  to  John  A.  Miser,  President  of  the  Annapolis  Telephone 
Company,  and  issued  over  (he  signature  of  the  Chairman  of  the  Commission. 
—Ed. 

tEditor's  note  prepared  from  record. 

Jlnformal  ruling  contained  in  a  letter  of  the  Commission,  dated  September 
9,  1913,  addressed  to  George  H.  Carter.  Secretar>-  of  The  Ostrander  Tele- 
phone Company,  and  issued  over  the  signature  of  the  Chairman  of  the 
Commission. — Ed. 
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one  whore  liis  main  teleplione  station  is  looatt'd,  as  an  exten- 
sion. The  Commission  hclieves  that  an  extension  telephone 
refers  to  an  additional  instrument  placed,  for  the  use  of  the 
same  subscriher,  in  the  same  huilding  where  the  initial  tele- 
phone station  is  located.* 


The  Avoca  Pabk  Company  vs.  The  Cincinnati  and  Sdbuk- 
BAN  Bell  Telephone  Company. 

No.  569.t 

Decided  September  15,  1913. 

Refusal  of  Service — Account  for  Prior  Service  Unpaid. 

The  complainant  in  this  case  alleged  that  the  defendant  had  refused  to 
install  a  telephone  on  the  complainant's  property  until  the  complainant  had 
paid  an  account  due  from  a  former  lessee  of  the  property.  Thereafter  the 
defendant  filed  with  the  Commission  a  supplement  to  its  rate  schedule,  pro- 
viding that: 

"No  application  will  be  accepted  where  it  is  found  that  the  applicant 

is  indebted  to  the  Company  for  an  undisputed  account  for  prior  service 

rendered  in  the  way  of  installation,  rental  or  toll  service." 

Upon  the  approval  of  this  rule  by  the  Commission,  it  was  determined  not 

to  proceed  with  the  case   for  the  reason  that  the  principle  involved  was 

_  recogniied  and  established  by  the  supplement.! 

Ordbb. 

It  appearing  to  the  Commission  that  all  matters  of  contro- 
versy in  tliis  proceeding  have  been  compromised  and  adjusted 
to  the  satisfaction  of  each  of  the  parties  hereto,  said  pro- 
ceerling  is  hereby  dismissed. 

Dated  at  Columbus,  Ohio,  this  fifteenth  day  of  September, 
1913. 

•Informal  ruling  contained  in  a  letter  of  the  Commias-on  dated  September 
9,  1913,  addressed  to  C.  L.  Jones,  Superintendent  of  the  Pomeroy  and  Mid- 
dleport  Telephone  Company,  and  issued  over  the  signature  of  the  Chairman 
of  the  Commission. 

tSerial  number  of  The  Public  Service  Commission.  (Cf.  footnote  on 
page  937.)— Ed. 

^Editor's  note  prepared  from  record. 
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The  Mobbis-Poston  Coal  Company  vs.  The  Haehison  .■ 
Jefpbbson  Telbphonh  Company. 


Decided  September  ip,  1913. 
Limits  of  Exchange  Area — Elxtrm  Mileage  Charges. 

Upon  complaint  that  the  rate  of  $78.06  per  year  charged  the  C 
for  telephone  service  was  excessive,  it  appeared  that  the  comptainant's  place 
of  business  was  situated  beyond  the  limits  of  the  defendant's  Mt  Pleasant 
exchange  and  that  the  rate  charged  was  fixed,  in  accordance  with  the  de- 
fendant's rate  schedule,  by  adding  to  the  annua]  rental  for  service  within 
the  exchange  limits,  an  extra  mileage  charge  of  $5.50  for  each  quarter  mile 
of  wire  strung  over  an  established  pole  line  along  other  circuits  operated 
by  the  defendant,  and  $8.25  for  each  quarter  mile  of  pole  line  or  wire  car- 
ried beyond  lines  already  operated  by  the  defendant.  It  further  appeared 
that  the  extra  mileage  charge  was  computed  on  the  entire  distance  between 
the  defendant's  exchange  and  the  complainant's  place  of  business. 

Held:  That  the  extra  mileage  should  be  measured  from  the  corporate 
limits  of  the  municipality  in  which  the  exchange  is  located;  that  the  defend- 
ant's extra  mileage  rates  are  excessive  and  unreasonable. 

Ordered,  That  the  defendant  desist  from  collecting  excess  mileage  charges 
for  that  portion  of  its  line  which  is  situated  within  the  corporate  limits  of 
the  municipality  of  Mt,  Pleasant; 

That  the  extra  mileage  charges  for  such  lines  as  the  defendant  now  oper- 
ates or  may  hereafter  construct,  acquire,  or  re-establish  and  operate  shall 
not  exceed  $4.75t.  $2.85  and  $1.90  per  quarter  mile  for  individual  line  service. 
two-party  service  and  four-party  service  respectively.t 

Obder.§ 

This  matter  oame  on  for  hearing  upon  the  petition  of  tlie 
complainant.  The  Morrie-Poston  Coal  Company,  alleging  that 
it  is  a  corporation,  engaged  in  the  husinesa  of  mining  and 

♦Serial  number  of  The  Public  Service  Commission.  (Cf.  footnote  on 
page  937.1— Ed. 

tThe  Commission's  rate  expert  estimated  that  a  rate  of  $4.75  per  qoarter 
mile  would  yield  a  reasonable  return  on  the  necessary  investment  in  extra 
construction.  The  rates  charged  by  the  defendant  theretofore  were  $5,Sft 
$3.30  and  $2.20  per  quarter  mile  for  individual  line  service,  two-par^  ser^ce 
and  four-party  service  respectively.  The  ratio  between  the  rates  established 
by  the  Commission  was  the  same  as  the  ratio  existing  between  these  rates. 
The  annual  charge  to  the  complainant  under  the  new  rates  would  amonot 
to  $60,75.— Ed. 

JEditor's  headnote. 

§0n  October  8,  1913,  upon  application  by  the  defendant,  this  order  was 
rescinded  and  the  case  was  reinstated  on  the  dodcet.  The  supplemental 
order  will  be  printed  in  Commission  Leaflet    No.  23. — Ed. 
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shipping  coal  and  having  minea  and  an  office  and  place  of 
business  at  Dun  Glen,  Jefferson  County,  Ohio;  that  the  de- 
fendant is  engaged  in  operating  a  telephone  system  in  Jef- 
ferson County  and  elsewhere,  with  outside  connection.  Its 
said  line  as  now  constructed  connecting  the  Village  of  Mt. 
Pleasant  and  said  Dun  Glen  in  aaid  county ;  that  complain- 
ant is  a  subscriher  and  patron  of  the  defendant,  having  a 
telephone  of  the  defendant  company  in  its  said  office  and  place 
of  business  at  Baid  Dun  Glen,  and  operating  through  the  de- 
fendant's central  exchange  at  said  lit.  Pleasant,  and  over  its 
lines  for  a  distance  of  about  12,150  feet,  for  which  service  said 
defendant  charges  and  proposes  to  charge  complainant  the 
following  rates,  to  wit:  Service  at  Mt.  Pleasant  central  ex- 
change 118.00  per  year,  service  over  12,150  feet  of  its  line 
$68.75  per  year,  making  a  total  annual  charge  for  the  use  of  a 
single  telephone  |86.75,  subject  to  a  discount  of  10  per  cent,  if 
paid  in  advance,  malting  a  net  annual  rate  of  f78.08,  which 
said  rate  complainant  alleges  to  be  unreasonable,  excessive 
and  discriminatory ;  the  answer  of  the  defendant  and  reply  of 
complainant,  and  the  evidence,  and  was  argued  by  counsel. 
After  considering  the  pleadings,  hearing  the  evidence,  ex- 
amining the  exhibits  and  hearing  the  arguments  of  counsel, 
and  being  fully  advised  in  the  premises,  the  Commission  finds 
that  the  charge  for  the  service  of  the  defendant,  throngh 
its  central  exchange  office  at  Mt.  Pleasant,  Ohio,  for  com- 
plainant's office  at  Dun  Glen  is  computed  upon  the  follow- 
ing basis,  to  wit: 

Mt.  Pleasant  exchange  rate,  per  year  $18.00 

Extra  radius  rale,  5.850  feet  at  $5.50  per  ane-fourth  mile  or  fraction      27.50 
Extra  radius  rate,  6,300  feet  at  $825  per  one-fourth  mile  or  fractiMi     412S 

TOTAL  $8675 

Less  discount  for  payment  within  discount  period  .8JS7 

Net  Annual  Rental  $78J)6 

The  Commission  further  finds  that  the  effective  schedule  of 
said  defendant  company  carries  the  following  provision. 

If  a  line  is  extended  beyond  exchange  boundary  line  and  remains  within 
territory  receiving  service  without  toll  to  exchange  with  which  the  line 
connects,  the  following  rates  apply  in  addition  to  those  for  dtj  (or  town), 
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providing  the  line  wire  can  be  strung  over  an  established  pole  line  and  along 
other  circuits  operated  by  this  company : 

One-party  (for  each  one-fourth  mile  or  fraction  thereof),  each 
subscriber,   per  year  $5.50 

Two-party   (for  each  one-fourth  mile  or   fraction  thereof),  each 

subscriber,  per  year  3.30 

Four-party  (for  each  one-fourth  mile  or  fraction  thereof),  each 
subscriber,  per  year  2.20 

If  necessary  to  extend  pole  line  a  reasonable  distance,  or  wire  line  beyond 
a  point  where  this  company  operates  its  lines  of  wires  over  pole  lines  of 
other  companies,  the  following  rates  apply  in  addition  to  those  for  diy 
(or  town) : 

One-party   (for  each  one-fourth  mile  or   fraction  thereof),  each 

subscriber,  per  year  $&2S 

Two-party   (for  each  one-fourth  mile  or  fraction  thereof),  each 

subscriber,  per  year  S.OO 

Four-party  (for  each  one-fourth  mile  or  fraction  thereof),  each 
subscriber,  per  year  3.30 

The  Coraniission  further  finds  that  the  defeinlant  company 
haK  iurhided  the  whole  of  the  line  extending  from  its  centij*! 
oPfire  or  exchanfje  at  Mt.  Pleasant  to  coniplahiant'is  nttirt*  «»  • 
place  of  huHiness  at  Pun  Glen  in  the  line  for  which  extra 
radius  service  is  charged,  which  method  <)f  measurement 
the  Commission  finds  to  be  unreastmnhle. 

The  Commission  fni-ther  finds  that  the  extra  radius  line 
should  be  measured  from  the  corporate  lindts  of  the  muni<-i- 
pality  in  which  defendant's  central  office  or  exchaufp-  is  sf- 
ated. 

The  Commission  further  finds  that  defendant's  nite  or 
charge  for  extra  radius  line  service  is  exeesKive  and  iinrea- 
sonahle  to  the  extent  that  it  exceeds  a  rate  of  ?4.7ri  per  one- 
fourth  mile  or  fraction  thereof,  for  one-party  telephoiu' 
service. 

It  ix  tharfore  ordered.  That  said  The  Harrison  and  Jef- 
ferson Telephone  Company  he,  and  it  is  hereby,  notified  and 
directed  to  cease  and  desist  from  assessing  and  collecting 
extra  radiiis  line  charges  from  said  The  Morris-Poston  Coal 
Company  foi"  such  portion  of  the  established  line  of  communi- 
cation as  is  constructed  within  the  corporate  limits  of  the 
UMiiiii-ipality  of  Jit.  Pleasant,  Ohio,  l)etween  defendant's  cen- 
tral office  or  exchange  in  said  municipality  and  complainant's 
office  or  place  of  business  in  Dun  Glen,  Ohio. 
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It  is  therefore  ordered^  Ttiat  said  The  Harrison  and  Jef- 
ferson Teleplione  Companv  Iw,  and  it  is  hereby  notified  and 
directed  to  estnhlish,  assess  and  colleet  for  individual  extra 
radius  line  service  a  rate  which  shall  not  exceed  the  aum  of 
|4.7o  per  one-fourtU  mile  or  fraction  thereof,  for  such  com- 
municating lines  as  it  now  has  and  operates,  or  may  here- 
after construct,  acquire  or  re-establish  and  operate,  which 
fall  witliin  it«  definition  of  such  lines;  the  rates  for  two  and 
four-party  line  services  to  he  respectively  ?2.85  and  $1.90  per 
one-fourth  mile  or  fraction  thereof  per  annum. 

/(  is  further  ordered,  That  said  The  Harrison  and  Jeffer- 
son Telephone  Company  be,  and  it  is  hereby,  notified  and  di- 
rected to  publish  and  file  with  the  Commission,  schedules 
carrying  the  rates  herein  ordered  to  be  established. 

Dateii  at  Columbus,  Ohio,  this  nineteenth  day  of  Septem- 
ber, 1913. 
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OKLAHOMA. 

Corporation  Commission. 

Pboposed  Obder  No.  132 :  In  re  Records  op  Toll  Line  Busi- 
ness AND  STATBMBfNTS  TO  THE  COMMISSION  SHOWINO  THB 

Handling  of  Same. 

Cause  No.  1817. 

Dated  July  30,  1913. 

Records  and  Reporta  of  Toll  Bo^cm. 

Oedhs. 

To  the ,€tai.: 

You  and  each  of  you  are  hereby  notifted  that  in  the  office 
of  the  Corporation  Commission  of  the  State  of  Oklahoma, 
in  the  City  of  Oklahoma  City,  on  the  twelfth  day  of  Aagnst, 

1913,  at  9  o'clock  a.  m.,  the  Commission  will  hear  any  objec- 
tions which  may  be  urged  against  the  promulgation  of  the 
following  Proposed  Order,  Rule,  Regulation  and  Reqaire- 
ment: 

You  and  each  of  you  shall  keep  such  records  a.s  may  be  neceSBary  to  en- 
able you  to  file  with  the  Commission,  on  or  before  the  following  named 
dates  of  the  following  named  months,  tO'WJt:  October  IS,  1913,  and  April  15, 

1914,  a  detailed  statement  showing  the  handling  of  toll  line  business ;  and 
each  of  you  shall  file,  for  the  months  of  September,  1913,  and  March,  1914. 
in  such  form  as  may  be  necessary  to  give  to  the  Commission,  for  each  ex- 
change and  toll  station  owned  or  operated  by  >ou,  information  as  follows: 

1 .  Daily  number  of  oi^tward  toll  or  long  distance  messages,  completed 

or  lost,  originating  at  owned  exchanges  of  toll  stations. 

2.  (a)  Daily  number  of  inward  toll  or  long  distance  messages,  com- 

pleted or  lost,  originating  from  owned  plant 

(b)  Same  information  for  tnessages  originating  from  connecting  ex- 

changes or  lines  owned  by  connecting  companies. 

(c)  Same  information    for  messages  originating  interstate. 
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3.  (a)  Number  of  operators  employed  at  each  exchange  who  handle 

toll  line  business  exclusively. 

(b)  Wages  paid  each  sach  operator  per  day  and  per  month. 

(c)  Hours  each  such  operator  worked  per  day  and  per  month. 

(d)  Number  of  outward  messages  completed  by  each  operator  eadh 

day  and  total  number  per  month. 

(e)  Number  of  inward  messages  completed  by  each  operator  each 

day  and  total  number  per  month. 

4.  The  same  information  as  is  outlined  in  Requirement  No.  3  shall  be 

supplied    for    combination    operators,    i.    e.,    operators    that 
handle  both  local  exchange  and  toll  business. 

Dated  at  Oklahoma  City,  this  thirtieth  day  of  July,  1918. 
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OREGON. 

Kailroad  CommisBion. 

In  the  Matter  of  the  Application  of  the  Coos  Bay  Home 
Telephone  Company  for  Authority  to  Incbease  Bates. 

U.  F.  31. 

Decided  June  ii,  1913. 
Increaic  in  Rates  upon  Ingtallation  of  Metallic  Circuit  Syatem. 

Obder. 

Tbis  matter  regularly  comes  on  before  the  Commission  for 
hearing  and  determination  at  the  City  Hal!  in  the  City  of 
Marsbfleld,  Oregon,  on  the  tweuty-first  day  of  June,  1913,  at 
the  hour  of  1 :30  o'clock,  p.  m. 

The  applicant  appears  by  W.  V.  Douglas,  its  President; 
no  one  appears  in  opposition  to  the  application. 

Whereupon  the  Commission,  having  heard  and  considered 
the  evidence  and  proofs  offered  and  being  fully  advised  in  the 
premises,  finds  that  the  said  application  should  be  granted. 

It  is  therefore  considereil.  ordered  and  determined,  Tliiit 
the  Coos  Bay  Home  Telephone  Company  be  and  it  hereby  is 
authorized  to  substitute  a  charge  of  $12  per  year  for  farmer 
line  service  between  Coquille  and  Biverton  in  Ik'u  of  the 
87.20  and  f9.00  charge  now  made  to  subscribers  on  said  line. 
The  increased  rate  hereby  authorized  is  predicated  upon  the 
betterment  in  service  due  to  making  the  said  line  fully  a 
metallic  circuit. 

Dated  at  Marshfield,  Oregon,  this  twenty-first  day  of 
June,  1913. 
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In  the  Matteb  of  the  Application  of  The  Pacific  Tele- 
phone AND  TeLEORAI'H  OompaNY  FOR  AUTHORITY  TO  DIS- 
CONTINUE Rates. 


Decided  July   i8,   sgij. 

WitMrawal  from  Tenitoi? — Cancellation  of  Rate  Schedule. 

Upon  application  for  permisaion  to  discontinue  service  in  Reedvillc  and 
to  cancel  the  rate  schedule  in  effect  for  that  point,  it  appeared  that  service 
had  been  rendered  in  Reedville  under  contracts  providing  for  the  construc- 
tion and  maintenance  of  the  lines  by  subscribers.  It  further  appeared  that 
no  service  was  being  rendered  at  that  time  for  the  reason  that  ail  the  lines 
were  out  of  order  as  the  result  of  poor  construction  and  bad  weather  con- 
ditions, and  that  some  of  the  subscribers  had  arranged  for  service  from 
another  company  while  the  others  did  not  care  to  rebuild  their  lines. 

No  objection  being  made  to  the  granting  of  the  application,  the  appli- 
cant was  authorized  to  cancel  its  schedule  of  rates  for  Reedville.* 

Obobr. 

Above-named  company  asks  authority  to  discontinue 
certain  rates  and  to  cancel  rental  rate  schedule  for  Keed- 
viUe,  Washington  County,  Oregon. 

The  company  represents  that : 

"On  the  second  day  of  May,  1912,  it  had  in  effect  the  following  rates  and 
charges,  (See  O.  R.  C.  No.  2): 

Reedville,  Washington  County,  Oregon. 

business  service.  wall       desk 

Individual    line— Unlimited    service  $2.50       ^75 

Two-party  line— Unlimited  service  2.00         225 

Extension  set  1.00         1.00 

RESIDENCE    SERVICE. 

Individual  line — Unlimited  service  $2.00       $225 

Two-party  line— Unlimited  service  1.7S    .     200 

Four-party  line— Unlimited  service  1.50         I.7S 

Extension  set  with  or  without  bell  I.OO         1.00 

Farmer  line  service  per  annum  $3.00 

Applicant  desires  to  discontinue  all  of  said  rates  set  out  in  Paragraph  4 

and  cancel  rental  rate  schedule  for  Reedville,  Washington  County,  Oregon, 

O.  R.  C.  No.  2. 
That  it  applies  to  this  Commission  for  authority  to  discontinue  the  rates 

set  out  in  Paragraph  4  hereof  and  cancel  rental  rate  schedule  for  Reedville, 

Washington  County,  Oregon,  O.  R.  C.  No.  2,  for  the  following  reasons: 

'Editor's  headnote. 
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We  had  nine  subscribers  whose  names  and  telephone  numberi  follow 


F.  L.  20 

Gassner  Brothers 

F.  L,21 

E.  W.  Dant 

F.  L.22 

U.  B.  DeUahmut 

F.  L.  23 

Janes  Imlay 

F.  L.24 

Witch  Hizel  Hop  Farm 

F.  L.  2S 

M.  E.  Blanton 

F.  L.  26 

F.  A.  Markley 

F.  L.  27 

0.  Nordlund 

F.  L.  2x1 

Ladd  and  Reid  Farm  Company 

In  accordance  with  the  tenns  of  the  individual  contract  with  these  nb- 
scribers,  they  furnish  and  own  the  instruments  and  build  and  maintain  tbeii 
Unes  to  the  exchange  limits  of  Reedville.  Due  to  poor  construction  and 
bad  weather  condition,  their  line  was  put  out  of  repair  and  the  farmers  have 
failed  to  repair  and  place  their  line  in  working  order.  Consequently  no 
service  is  being  rendered  to  them  by  us.  Some  of  these  subscribers  ar- 
ranged to  receive  service  from  the  Scholia  Telephone  Company  and  are  con- 
nected at  Beaverton.  The  other  subscribers  are  still  out  of  service  and  do 
not  care  to  rebuild  their  lines.  These  being  the  only  subscribers  we  bad 
at  Reedville,  it  is  our  desire  to  discontinue  and  cancel  the  rental  rate  sched- 
ule. 0.  R.  C.  No.  2,  for  ReedvUle,  Washington  County,  Oregon." 

It  appearing  to  the  CkimmlBsion,  after  dae  notice  having 
been  given  and  hearing  held  in  the  above-entitled  matter  at 
Reedville,  Oregon,  Saturday,  the  twelfth  d£^  of  July,  1913, 
at  10  o'clock  a.  m.,  and  no  oppositioQ  appearing  and  no  objec- 
tion being  made  to  this  application,  that  no  public  IntereBts 
would  be  subserved  in  requiring  applicant  to  maintain  rental 
schedule  above  set  forth. 

It  18,  therefore,  ordered.  That  The  Pacific  Telephone  and 
Telegraph  Company  be,  and  the  same  hereby  is,  authorized 
to  cancel  the  present  rental  rate  schedule  for  BeedviUe, 
Washington  County,  as  shown  in  said  company's  O.  R.  0. 
No.  2. 

Dated  at  Salem,  Oregon,  this  eighteenth  day  of  July,  1913. 
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In  the  Mattee  op  the  Application  of  The  United  Thlii- 
PHONE  Company  foe  Authoritt  to  Discontinub  Ex- 
change AT  AUBOHA. 


Decided  July  i8,  1913. 

Withdnwal  from  Tcrritoiy  in  Favor  of  Another  Compuiy. 

Upon  application  for  permission  to  discontinue  service  at  Aurora,  it  ap- 
peared that  a  recently  organized  mutual  company  had  absorbed  the  appli- 
cant's business  to  such  an  extent  that  the  maintenance  of  the  applicant's  cs- 
change  was  no  longer  justified  and  that  arrangements  were  being  made  for 
the  mutual  company  to  handle  all  the  business  formerly  handled  by  the  ap- 
plicant 

No  objection  being  made  to  the  granting  of  the  application,  the  appli- 
cant was  authorized  to  discontinue  its  exchange  at  Aurora.* 

Obdbb. 

AboTe-named  company  asked  autboritj  to  discontmne  ex- 
change at  Aurora. 
The  company  represents,  among  other  things,  that : 

"On  the  first  day  of  January,  1911,  and  continually  since  that  time,  it  has 
had  and  maintained  a  telephone  exchange  at  Aurora,  Oregon,  and  at  this 
time  the  applicant  desires  to  discontinue  said  exchange. 

That  it  applies  to  this  Commission  for  authority  to  discontinue  as  set 
forth  in  Paragraph  3  hereof,  for  the  reason  that  within  the  last  few  months 
there  has  been  organized  at  Aurora,  Oregon,  a  company  known  as  The  Au- 
rora Mutual  Telephone  Company  which  has  absorbed  the  business  of  this 
United  Telephone  Company  to  such  an  extent  that  it  is  not  justified  in 
longer  maintaining  an  exchange  at  that  point  and  arrangements  are  bdng 
made  for  the  Aurora  Mutual  Telephone  Company  to  handle  all  of  the  busi- 
ness heretofore  handled  by  The  United  Telephone  Company  at  Aurora." 

It  appearing  to  the  Commission,  after  due  notice  having 
been  given  and  hearing  in  the  above-entitled  matter  held  at 
Aurora,  Oregon,  on  Saturday,  the  twelfth  day  of  July,  191;!, 
.at  the  hour  of  9 :30  a.  m.,  and  no  opposition  appearing  and 
no  objection  being  made  to  this  application,  that  no  public 
interest  would  be  subserved  in  requiring  the  applicant  to 
maintain  exchange  service  at  Aurora,  Oregon, 

*EiUtoT't  beadnote. 
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/(  is,  therefore,  ordered^  That  The  Ciiited  Telephone  Com- 
pany be,  and  the  same  hereby  is,  autburized  to  disoontinue 
exchange  at  Aurora,  Oregon. 

Dated  at  Salem,  Oregon,  this  eighteenth  day  of  July,  1913. 


Home    Independent    TEr^rnoNE    Company    vs.    Eastern 
Oregon  Co-operative  Telei'iione  Company. 

U.  P.  3. 

Decided  July  S2,   1913. 

Discrimination — Co-operative  Telephone  Association. 

Upon  complaint  by  the  Home  IniJependent  Telephone  Company,  charginR 
the  defendant,  Eastern  Oregon  Co-operative  Telephone  Company,  a  ei>- 
operative  association,  with  discriminatory  practices,  the  Commission  found 
that  the  complainant  and  the  defendant  were  competitors,  and  that  the  com- 
plainant's business  was  affected  injuriously  by  the  practices  of  (he  defendant. 

Free  Service  between  Exchanges— Toll  Charge  to  Non-Subscribers. 

Held:  That  the  defendant's  practice  of  furnishing  its  subscribers  free 
switching  service  between  its  exchanges 'and  making  toll  charges  to  non- 
subscribers  for  the  same  service  is  not  unjustly  discriminatory, 

Disctiminatioa  between   Members  and   Non-Members. 

That  the  practice  of  charging  members  of  the  association  a  rate  different 
from  that  charged   subscribers  who  are  not   members  is   unjustly   discrimi- 

Clastification  of  Rates — Same  Rate  for  Business  and  Residence  and  (or 
Individual  Line  and  Party   Line  Service,   Discriminatory. 

That  the  practice  of  charging  the  same  rate  for  business  and  residence 
telephones  and  for  individual  line  and  party  line  telephones  is  unjustly  dis- 
criminatory in  that  it  favors  unduly  those  subscribers  using  business  tele- 
phones and  those  having  individual  line  service,  both  because  of  the  rela- 
tive cost  of  the  service  and  because  of  the  value  of  the  service  to  the  user. 

Insufficient  Revenue— Standard  of  Service. 

That  the  rates  charged  are  not  sufficient  to  care  for  operation  and  main- 
tenance alone,  and  conseiiuently  do  not  permit  of  any  provision  for  deprecia- 
tion or  for  the  payment  of  fixed  charges;  and  that  an  adequate  standard  of* 
service  cannot   be.  maintained   without   sufficient   revenue. 

Increase  in  Rates — Rental  of  Instruments. 

The  Commission  ordered  the  defendant  to  desist  from  the  practices  found 
to  be  unjustly  discriminatory  and  to  charge  certain  speci5ed   rates  which 
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it  found  to  be  reasonable  and  sufficient.  It  further  provided  that  its  order 
should  not  prevent  the  defendant  from  paying  a  reasonable  rental  for  equip- 
ment owned  by  subscribers  and  that  it  should  not  in  any  way  affect  the  dis- 
tribution of  any  profits  among  the  members  of  the  association.* 

Obdbb. 

On  this  twenty-secoud  day  of  July,  1913,  this  matter  comes 
on  before  the  Commission  for  final  determiuation,  liaving 
been  heretofore  fully  heard  and  submitted  upon  the  com- 
plaint and  answer,  evidence  and  proofs  taken,  and  the  argu- 
ments of  counsel.  Plaintiff  appears  by  Colon  B.  Eberhard, 
Esquire,  its  attorney,  and  defendant  appears  by  L.  Deiiham, 
Esquire,  its  attorney. 

The  Commission,  being  fully  advised  in  the  premises,  finds 

Plaintiff  is  a  public  utility  corporation  of  tlie  State  of 
Oregon,  owning  and  operating  a  telephone  system  throughout 
the  counties  of  Union  and  Wallowa,  furnishing  long  distance 
and  local  service  through  its  exchanges  located  at  La  Grande, 
Union  Cove,  and  Elgin  and  elsewhere. 

Defendant  is  a  public  utility  organized  as  a  co-operative 
association  under  the  provisions  of  Chapter  IV,  Title  XLIV, 
of  Lord's  Oregon  Laws,  and  owns  and  operates  a  telephone 
system  in  Union  County  with  exchanges  located  at  Elgin, 
SummerviUe,  Cove  and  Union,  and  furnishes  local  and  long 
distance  service  within  and  through  such  exchanges. 

Iloth  plaintiff  and  defendant  serve,  to  a  considerable  ex- 
tent, the  same  territory,  and  are  competitors  for  business 
therein.  The  business  of  the  plaintiff  is  seriously  and  in- 
juriously affected  by  the  practices  of  defendant  hereinafter 
condemned. 

The  defendant,  in  the  conduct  of  its  public  utility  busi- 
ness, had  at  the  time  of  the  hearing  filed  no  tariffs  with  the 
Commission.    Its  charges  were  then  the  following: 

Membership  fee  in  the  association,  $35 ;  each  member  to  furnish  and  main~ 
tain  his  own  telephone;  monthly  rental  charged  members  for  telephone  serv- 
ice, 50  cents  per  month. 

Non-members  of  the  association,   monthly  rental,  $1.00  per  month. 

'Editor*!  headnote. 
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Subscribers,  whether  members  or  non-members,  were  entitled  to  10  free 
calls  requiring  switching  service  between  auch  of  its  excbinges  as  arc  coo- 
nected,  and  a  fee  therefor  was  charged  non-subscribers. 

After  the  hearing  upon  the  complaint,  the  defendant  filed 
with  the  Commission  its  tariff,  O.  B.  C.  No.  1,  naming  long 
distance  rates  between  Elgin  and  the  rarious  cities  and  sta- 
tions reached  hy  its  lines,  applicable  to  noo-sabscribers  onl; ; 
and  b;  said  tariff  named  a  rental  charge  to  subscribers  of 
yi.OU  per  month,  which  entitles  them  to  the  free  use  of  the 
association's  lines  in  Union  County  for  conversations  limited 
to  four  minutes'  time.  Defendant,  by  its  counsel,  has  repre- 
sented to  the  Commission  that  since  the  bearing  the  charges 
to  members  and  non-members  of  the  association  have  been 
made  equal. 

By  none  of  its  tariffs  does  the  defendent  differentiate  in  its 
charges  made  for  residence  and  business  telephones. 

The  Commission  finds  that  in  the  territory  served  by  the 
defendant's  lines  it  is  the  general  desire  of  the  patrons  of 
the  defendant  that  there  be  the  utmost  freedom  possible  in 
the  exchange  of  telephone  messages  between  the  varions  ex- 
changes served  by  the  association ;  and  that  the  arrangement 
whereby  there  should  be  free  switching  between  such  ex- 
changes was  one  of  the  principal  inducements  leading  ap  to 
the  organization  of  the  defendant  co-operative  association; 
and  that  its  patrons  are  not  complaining  of  such  arrange- 
ment and  are,  in  fact,  desirous  of  continuing  it.  The  Com- 
mission therefore  finds  that  unjust  discrimination  and  un- 
due preference  do  not  result  by  reason  of  the  free  switching 
privileges  offered  by  tiie  defendant  to  its  subscribers,  or  by 
the  charging  of  a  toll  therefor  to  non-subscribers. 

The  Commission  finds  that  the  charges  made  and  imposed 
l)y  the  defendant  at  the  time  of  the  hearing  constituted  an  un- 
just discrimination  as  between  the  members  oC  the  associa- 
tion and  subscribers  to  its  service  who  were  not  members 
of  the  defendant;  and  that  a  just  and  reasonable  and  a  non- 
discriminatory practice  for  the  defendant  to  afford  in  the 
premises  is  to  make  the  same  charge  to  all  subscribers  for  the 
same  class  of  service,  whether  corporate  members  or  non- 
members.    This  finding  is  not  intended  to  prevent  a  reaaon- 
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able  dxed  rental  being  paid  to  persons  famiBluiig  their  own 
LoiepuuneH. 

The  Cummission  further  finds  that  the  practice  of  the  de- 
fendant in  making  the  same  charge  for  business  and  residence 
telephones  and  for  indlTidual  and  party  line  telephones  is 
unjustly  discriminatory  aa  against  persons  renting  residence 
telephones  and  unduly  preferential  in  favor  of  persons  rent- 
ing business  telephones,  and  against  patrons  having  party 
line  telephones  in  favor  of  patrons  having  individual  line 
service,  both  because  of  the  relative  cost  of  the  service  and 
the  value  of  the  service  to  the  user. 

The  Commission  finds  that  the  rates  and  charges  made  and 
imposed  by  the  defendant,  as  the  same  existed  at  the  time  ui 
the  hearing,  were  and  are  insufficient  to  provide  sufficient 
funds  to  operate  and  maintain  the  plant  of  the  defendant, 
and  will  not  provide  any  depreciation  or  replacement  fund 
or  reserve,  or  pay  any  part  of  the  fixed  charges  on  the  out- 
standing indebtedness  of  the  said  association  representing  its 
investment  in  the  telephone  plant  serving  its  patrons;  that 
the  charges  fixed  by  said  tariff  O.  B.  C.  No.  1,  viz :  f  1.00  per 
month,  with  free  switching  between  atations  on  defendant's 
lines,  are  insufficient  to  yield  sufficient  income  to  provide  (or 
the  proper  maintenance  and  operation  of  said  plant  and  will 
yield  nothing  toward  the  creation  of  a  depreciation  fund, 
or  the  meeting  of  its  fixed  charge  obligations;  that  without 
sufficient  revenue  the  service  of  defendant  cannot  be  main- 
tained at  an  adequate  or  reasonable  standard. 

The  Commission  finds  that  the  minimum  reasonable  and 
sufficient  charges  to  be  made  by  the  defendant  for  telephone 
rental  applicable  to  all  snbscribers,  whether  members  or  non- 
members  of  the  association,  are  the  following:  For  business 
telephones,  individual  service,  f2.50  per  month;  party  lines, 
f  2.00  per  month ;  for  residence  telephones,  individual  service, 
11.75  per  month ;  party  lines,  $1.25  per  month ;  such  rental 
to  include  the  privilege  of  free  use  of  the  association's  lines 
in  Union  County  for  conversations  limited  to  four  minutes' 
time,  to  all  subscribers  of  defendant,  if  it  so  elects. 

It  is,  therefore,  ordered,  considered  and  determined,  By 
the  Railroad  Commission  of  Oregon,  that  the  defendant 
shall,  within  thirty  days  from  the  date  of  the  service  of  a 
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copy  of  this  order  upon  it,  cease  and  desist  from  the  practices 
hereinbefore  found  to  he  unjustly  discriminatory  or  unduly 
preferential,  and  shall  thereafter  follow  the  practices,  and 
impose  and  collect  the  charges,  hereinbefore  found  to  be  non- 
discriminatory, just,  reasonable  and  sufficient 

This  order  is  not  intended  to  prerent  the  rental  by  the 
defendant  of  facilities  owned  by  any  person  at  a  fair  and 
reasonable  rental;  nor  to  aflFect  in  any  way  the  distribution 
of  tlie  profits  (if  any)  of  the  undertaking  to  the  members  of 
the  defendant  association.  The  rif.'lit  is  reserved  to  the  de- 
fendant at  any  time  to  petition  for  a  modification  of  the  fore- 
going minimum  rates. 

Dated  this  twenty-second  day  of  July,  1913. 
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In  the  Mattbe  of  thh  Appucation  of  the  CmzBNS'  Oo- 
OPEBATivE  Telephone  Company  op  Plankinton  for 
Pbbmission  to  Inceeasb  Cebtain  Tblbphonb  Rental 
Bates. 

Complaint  No.  1521. 

Decided  August  4,  jgis- 

locreaie  in  Rates  to  Provide  for  Continuous  Service  Denied — Excessive 
Rate  of  Return.    ' 

Upon  application  for  permission  to  increase  rates  in  order  to  comply 
with  a  demand  from  subscribers  for  continuous  service,  it  appeared  that 
the  hours  of  service  were  from  7  a.  m.  to  9:30  p.  m.,  and,  further,  that 
the  applicant  had  paid  a  dividend  far  the  year  ending  April  30,  1913,  amount- 
ing to  30  per  cent,  on  the  outstanding  capital  stock  or  20  per  cent,  on  the 
estimated  value  of  the  plant. 

Value  of  Property— Allowance  for  Depreciation — Allowance  for  Return 
on  Investment 

For  the  purpose  of  determining  whether  the  revenue  received  from  the 
existing  rates  would  be'sufficient  to  meet  the  cost  of  affording  continuous 
service,  the  Commission  made  a  liberal  estimate  of  the  expense  of  operating 
and  maintaining  a  plant  of  the  same  size  as  the  applicant's  on  suth  a  basis 
as  to  render  efficient  and  continuous  service.  Finding  that  several  items 
entering  into  the  applicant's  inventory  of  its  plant  were  listed  at  too  low 
a  figure,  the  Commission  placed  the  value  new  of  the  plant  at  $6,000  in- 
stead of  $5,425.17  as  shown  by  the  applicant's  inventory.  Upon  this  value 
new  it  made  allowances  of  seven  per  cent,  for  depredation  and  seven  per 
cent,  for  interest.  The  resuh  of  its  computations  showed  that  the  revenue 
received  from  the  existing  rates  would  fall  short  of  meeting  the  expense  of 
continuous  operation  by  only  $1.70  per  year. 

Continuous    Service    Required — Increase   in   Rates   Denied-^Debits   and 
Credits  to   Depreciation   Account — Maintenance   Account 

Held:   That  the  subscribers'  demand  for  continuous  service  is  reasonable 
and  should  be  granted  by  the  applicant ; 
That  the  revenue   received   from  the  existing  rates  will  be  sufficient  to 
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meet  the  expense  of  continuous  operation  and  tliat  no  increase  in  rates 
should  be  perRiitted ; 

That  the  applicant  should  be  required  to  keep  a  depreciation  account,  to  be 
credited  with  the  amounts  allowed  for  salvage  and  with  an  annual  allow- 
ance for  depreciation  of  $420,  being  seven  per  cent,  on  the  cost  new,  and 
to  be  debited  with  all  amounts  expended  for  replacements ;  that  current 
repairs  and  upkeep  should  be  charged  to  maintenance;  and  further,  that 
the  applicant  should  be  required  to  submit  derailed  accounts  to  the  Com- 
mission annually  and  at  other  times  upon   request. 

Ordered,  That  the  applicant  furnish  continuous  service  and  keep  the 
depreciation  and  maintenance  accounts  as  directed, 

,  The  application  for  an  increase  in  rates  was  denied  pending-  a  reasonable 
trial  of  the  results  of  continuous  operation  under  the  existing  rates.* 

Opinion. 

MuHPHT,  Oommiasioner: 

Having  made  a  careful  and  extensive  examination  of  the 
financial  condition  of  the  applicant  company  as  showD  by 
their  annual  report  for  the  year  ending  April  30,  1913,  and 
also  having  made  a  thorough  check  of  the  inventory  of  the 
plant  filed  with  the  Commission  by  the  company,  upon  re- 
quest therefor,  on  July  21,  1913,  copies  of  the  above-men- 
tioned report  and  inventory  are  as  follows: 

Total  receipts,  |5,0S3.34:,  itemized  as  follows: 

Telephone  rentals  $278S.S0 

Toll   service,  less  commissions  96279 

Switching  service  395JO 

Commisison    on   toll    messages  427.95 

Sundry  sales  466.85 

Miscellaneous  earnings  44.75 

$5,083.34 
♦Editor's  headnotc 


^dbvGooglc 


Appl.  of  Citizens'  Cooperative  Tel.  Co.  957 

Total  expenses,  including  taxes,  f3,873.09,  itemized  as 
follows : 

Salaries  of  operators  $1,022.00 

Stationei?  vA  advertiiuig  (S7.70 

Lieht,  heat,  water  and  power  68.00 

Rent  of  building  H8.00 

Meuenger  service  7.20 

Incidentals  802.47 

Uaintenance,  labor  30.00 

Uaiotenance,  material  101.17 

Salaries  of  officers  500.00 

Insurance  6.95 

Dakota  Central  for  tolls  91&7S 

Taxes  200i85 

Total  $3,873.09 

Dividends  paid  1,200.00 

$5,073.09 

The  annual  report  also  shows  210  city  'phones  in  opera- 
tion, 65  of  which  are  business  'phones  at  |1.50  per  month, 
and  145  residence  'phones  at  $1.00  per  month;  the  report 
also  shows  that  the  applicant  does  switching  service  for  230 
rural  line  'phones  at  $2.00  per  'phone  per  annum. 

The  applicant  company  in  its  schedule  of  rates  submitted 
on  Junf  28, 1913,  for  approval,  petitions  that  it  be  permitted 
to  charge  its  patrons  $19.00  per  year  for  business  'phones 
and  $13.00  per  year  for  residence  'phones,  which  is  an  ad- 
vance over  present  rates  of  $1.00  per  year  for  each  'phone. 
The  reason  jfiven  for  malting  the  proposed  advance  is  that 
the  subscribers  demand  continuous  service  instead  of  the 
service  they  are  now  receiving  from  7  a.  m.  to  9:30  p.  m. 

It  is  our  opinion  that  the  demand  made  by  the  sub- 
scribers is  a  reasonable  one  and  that  the  company  should  be 
ordered  to  install  the  continuous  service  astted  for.  But  as 
to  the  necessity  and  reasonableness  of  permitting  the  in- 
crease of  rental  rates  to  become  effective  is  a  question  that 
requires  further  consideration,  and  in  the  following  dis- 
cussion the  facts  as  disclosed  in  the  annual  report  referred 
to  above  must  he  considered. 

Said  report  shows  that  $1,200  was  paid  in  dividends,  being 
30  per  cent,  on  the  stock  outstanding  or  20  per  cent,  on  the 
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estimated  value  of  the  plant.  This  is  held  to  be  an  exeesaiTe 
rate  of  return.  The  question  naturally  arises  from  the  above 
showing:  Is  it  not  a  fact  that  the  company  is  now  receirinE 
sufficient  remuneration  to  supply  the  extra  service  without 
extra  charge? 

The  estimated  inventory  of  the  plant  is  given  in  the  follow- 
ing table; 

Central    office   equipment  $   73R.00 

Distribution  system  2,829,42 

Subscribers  stations  1.470.00 

Utility  equipment  144.50 

Material  and  supplies  243.25 

Total  Valuation  $5,425.17 

The  inventory  also  shows  cash  on  hand  May  1,  1913. 
$533.15  and  accounts  receivable  on  same  date  of  |6">. 
although  the  annual  report  for  equivalent  date  shows  in 
financial  statement  a  balance  of  $845.05,  and  in  the  assets 
and  liabilities  statement  in  said  report  the  cash  on  hand  ami 
in  the  banks  is  reported  in  the  amount  of  15^3.1  r,  and  casli  on 
hand,  depreciation  fund,  |200.  The  above  would  indicate 
errors  and  discrepancies  but  as  this  showing  does  uot  enter 
largely  into  the  consideration  of  the  case  at  issue  and  havine 
no  information  in  explanation  of  same,  the  inaccuracies  are 
overlooked  for  the  purposes  of  this  application. 

In  checking  the  inventory  as  submitted  and  given  ahove- 
it  is  the  opinion  of  the  Commission  that  several  items  goin? 
into  the- construction  of  the  plant  are  listed  low  and,  thei^ 
fore,  the  company's  valuation  of  the  plant  is  low  and  f6,IH)0 
will  be  used  as  the  value  new  of  the  plant. 

Estimating  the  receipts  of  the  plant  ou  the  basis  of  thi' 
present  rates  and  amount  of  business,  the  following  resah 
obtains: 

65  business  'phones  at  $1.50  per  month  $1,170.00 

145  residence   'phones   at   $1.00  per   month    .  1.74O-0O 

Switching  230  rural  line  'phones  at  $2.00  per  year  4W0O 

Five  cents  on   toll  line  messages  427,95 

Total  Estimated  Receipts  $37^.95 

D.gnzedbyGoOgIC 
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In  the  following  table  will  be  found  an  estimate  showing 
the  operating  and  maintenance  expense  of  a  plant  of  this  size 
on  a  basis  deemed  reasonable  by  the  Commission  for  efficient 
and  continuous  serrice: 

Salaries  of   operators  $1,275,00 

Stationery  and  advertising  67,70 

L4ght,  heat  and  power  68.00 

Rent  of  building  148.00 

Lineman  600.00 

Current  rep^rs  100.00 

Salaries  of  officers  500.00 

Insurance  6.95 

Taxes  20a00 

$2,959.65 

The  Commission  is  of  the  opinion  that  to  allow  seven  per 
cent,  on  the  valne  new  for  depreciation  and  seven  per  cent, 
on  the  same  valuation  for  interest  or  dividends  would  not  be 
unreasonable,  and  on  this  basis  the  following  showing  is 
made: 

Total  receipts,  estimated  $3,797.95 

Total   expenses,   estimated  $2,959.65 

Depredation    at    7%    on    $6,000  420.00 

Interest   at  7%   on  $6,000  420.00 

Met  deficit  1.70 

$3,799.65       $3,799.65 

Notice  of  hearing  having  been  served  upon  the  interested 
parties  on  July  8,  1913,  and  hearing  held  in  the  office  of  the 
Commission  in  the  City  of  Pierre  pursuant  to  said  notice  on 
the  twenty-third  day  of  July,  1913,  and  no  one  appearing 
either  for  or  against  the  granting  of  the  application,  the  Com- 
mission was  compelled  to  arrive  at  its  conclusions  in  the 
matter  from  the  information  submitted  by  the  company,  viz : 
Its  annual  report,  its  inventory  and  a  petition  of  many  of  its 
subscribers. 

From  the  above  discussion  and  showing. 

It  is  held:  That  the  subscribers  of  the  Citizens'  Co-opera- 
tive Telephone  Company  are  entitled  to  the  continuous  serv- 
ice demanded; 

That  the  revenues  of  the  applicant  company  are  and  will 
be  sufficient  to  meet  the  additional  expense  occasioned  by 
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providiiiii;  t)ie  rontinuous  service,  and  tbat  the  application  to 
Inorease  rates  at  the  present  time  be  disapproved; 

Further.  That  tlie  company  he  required  to  keep  a  depreda- 
tion arcmmt  and  credit  same  with  amount  allowed  for  de- 
preciation, salrasp,  etc,  and  charge  against  said  account  all 
amonnts  expended  fnr  replacement,  and  that  the  current  re- 
pairs or  current  upkeep  be  charged  to  maintenance  and  that 
the  company  be  required  to  submit  a  detailed  account  and  re- 
port as  to  the  method  of  handling  these  accounts  with  its 
annual  report  and  at  other  times  if  so  requested  by  tie  Com- 
mission. Tf,  after  a  reasimahle  trial  of  the  present  rates,  it 
is  found  tliat  the  earnings  of  the  company  are  not  sufflcient, 
the  Commission  will  entertain  a  motion  for  rehearing. 

Comnt'ssinners  Robinson  and  Smith  concur  in  the  for^ 
ing  opinion. 

Order. 

Dated  Augusl  6,  1913. 

In  this  case  tlie  patrons  of  the  Citizens'  Co-operative  Tele- 
phone Company  of  Plankinttm  having  requested  its  managt 
ment  to  furnish  continuous  telephone  service,  the  companv 
made  application  to  this  Commission  for  permission  to  in- 
crease its  rates  for  the  purpose  of  accommodating  its  patrons 
by  furnishing  the  service  requested. 

An  examination  into  the  acronnts  of  the  Company,  as  well 
as  its  own  valuation  of  its  plant,  has  finally  resulted  in  con- 
vincing this  Commission  that  its  earnings  under  its  present 
rate  are  sufficient  to  afford  proper  maintenance  of  tlie  plant, 
with  a  proper  allowance  for  depreciation  and  continuous 
service  to  its  patrons  and  a  reasonable  return  on  its  invest- 
ment 

The  findings  of  this  Board  in  the  matter  are  contained  in 
its  decision  which  was  filed  on  the  fourth  day  of  August,  Ifll-t- 
Tn  the  estimate  for  operating  expenses  on  the  basis  of  its 
present  income,  there  are  included  increased  charges  for  the 
salaries  of  operators,  increased  allowance  for  the  service  of 
a  lineman,  a  proper  allowance  for  the  increased  cost  of  in- 
stalling continnous  service,  and  after  allowing  the  eompan.v'!' 
valnption  of  its  own  plant  at  f6,000,  and  providing  for  « 
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depreciation  at  tlie  rate  of  seven  per  cent,  and  interest  on 
tlie  investment  at  a  similar  rate,  there  is  a  net  deficit  of 
$1.70,  wliich  is  easily  accounted  for  by  the  high  allowance 
made  in  the  operating  expenses. 

The  Commission  having  made  a  careful  and  thorough  in- 
vestisation  into  the  value  of  the  plant  and  the  earnings  and 
operating  expenses  of  this  Company  under  its  present  rates 
and  having  made  and  filed  its  report  in  writing; 

/(  18,  therefore,  ordered,  considered  and  adjudged,  That 
the  Citizens'  Co-operative  Telephone  Company  of  Plankinton, 
l)e,  and  herehy  is,  commanded  and  required  to  afford  to  its 
patrons  at  Plankinton  eontinuoas  telephone  service,  which 
can  be  accomplished  in  the  day  time  by  its  ordinary  operators 
and  in  the  night  time  by  having  some  person,  familiar  with 
the  operation  of  the  plant,  sleep  in  the  telephone  room  so  aji 
to  be  aroused  by  means  of  the  night  alarm  bell  to  attend  to 
all  calls  made  by  the  patrons ; 

That  the  Company  be,  and  hereby  is,  required  to  credit  to 
the  depreciation  fund  the  sum  of  |420,  the  amount  allowed 
by  the  decision  in  this  case,  and  to"  likewise  credit  said  ac- 
count with  all  amounts  properly  allowable  for  salvage,  and 
to  charge  against  said  account,  on  properly  itemized  vouchers 
which  shall  always  he  open  for  the  inspection  of  this  Com- 
mission, all  amounts  properly  chargeable  to  a  depreciation 
account; 

That  the  company  be  likewise  required  to  keep  a  mainte- 
nance account  and  in  connection  therewith  properly  itemized 
vouchers  to  show  what  material  and  charges  are  made  to  this 
account. 

As  to  that  portion  of  the  application  requesting  an  in- 
crease of  rates,  it  is  dismissed  without  prejudice,  and  the  ap- 
plicant may,  after  continuous  service  has  been  installed  for 
a  sufficient  period  of  time  to  afford  an  actual  test,  if  the 
result  of  such  test  discloses  that  the  rates  are  not  snfHoient  to 
afford  a  proper  return,  file  an  application  for  a  re-bearing 
in  this  case. 

Done  in  regular  session  at  the  City  of  Pierre,  the  Capital, 
on  this  sixth  day  of  August,  1913. 
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In  thb  Matteb  of  Complaint  of  Discbimination  against 
W.  G.  Flatt  Telephone  Company. 

Complaint  No.  1382. 

Dated  August  1$,  1913. 

Discriminatloii    between    Stockholders    and    Non-Stockholders — Auew- 
ments  and  Dividends. 

Upon  complaint  of  discrimination  between  stockholders  and  non-stock~ 
holders,  the  fact  that  the  assessment  levied  on  the  stockholders  for  the 
past  two  years  had  been  $6.00  and  $8.00,  respectively,  per  share,  was  offered 
in  justificajtion  of  the  company's  practice  of  making  no  charge  for  service 
to  stockholders  and  charging  $1.50  per  year  to  subscribers  who  are  not 
stockholders. 

Held;  That  stockholdera  are  not  entitled  to  reduced  rates  merely  because 
they  own  stock,  but  must  rely  solely  on  the  dividends  declared  for  a  re- 
turn on  their  investment; 

That  the  company  should  charge  stockholders  and  non-stockholders  alike 
such  rates  as  will  yield  a  return  sufficient  to  provide  for  the  maintenance 
of  the  plant  and  for  the  payment  of  dividends  on  its  value,  thus  making  it 
unnecessary  to  levy  assessments  on  the  stockholders.* 

Opinion  of  Counsel  fob  the  BoAEo.t 

1  have  before  me  at  this  time  the  record  in  the  matter  of 
the  complaint  against  the  W.  G.  Flatt  Telephone  Company 
of  Smithwick,  South  Dakota,  together  with  the  correspond- 
ence with  that  company. 

From  one  of  the  letters  it  appears  that  the  telephone  com- 
pany advances  the  claim  tliat  assessment  against  its  stock- 
holders for  the  maintenance  and  operation  of  the  company 
for  the  year  1912  was  f6.00  per  share  of  stock,  and  for  the 
year  1913,  |8.00  per  share  of  stock;  that  because  of  this 
heavy  assessment  the  company  can  not  afford  to  rent  tele- 
phone instruments  to  subscribers  who  are  not  stockholders, 
at  the  same  rates  as  to  subscribers  who  are  stockholders. 
It  appears  that  the  stock  is  worth  $34  per  share  and  that 
Ciinh  stockholder  owns  his  own  instrument,  making  an  invest- 

•  Editor's  headnote. 

fin  its  pamphlet  No.  I,  issued  August  1,  1912.  the  Board  states  that  the 
opinions  of  its  Counsel  will  govern  in  the  various  subjects  to  which  they 
relate  unless  reconsidered  by  the  Board  or  reversed  by  court  procedure. — Ed. 
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ment  in  all  of  ?50.  It  does  not  sufficiently  appear  from  cor- 
respondence whether  the  $31  is  the  cash  invested  and  the 
balance  is  the  investment  in  the  telephone  instriuuent,  mak- 
ing a  total  investment  of  $50  the  face  value  of  the  stock.  It 
does,  however,  conclusively  appear  that  the  Company  is 
charging' $1.50  to  persons  who  are  not  stockholders,  and  is 
making  no  charge  whatever  to  stockholders  except  the  as- 
sessment levied  at  the  end  of  each  year. 

I  am  sending  to  this  company  under  separate  cover, 
Pamphlet  No.  1  of  the  Book  of  Opinions  issued  Aug.  1, 1912. 

On  pages  6,  33,  50  and  65  of  which,  appear  the  opinions 
upon  the  question  of  discrimination  in  favor  of  stockholders 
and  against  persons  vho  are  not  stockholders.  It  is  useless 
to  continue  to  hand  down  opinions  upon  this  subject  and  this 
company  is  respectfully  referred  to  the  opinions  set  forth 
in  this  book.  All  telephone  companies  should  know  by  this 
time  that  stockholders  and  persons  who  are  not  stock- 
holders are  to  be  treated  alike  and  charged  exactly  the  same 
rates.  Persons  who  invest  in  the  stock  in  telephone  com- 
panies are  presumed  to  look  tA  Che  dividends  to  be  declared 
at  the  end  of  the  year  for  the  return  on  their  investment 
and  they  are  not  entitled  to  any  rednced  rates  merely  be- 
cause they  are  stockholders. 

It  is  my  opinion  that  this  company  should  be  advised  to 
file  a  new  schedule  of  rates  and  to  charge  the  same  rates  to 
all  subscribers  regardless  of  stock  ownership.  When  this  is 
done,  if  the  rates  are  sufficiently  high,  it  will  be  unnecessary 
to  make  any  assessment  on  the  stockholders,  as  the  money 
collected  for  telephone  rentals  should  afford  a  sufficient  re- 
turn not  only  to  maintain  the  plant  and  to  take  care  of  its 
depreciation,  but  to  pay  dividends  upon  its  value  to  the  stock- 
holders. 
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In  re  Contract  between  Oavmlle  Rural  Telephonb  Com- 
pany No.  1,  Gayvillb  Telephone  Company  No.  2  and 
Independent  Telephone  Company  op  Yaj^kton. 

Complaint  No.  1340. 

Dated  August   IS,  1913- 
Statutory  Rat«  for  Switching  Service. 

Held:  That  an  agreetnent  between  telephone  companies  providing  for  a 
■witching  rate  to  rural  lines  of.  5  cents  per  message  contravenes  the  statute, 
which  requires  the  establishment  of  a  flat  rate  of  not  more  than  25  cents  per 
month  per  telephone  for  such  service. 

Fee  for  Handling;  Toll  HeBuges. 

Held:  That  an  agreement  providing  for  the  payment  by  the  company 
originating  toll  messages  of  5  cents  per  message  in  addition  to  the  regular 
toll  rate,  should  be  disapproved  for  the  reason  that  it  obliges  the  originating 
company  to  handle  the  message  without  compensation  and  at  an  actual  los^ 

Control  of  Local  Conqwnj's  Operators  by  Connecting  Coropanjr. 

Held:  That  since  it  is  the  province  of  the  Board  to  handle  complaints 
of  insufficient  service,  an  agreement  giving  one  telephone  company  the  right 
to  dictate  as  to  the  operators  to  be  employed  by  connecting  companies  and 
as  to  the  work  to  be  done  by  such  operators,  is  against  pubUc  policy  and 
should  not  be  permitted.* 

Opinion  ok  f!ouNSBL  for  the  B0ABD.t 

I  have  before  me  the  contract  entered  into  between  the 
Gayville  Rural  Telephone  Company  No.  1  and  tlayvillc 
Telephone  Company  No.  2  with  the  Independent  Telephone 
Company  of  Yankton.  After  a  careful  examination  of  these 
contracts,  I  am  of  the  opinion  that  they  should  be  disap- 
proved for  reasons  as  follows : 

Section  2  of  the  contract,  when  constmed  in  connection 
with  the  provisions  of  Section  5,  merely  affords  to  the  rural 
lines  of  the  (iayville  telephone  companies  which  are  con- 
nected with  the  same  company  through  the  Giayville  ex- 
changes, the  switching  service  provided  for  by  Section  8  of 

'Editor's  headnote. 

tin  its  Pamphlet  No.  1,  issued  August  1,  1913,  the  Board  states  that  the 
opinions  of  its  Counsel  will  govern  in  the  various  subjects  to  which  they 
relate,  unless  reconsidered  by  the  Board  or  reversed  by  court  procedure. — Ed. 
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the  telephone  statute.  It  \s  plainly  the  intent  of  these  two 
sections,  when  construed  together,  to  limit  the  service  to  the 
rural  lines,  on  the  basis  of  a  switching  fee  of  five  cents  per 
message,  and  it  will  be  noted  that  in  Hectiou  5  there  is  a 
specific  provision  "that  none  of  the  subscribers  of  the  Gay- 
ville companies  within  the  Town  of  Oayville,  shall  be  afforded 
this  service."  The  plain  purpose  and  intent  of  Section  8  of 
our  telephone  law  was  to  require  the  establishment  of  the 
switching  service  between  lines  at  a  rate  of  not  to  exceed  26 
cents  per  month  for  each  instrument  on  each  rural  party  line. 
Under  these  provisions  of  this  contract  with  the  switching 
service  based  on  a  fee  of  five  cents  per  message,  there  is  no 
(imit  to  the  maximum  switching  fee  per  month,  and  it  is  my 
opinion  that  there  is  no  warrant  or  authority  for  the  es- 
tablishment of  this  five  cent  fee  and  the  collection  of  it  should 
be  discontinued  and  the  provisions  of  this  contract  dis- 
approved, and  the  companies  required  to  establish  the  switch- 
ing service  for  the  rural  subscribers  on  a  flat  switching  rate 
of  not  to  exceed  25  cents  per  month  for  each  telephone  in- 
strument on  each  rural  line  connected. 

It  will  also  be  noted  that  there  is  a  provision  in  Section 
2  requiring  the  Gayville  companies  to  pay  in  addition  to  the 
toll  fee  on  toll  messages  originating  on  their  lines  to  be  de- 
livered over  the  lines  of  the  Yankton  Company,  a  fee  of  five 
cents;  in  other  words,  if  the  toll  message  originates  on  the 
lines  of  either  of  the  Gayville  companies  for  Yankton  or  any 
other  point  in  the  State,  in  addition  to  the  regular  toll  fee 
for  this  service,  the  Gayville  company  is  required  to  pay  a 
fee  of  five  cents,  and  consequently  the  Gayville  companies 
originate  and  handle  this  message  without  any  compensation 
whatever,  and  in  fact  at  an  actual  loss  to  themselves.  In  my 
opinion,  this  provision  of  this  contract  should  likewise  be  dis- 
approved. 

Section  3  of  this  contract  required  the  Gayville  companies 
to  install,  at  their  own  cost  and  expense,  an  operator  to  make 
connections  with  their  lines,  subject  to  the  approval  of  the 
Yankton  company.  The  object  of  this  section  is  not  clear. 
It  is  perfectly  proper  for  the  Gayville  companies  to  install  in 
their  office  a  competent  operator  to  handle  their  business  in- 
cluding the  business  coming  over  the  lines  connecting  the  two 
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exchanges,  but  the  Yankton  Telephone  Company  ahonld  not 
be  permitted  to  dictate  who  shall  be  employed.  All  of  these 
companies  are  subject  to  the  jurisdiction  of  the  Board  of 
Bailroad  Commissioners  of  this  State,  a  body  competent  to 
handle  any  complaints  against  insufficient  service,  and  any 
contract  which  gives  one  telephone  company  the  right  to 
dictate  who  shall  be  employed  by,  and  the  work  to  be  done 
by  such  employees,  for,  other  companies,  is  against  public 
policy  and  should  not  be  permitted. 

The  complaint  in  this  case  had  been  set  down  for  hearing 
and  these  contracts  which  were  drawn,  for  the  avowed  pur- 
pose of  adjusting  the  complaint  should  be  disapproved  and 
an  opportunity  given  the  parties  to  submit  proper  contracts 
to  be  approved  hy  the  Board  of  Railroad  Commissioners. 


In  re  Fbeb  and  Reduced  Rate  Sbbvice  by  Hbbuosa  Tblb- 
pHONH  Company.* 

Complaint  Ko.  1309. 

Dated  August  15,  I913. 

Free  Service  to  Goveniment, 

Held:  That  the  furnishing  of  free  telephonic  service  to  the  United  States, 
to  the  State  and  lo  municipalities  is  excepted  from  the  prohibition  of  dis- 
crimination contained  in  the  statute. 

Division  of  Interline  Toll   Revenue — ^Terminal  Fee. 

Held:  That  there  is  no  objection  to  an  arrangement  between  telephone 
companies  providing  for  the  collection  of  a  terminal  fee  in  addition  to  a 
charge  or  toll  for  sending  a  message,  the  originating  company  to  retain 
the  toll  charge  and  the  terminating  company  to  receive  the  terminal  fee. 

Discrimination  between  Stockholders  and  Non-Stockholden. 

Held:  That  stockholders  are  not  entitled  to  any  privileges  or  favors  in 
relation  to  service  or  rates  which  are  not  extended  to  subscribers  who  do 
not  own  stock. 

Free  Service  to  Railroad  CotDpaniea. 

Held:  That  the  furnishing  of  free  telephonic  service  to  railroad  companies 

is  prohibited  by  the  statute  and  must  be  discontinued.f 

•Two  letters  with  respect  to  tiiis  matter  were  addressed  to  the  Secretary 
of  the  Board  by  its  Counsel,  both  of  which  are  printed  here,  the  second 
appearing  on  page  968. — Ed. 

fEditor's  headnote. 
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Opinion  op  Counsel  fot  the  Boasd.* 

We  return  to  you  herewith  the  correspondence  and  con- 
tract of  the  Hermosa  Telephone  Company.  In  their  letter  I 
notice  they  want  an  opinion  as  to  whether  or  not  the  placing 
by  this  company  of  a  telephone  in  the  depot  at  Hermosa 
constitutes  a  discrimination  or  is  in  vioiation  of  the  statute, 
and  in  this  connection  you  are  advised  that  as  soon  as  I  get 
the  matters  on  my  desk  attended  to,  an  opinionf  will  he  filed 
on  tliis  subject 

Another  question  propounded  is  as  to  whether  or  not  the 
free  service  to  the  State  and  the  United  States  is  In  violation 
of  the  statute,  and  in  this  respect  I  am  of  the  opinion  that 
the  exceptions  contained  in  our  statute  in  favor  of  the  State 
and  of  the  United  States  or  a  municipality  would  be  applied, 
and  that  a  telephone  company  should  be  permitted  to  furnisb 
free  telephone  service  to  the  State  and  the  United  States  and 
to  municipalities.  I  have  not  written  an  opinion  in  this  case 
because  I  do  not  exactly  understand  the  situation  at 
Hermosa  and  am  unable  to  ascertain  it  from  the  correspond- 
ence and  contract.  Prom  the  plat  attached  to  the  contract, 
it  appears  that  there  is  a  toll  line  between  Hermosa  and 
Rapid  City,  while  the  correspondence  says,  as  does  the  con- 
tract, that  messages  are  handled  over  this  line  on  the  basis 
of  a  five  cent  toil  fee  and  a  five  cent  switch  fee.  I  take  it 
that  what  is  meant  is  that  the  person  sending  a  telephone 
message  is  required  to  pay  ten  cents,  and  that  each  company 
obtains  out  of  this  a  fee  of  five  cents.  On  messages  origi- 
nating at  Rapid  City  I  assume  the  Rapid  City  excbange  does 
not  charge  its  subscribers  a  terminal  fee  of  five  cents,  and 
that  it  charges  for  the  sending  of  the  message  five  cents  and 
five  cents  for  the  terminal  fee  to  the  Hermosa  Telephone 
Company,  and  that  for  messages  ori^natii^  with  subscribers 
on  the  Hermosa  lines  a  similar  arrangement  exists.  If  that 
is  true,  I  see  no  objectionable  features  to  the  contract 

*Iii  its  Pamphlet  No.  1,  issued  August  1,  1912,  the  Board  states  that  the 
opinions  of  its  Cotinsel  will  govern  in  the  following:  subjects  to  which  they 
relate  unless  reconsidered  by  the  Board  or  reversed  by  court  procedure. — Ed. 

fFiinted  at  page  968  of  this  Leaflet— Ed. 
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I  aDi  sorry  this  matter  has  beeu  held  op  so  long,  but  I  got 
hehind  with  my  work  during  the  sesaiou  of  the  legislature 
and  have  never  been  able  to  catch  up. 


*I  return  to  jou  herewith  the  correspondence  and  the 
record  of  the  Hermosa  Telephone  Company's  case  and  am 
Bending  to  this  company  under  separate  cover  a  copy  of  the 
Book  of  Opinions  on  pages  6,  33,  50  and  65  of  which,  they 
will  find  the  opinions  covering  the  question  of  discrimination 
in  favor  of  stockholders  against  persons  who  are  noa-stock- 
holdera.  If  they  will  read  these  opinions,  they  will  find  that 
this  practice  is  prohibited  under  our  statutes,  and  that  stock- 
holders are  not  entitled  to  any  better  service  or  any  better 
rates  than  persons  who  are  not  stockholders,  and  tliat  this 
practice  of  granting  favors  to  stockholders  must  be  discon- 
tinued. 

In  answer  to  that  portion  of  the  record  which  involves  the 
granting  of  free  telephone  service  to  railway  companies,  you 
ire  advised  that  this  practice  is  also  prohibited  by  our 
statute  and  must  be  discontianed.  There  is  a  reference  in 
the  record  to  the  effect  that  certain  stockholders  of  this  com- 
pany reside  in  the  City  of  Rapid  City  and  wish  the  privilege 
of  free  telephone  service  over  the  lines  of  this  company  out 
of  Rapid  City.  This  same  question  is  involved  in  the  decision 
touching  upon  the  right  of  a  stockholder  to  special  favors. 
The  stockholders  in  this  company  who  reside  in  Rapid  City 
must  pay  the  same  rates  for  telephone  service  as  the  persons 
who  are  not  stockholders,  and  they  must  look  to  the  dividend 
declared  by  the  company  for  their  return, 

•The  following  opinion  of  Ihe  Counsel  for  the  Board  is  supplementary  to 
that  immediately  preceding.— Ed. 
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In  the  Matteb  of  the  Comi-laint  of  the  Abdmobe  Tele- 
phone Company  vs.  the  Edgemont  Telephone  Company 
IN  Connection  with  Switching  Chaeges. 

Complaint  No.  1472. 

Decided  Augtut  ip,  1913. 

Interchange  of  Service — Discrimination. 

Upon  complaint  by  the  Ardmore  Telephone  G>nipany,  alleging  that  the 
arraagements  for  the  interchange  of  service  between  the  Edgemont  Tele- 
phone Company  and  itself  were  discriminatory,  it  appeared  that  the  practice 
was  for  the  Ardmore  Telephone  Company  to  pay  $5.00  per  year  for  service 
to  the  Edgemont  exchange  whereas  it  furnished  service  to  tile  Edgemont 
Telephone  Company  without  charge.  It  further  appeared  that  the  arrange- 
ment was  probably  based  on  the  presumption  that  since  the  Edgemont  com* 
pany's  exchange  had  the  greater  number  of  subscribers,  it  gave  more  serv- 
ice than  it  received  and  was  entitled  to  be  compensated  for  the  excess.  The 
Ardmore  Telephone  Company  also  owned  a  rural  party  line  running  between 
Ardmore  and  Edgemont  over  which  the  toll  business  wag  conducted.  Both 
parties  desired  that  any  rate  fixed  for  the  interchange  of  service  should 
be  a  flat  rate  rather  than  a  message  rate. 

Value  of  Service. 

Held:    That  in  view  of  the  fact  that  telephonic  service  has  a  value  to 

the  party  called  as  well  as  to  the  party  calling,  neither  company,  considereu 

as  an  entity  distinct  from  its  individual  patrons,  is  benefited  more  than 

the  other  by  the  interchange  of  service; 

Flat  and  Mesaage  Rate! — Unit  of  Telephonic  Service. 
That  the  establishment  of  a  flat  rate  (or  the  service  is  defective  in  theory 
and  against  public  policy  because  it  places  the  burden  of  the  added  cost 
upon  one  oi  the  companies  instead  of  upon  the  patrons  of  both  companies 
who  are  responsible  for  the  calls,  and  for  the  further  reason  that  a  ttat 
switching  charge  is  recognized  by  the  staitute  only  for  rural  line  service, 
the  exchange  and  all  rural  lines  connected  therewith  on  a  switching  basis 
constituting  a  unit  for  telephone  service  whereas  service  between  two  ex- 
changes is  properly  considered  as  toll  business; 

Toll  Rate— Switching  Fee. 

That  a  charge  of  10  cents  per  call,  to  be  divided  equally  between  the 
companies,  seems  reasonable  and  that  the  subscribers  on  the  line  connecting 
Ardmore  and  Edgemont  should  be  granted  the  privilege  of  switching  service 
to  the  Edgemont  exchange  at  a  rate  not  to  exceed  25  cents  per  month  per 
telephone; 

Coat  of  Service. 

That  if  experience  proves  that  it  costs  one  company  more  than  the  other 
to  furnish  the  exchange  of  service,  the  company  which  is  put  to  the  greater 
expense  should  be  reimbursed  accordingly; 


LA>ogle 


970    South  Dakota  Boabd  of  Railboad  Commissionebs. 

Clear  Wire  for  Toll  BuaineH. 
That  the  toll  business  should  be  handled  over  lines  with  which  no  other 
s  are  connected. 

Order— EH vinon  of  Interline  Toll  Revenue. 


Ordered,  That  Ihe  connection  between  the  exchanges  of  the  complainant 
and  defendant  be  continued  and  that  if  the  business  proves  to  be  of  mudi 
volume,  an  independent  wire  shall  be  installed  in  place  of  the  rural  line 
existing;  that  the  toll  charge  between  the  exchanges  shall  be  10  cents,  to 
be  collected  by  the  company  originating  tlie  message;  and  that  the  revenue 
shall  be  divided  equally  between  the  companies.* 

Decision  and  Obdeb. 

As  disclosed  in  the  complaint  and  agreed  to  by  the  offi- 
cers of  the  interested  companies,  the  facts  are  as  given  in 
the  stipulation  which  was  submitted  to  the  Commission  at 
the  hearing  at  Kapid  City,  South  Dakota,  on  June  20,  1913, 
at  which  time  and  place  J.  H.  Bell,  President  of  the  Ardmore 
Telephone  Company,  and  W.  F.  Wyatt,  Secretary  of  the 
Edgemont  Telephone  Company,  appeared  and  subscribed  to 
the  following: 

"That  Edgemont  is  a  city  having  a  population  of  about  one  thousand 
people  at  which  place  the  Edgemont  Telephone  Company  has  a  local  ex- 
change with  147  'phones  (not  including  the  23  subscribers  on  the  farm  line 
between  Ardmore  and  Edgemont)  ;  that  there  extends  from  the  EdgemoDt 
exchange  to  the  City  of  Ardmore  a  rural  telephone  line  on  which  there  are 
connected  23  rural  subscribers;  that  there  are  rural  telephone  lines  con- 
nected with  both  Edgemont  and  Ardmore ;  that  the  number  of  telephone 
instruments  connected  with  the  Ardmore  exchange,  not  including  the  ij 
subscribers  on  the  farm  line  between  Ardmore  and  Edgemont  is  62;  that 
for  some  time  past  the  Ardmore  Telephone  Company  has  been  paying  to 
the  Edgemont  company  the  sum  of  $5.00  per  month,  and  for  this  $5.00  per 
month  all  patrons  connected  with  the  Ardmore  exchange  as  well  as  all 
patrons  connected  with  the  farm  lines  between  Ardmore  and  Edgemont 
have  been  permitted  to  use  the  local  exchange  in  Edgemont,  while  the  sub- 
scribers to  the  local  exchange  in  Edgemont  are  connected  with  the  sub- 
scribers of  the  Ardmore  exchange  and  the  connections  of  the  Ardmore 
exchange  including  the  farm  line  between  Edgemont  and  Ardmore  without 
any  charge';  that  the  stockholders  of  the  Ardmore  Telephone  Company  claim 
that  this  creates  a  discrimination  in  that  the  Edgemont  Telephone  Company 
has  free  use  of  its  system  while  the  Ardmore  Telephone  Company  is  com- 
pelled to  pay  $5.00  per  month  for  the  use  of  the  Edgemont  exchange.  The 
parties  to  this  controversy  desire  that  the  controversy  existing  between  them 
be  decided  upon  the  basis  of  a  flat  rate  and  not  of  an  individual  toll  or 
rate  for  each  message." 

^Editor's  headnote. 
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In  addition  to  the  above  the  said  companies  were  requested 
to  and  did  fumisli  this  Commission  with  plats  showing  the 
location  of  their  exchanges  including  the  rural  lines  owned 
by  them  as  well  as  the  rural  lines  connected  with  their  ex- 
changes upon  a  switching  ba^is. 

It  appears  from  the  above  that  the  Edgemont  Telephone 
Company  operates  an  exchange  at  Edgemont  conaisting  of 
103  local  or  city  subscribers  and  44  rural  subscribers  and 
that  the  Ardmore  Telephone  Company  operates  an  exchange 
at  Ardmore  consisting  of  21  city  subscribers  and  41  rural 
subscribe^,  not  including  tiie  23  rural  subscribers  on  the 
line  between  Ardmore  and  Edgemont 

The  practice  has  been  for  the  Ardmore  Telephone  Com- 
pany to  pay  15.00  per  month  for  switching  service,  a  prac- 
tice which  they  refuse  to  continue.  The  presumption  is  that 
this  payment  was  demanded  and  paid  on  the  theory  that 
the  Edgemont  exchange,  having  more  subscribers  and  there- 
fore being  larger,  was  entitled  to  compensation  for  the  inter- 
change of  service.  In  other  words,  that  the  Edgemont  Tele- 
phone Company  has  more  'phones  in  service  than  are  installed 
on  the  Ardmore  Telephone  Company's  lines  and  consequently 
are  entitled  to  receive  payment  for  the  increase  of  service 
it  would  give  in  excess  of  the  service  it  would  receive  in  re- 
turn.   The  soundness  of  this  presumption  is  open  to  question. 

It  is  true  that  the  Ardmore  subscribers  are  able  to  call 
a  larger  list  of  subscribers  at  Edgemont  than  are  available 
for  Edgemont  over  the  Ardmore  exchange.  It  does  not  fol- 
.  low,  however,  that  the  Ardmore  company  receives  more  than 
it  gives  in  return  for  this.  If  the  Ardmore  subscribers  made 
general  use  of  the  Edgemont  exchange  and  the  Edgemont 
subscribers  made  very  little  use  of  the  Ardmore  exchange, 
the  value  of  interchange  of  service  to  the  patrons  of  the 
Ardmore  exchange  might  be  greater  than  its  value  to  Edge- 
mont patrons;  and,  on  the  other  hand,  if  the  Edgemont  sub- 
scribers made  general  use  of  the  Ardmore  exchange  and 
the  Ardmore  subscribers  made  very  little  use  of  the  Edge- 
mont exchange,  the  value  of  intercliange  of  service  to  the 
patrons  of  the  Edgemont  exchange  might  be  much  greater 
than  its  value  to  the  Ardmore  patrons,  although  when  it  is 
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considered  that  the  service  has  a  value  to  the  parties  called 
as  well  as  to  those  calling,  it  does  not  appear  that  the  service 
is  much  more  valuable  to  one  company  than  to  the  other. 

It  seems  clear  that,  so  far  as  the  benefits  of  interclian<rt> 
of  service  are  concerned,  neither  company,  considered  as 
an  entity  distinct  from  its  individual  patrons,  would  have 
much  advantage  over  the  other,  hut  it  may  be  that  the  cosi 
of  handling  the  business  would  not  be  the  same  for  the  two 
companies,  and  if  it  costs  one  company  more  than  the  othpv 
to  furnish  the  exchange  of  service,  it  would  hardly  seem 
reasonable  to  require  the  companies  to  exchange  service  on 
equal  terms,  and  if,  after  the  conditions  herein  have  had 
sufficient  trial,  it  is  found  tliat  it  costs  (me  of  the  companies 
more  to  furnish  the  exchange  of  service  than  it  costs  the 
other,  this  Commission  will  consider  the  facts  and  further 
adjust  the  matter,  as  it  seems  to  be  only  reasonable  that  the 
company  which  is  put  to  the  greater  expense  should  be  re- 
imbursed accordingly. 

As  will  be  noted  in  the  stipulation  quoted  above,  the  com- 
panies ask  that  tlie  compentnation  he  fixed  on  the  basis  uf  a 
flat  rate.  Tlie  Commission  is  of  the  opinion  that  this  plan 
is  defective  and  against  public  policy  because  it  places  Ihe 
burden  of  the  added  cost  upon  one  of  the  companies  instead 
of  upon  the  patrons  of  both  companies  who  are  responsible 
for  the  calls  and  for  the  further  reason  that  the  law  recoj;- 
nizes  a  flat  monthly  switching  charge  only  for  rural  line 
service,  and  along  this  line  this  Commission  has  in  a  recent 
general  order  held  that  each  telephone  exchange  and  all 
lines  operated  by  it  in  connection  therewith,  as  well  as  all 
lines  connected  with  it  on  a  switching  basis,  constitutes  a 
unit,  and  further  that  the  inter-communication  between  sub- 
scribers of  a  local  exchange  and  its  connecting  lines  is  prop- 
erly considered  as  exchange  business,  and  when  tliere  U 
communication  over  a  line  between  two  exchanges  or  unit.* 
it  is  properly  considered  as  toll  business.  It  is  alsi>  the 
opinion  of  tlie  Commission  that  toll  business  or  toll  mt«)- 
sages  should  be  transmitted  over  lines  to  which  no  other 
instruments  are  attached. 
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If  a  toll  rate  la  imposed  for  this  service,  the  patrons  whi> 
are  responsible  for  the  business  will  be  the  ones  to  bear  tlie 
expense,  and  the  division  of  the  toll  earnings  between  the 
two  companies  may  be  so  made  as  to  reimburse  each  company 
for  the  expense  incurred  by  it  in  furnishing  the  service. 

It  is  impossible,  from  the  information  at  hand,  to  fix  a 
toll  rate  strictly  in  accordance  with  the  cost  of  service,  but 
from  such  information  as  is  available,  however,  it  appears 
that  the  physical  connection  may  reasonably  be  ordered  con- 
tinued with  a  toll  charge  of  10  cents  per  completed  call,  and 
with  total  toll  revenues  to  be  divided  equally  between  the 
two  companies,  and  to  allow  the  23  subscribers  on  the  Ard- 
more  rural  line  connecting  Ardmore  and  Edgemont  to  have 
switching  privilege  over  the  Edgemont  exchange  upon  the 
payment  of  not  to  exceed  25  cents  per  month  per  'phone, 
if  they  so  desire. 

/(  is,  therefore,  ordered,  First :  That  the  Ardmore  Tele- 
phone Company  and  the  Edgemont  Telephone  Company  shall 
continue  the  physical  connection  between  tlieir  exchanges 
or  units  and  that,  if  upon  trial  the  business  is  of  much  vol- 
ume, a  wire  independent  of  the  rural  line  shall  be  installed ; 

Second :  That  a  toll  charge  of  10  cents  per  call  shall  be 
made  on  all  completed  calls  from  one  exchange  or  unit  to  the 
other.  The  company  on  whose  lines  the  call  originates  shall 
collect  the  revenue  from  such  toll  charges; 

Third :  That  all  such  toll  revenue  shall  be  divided  equally 
between  the  two  companies. 

This  order  to  become  effective  from  and  after  September 
1,  1913. 

Done  in  regular  session  at  the  City  of  Pierre,  the  Capital, 
on  this  nineteenth  day  of  August,  1913. 
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In  the  Mattbb  of  the  Investigation  into  Cebtain  Irbegu- 
LABrriEs  and  Discbiminations  Pbacticbd  by  Various 
Telephone  Companies  in  the  Operation  of  their  Tele- 
phone Lines  and  in  the  Conduct  of  thbib  Business 
IN  this  State,  and  the  Failube  of  Otheb  Telephone 
Companies  to  Comply  with  the  Laws  of  this  State. 

Decided  August  2i.  1913. 
Irregular  Practices  of  Telephone  Companies. 
Upon  investigation  on  the  Commission's  own  initiative  into  the  practices 
of  telephone  companies  within  the  State  of  South  Dakota. 

Discrimination  between  Stockholders  and  Non-stockholders. 

Held:  1.  That  the  practice  of  favoring  stockholders  by  charging  theni 
lower  rates  than  non-stockholders  is  unjustly  discriminatory  and  contrary 
to  the  statute. 

Terminal  Fees. 

Held:  2.  That  the  imposition  of  a  charge  for  the  delivery  of  a  toll 
message  in  addition  to  the  regular  loll  rate  constitutes  a  violation  of  the 
statute  which  provides  that  all  terminal  fees  on  incoming  and  outgoing  mes- 
sages shall  be  uniform  and  shall  not  exceed  5  cents  per  message  for  the 
originating  exchange  and  5  cents  per  message  for  the  terminating  exchange, 
both  to  be  included  in  the  regular  toll  rate;  that  the  local  exchange  with 
the  rural  lines  connected  therewith,  whether  owned  or  merely  switched 
thereby,  constitute  a  single  unit  for  telephonic  service  and  that  no  extra 
terminal  fee  on  incoming  or  outgoing  toll  messages  should  be  diarged 
subscribers  within  these  limits. 

Switching  Fees. 
Held:  3.  That  telephone  companies  must  comply  with  Section  8  of  the 
statute,  which  provides  that  the  maximum  charge  for  switching  rural  lines 
shall  be  25  cents  per  month  per  telephone  and  must  discontinue  the  prac- 
tice of  charging  5  cents  per  message  for  such  service  and  the  practice  of 
charging  a  flat  rate  for  service  to  rural  companies,  regardless  of  the  number 
of  telephones  connected. 

Free  Service  in  Railroad  Stations. 

Held:    4.    That  the  furnishing  of  free  telephones  in  railroad  stations  is 

prohibited  by  the  anti-pass  law  and  by  the  telephone  law  and  must  be  dis- 


Filing  of  Contracts,  etc. 

Held:    S.    That  all  contracts  in  any  way  affecting  the  conduct  of  the 

telephone  business  must  be  in  writing  and  that  copies  of  all  such  contracts 

and  of  all  rates,  franchises  and  ordinances,  must  be  6led  with  the  Commisuon. 

Annual  Reports. 

Held:    6.    That  it  is  the  absolute  duty  of  telephone  companies  to  file 

the  annual  reports  required  by  the  statute,  to  furnish  all  the  information 
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called  for  in  such  reports  and  to  keep  such  books  a.nd  data  as  will  enalil« 
them  to  furnish  the  necessary  information. 

Maps  of  Telephone  Lines. 

Held:  7.  That  every  telephone  company  must  keep  on  Ale  iu  its  ofhce 
a  complete  map  or  plat  of  its  lines,  showing  the  location  of  each  line,  the 
number    and  size  of  poles  and  wires  and  the  location  of  stations  on  rural 


Depreciation  and  Maintenance  Accounts — Cost  of  Construction. 

Held;  8.  That  all  telephone  companies  must  keep  their  books  in  such 
manner  as  to  show  the  items  charged  to  depreciation  and  to  maintenance 
and  also  the  cost  of  i 


Discount  for  Prompt  Pajtnent. 

Held:  9.  That  the  allowance  of  a  discount  for  prompt  payment  facilitates 
the  collection  of  rentals  and  that  provisions  tor  such  discounts  should  be 
permitted,  but  should  first  be  submitted  to  the  Commission  for  approval. 

Unit  of  Telephonic  Service — Exchange  Business  and  Toll  Business. 

Held:  10.  That  intercommunication  between  subscribers  within  the  unit 
of  telephonic  service  constituted  by  the  local  exchange  and  the  rural  lines 
connected  therewith  on  a  switching  basis,  is  properly  considered  as  ex- 
change business  and  the  rental  or  switching  tee  charged  should  include  free 
service  throughout  the  unit;  that  communication  between  two  units  or  ex< 
changes  is  properly  considered  as  toll  service  and  should  be  handled 
over  lines  with  which  no  other  instruments  are  connected,  but  that  serv- 
ice to  any  subscribers  connected  with  a  line  used  for  toll  service  is 
properly  considered  as  rural  line  or  exchange  business  rather  than  toll  busi- 

Free  Service  to  Municipalities  and  to  Companies'  Employees. 

Held:  II.  That  free  service  may  be  furnished  to  municipalities  for  pub- 
lic purposes  and  that  the  necessary  telephonic  service  may  be  furnished  to 
the  regular  officers  and  employees  of  telephone  companies  without  charge. 

Conditions  Precedent  to  Service. 
Held:  12.  That  the  ownership  of  stock  may  not  be  made  a  condition 
precedent  to  the  right  to  receive  telephonic  service  but  that  a  telephone 
company  may  require  payment  of  its  rates  in  advance,  compliance  with 
reasonable  rules,  proper  treatment  of  its  equipment,  and  the  use  of  proper 
language  over  its  lines  and  may  discontinue  service  for  breaches  of  these 
obligations. 

Obligation  to  Serve  All. 

Held:  13.  That  it  is  the  duty  of  telephone  companies,  as  common_carriers, 
to  provide  the  facilities  necessary  to  enable  them  to  serve  all  who  desire 
service  and  the  lack  of  equipment  is  not  sufficient  excuse  for  refusing  service. 
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Use  of  Subscriber'B  Telephone  by  N  on -subscriber. 

Held:    14,    That  the  subscriber,  his  family  and  immediate  employees  are 
entitled  to  use  the  instrument  subscribed  for,  but  that  non-sul»cribers  in 
general  should  not  be  allowed  the  use  of  it  without  charge. 
Allowance  tor  Interniption  of  Service. 

Held:  15.  That  it  is  the  duty  of  telephone  companies  to  make  proper 
repairs  within  the  shortest  possible  time  after  notice  of  trouble,  and  that 
when  the  telephone  remains  oul  of  service  for  any  considerable  length  of 
time,  the  subscriber  should  not  be  required  to  pay  rental   for  the  period 

"Visiting"  on  the  Line. 

Held:  16.  TTiat  Ihe  practice  of  "visiting"  over  the  telephone  should  be 
prohibited. 

Listening  on  the  Line. 

Held:  17.  That  service  should  be  refused  to  any  subscriber  who,  after 
proper  warning  does  not  desist  from  listetiing  on  the  line. 

Prosecution  for  Violation  of  Statute  or  Commission's  Orders. 

Held:  18.  That  Ihe  Commission  will  proceed  to  prosecute  any  telephone 
company  which  hereafter  fails  to  comply  with  the  provisions  of  the  statute 

or  with  any  of  the  Commission's  decisions,  rules  or  regulations.* 

Dbcision. 

For  some  time  prior  to  the  twenty-fourth  day  of  April, 
1913,  numerous  complaints,  both  oral  and  written,  had  W^w 
made  to  this  commission  and  to  the  individual  railroad  coin- 
missioners  that  there  was  no  uniformity  iu  the  conduct  of 
the  telephone  husiness  in  this  State,  and  that  different  prac- 
tices which  were  alleged  to  be  in  violation  of  law  were  in- 
dulged in  in  different  localities;  that  in  some  instances  dif- 
ferent rates  were  made  by  telephone  companies  for  stock- 
holders than  for  those  who  were  not  stockholders ;  that  some 
telephone  companies  were  exacting  extra  charges  for  tlie 
delivery  of  toll  messages  on  local  exchanges  and  rural  tele- 
phone lines  connected  therewith;  that  tliere  was  discrimiiia- 
tion  in  the  matter  of  switching  charges  and  connection  fet'K 
and  terminal  charges;  that  some  of  the  telephone  companies 
were  furnishing  free  telephone  instruments  and  telephone 
service  in  connection  therewith;  and  that  many  contract.-* 

♦Editor's  headnote. 
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and  agreemente  between  telephone  companies  were  not  in 
writing  and  consequently  were  not  on  file  in  the  ofSces  of  this 
commission  as  contemplated  l>y  the  telephone  law. 

After  a  careful  consideration  of  all  of  these  complaints, 
this  commission,  on  the  twenty-fourth  day  of  April,  11)13, 
made  an  order*  to  condnct,  of  its  own  volition,  an  investi- 
gation into  the  conduct  of  the  telephone  business  in  this 
State,  and  caused  a  notice  of  hearing  to  be  issued  and  served 
upon  all  of  the  telephone  companies  doing  business  in  this 
State,  calling  two  hearings  for  the  purposes  of  the  investiga- 
tion, one  to  be  held  at  the  clnb  rooms  of  the  Commercial 
Club  in  the  City  of  Mitchell,  commencing  on  the  seventeenth 
day  of  June  at  the  hour  of  ten  o'clock  in  the  forenoon,  and 
the  other  at  the  club  rooms  of  the  Commercial  Club  in  the 
City  of  Rapid  City,  commencing  on  the  twentieth  day  of 
June,  1913,  at  ten  o'clock  a.  m.,  and  in  such  notice  of  hearing 
set  down  for  consideration  the  following  subjects: 

1.  Discrimination  in  the  matter  of  charges  made  for 
telephone  service  to  stockholders  and  persons  who 
are  not  stockholders. 

2.  Extra  charges  exacted  for  delivering  toll  messages 
on  local  exchanges  and  rural  telephone  lines. 

3.  Discrimination  in  switching  charges  and  connection 
fees  and  terminal  charges. 

4.  Discrimination  in  furnishing  free  telephone  instm- 
ments  and  telephone  service  in  connection  therewith. 

5.  The  necessity  of  filing  all  schedules  of  rates,  and 
all  franchises  and  copies  of  all  contracts  or  agree- 
ments with  municipalities  and  telephone  companies, 
as  required  by  law. 

6 .  The  making  and  filing  of  annual  reports  of  telephone 
companies,  and  contents  thereof. 

7.  The  necessity  of  procuring  plats  and  maps  of  each 
telephone  system  in  the  State  for  the  information 
of  the  commission  and  telephone  companies. 

8.  The  proper  method  to  be  adopted  in  handling  the 
depreciation  account,  and  the  amounts  to  be  charged 
for  depreciation;  and 

■Printed  in  Commission  Leaflet  No.  18,  at  page  922.— E4 
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9.  The  feasibility  and  advisability  of  naming  and  es- 
tablishing a  rental  rate  allowing  for  a  discount 
if  the  rent  is  paid  on  or  before  a  certain  date,  and 
the  amount  to  be  allowed  for  such  discounL 

Tbe  bearing  at  Mitchell  was  held  before  Commissioners 
Robinson  and  Murpby,  with  Miss  Anna  M.  Wilson,  Court 
Reporter,  and  Assistant  Attorney-General  P.  W.  Doagberty 
examined  tbe  witnesses.  The  hearing  at  Rapid  City  was  held 
before  the  full  commission,  with  the  same  reporter  and 
counsel. 

As  the  result  of  the  bearings  and  the  testimony  of  numer- 
ous of  the  representatiTea  of  telephone  companies,  about 
135  telephone  companies  being  represented  at  the  Mitchell 
hearing  and  14  telephone  companies  at  the  Rapid  City  hear- 
ing, it  was  made  to  appear  that  there  were  numerous  viola- 
tions of  the  telephone  law  in  this  State  on  the  part  of  tbe 
telephone  companies  in  the  way  of  discriminations  and  other- 
wise; that  different  practices  were  indulged  in  in  different 
localities;  that  while  some  of  the  telephone  companies  com- 
plied with  the  full  letter  and  spirit  of  the  statute,  others 
did  not  seem  to  understand  its  provisions,  or,  at  least,  did 
not  comply  with  tbem.  For  the  purposes  of  this  decision,  the 
different  practices  will  be  discussed  in  tbe  order  set  forth 
in  the  notice  of  hearing. 

I. 

Notwithstanding  the  fact  that  this  commission  has  re- 
peatedly held  that  telephone  companies  must  make  the  same 
rates  to  all  subscribers  for  tbe  same  class  of  sen'ice,  and 
that  they  are  forbidden  by  law  to  make  different  rates  for 
stockholders  than  for  persons  who  are  not  stockholdei-s,  it 
conclusively  appeared  at  this  hearing  that  many  of  the  tele- 
phone companies  doing  business  in  this  State  have  been  anti 
still  are  indulging  in  this  violation  of  the  law.  On  pages  6, 
33,  50  and  65  of  the  book  of  opinions  from  the  office  of  tbe 
Attorney-General  of  this  State,  issued  by  this  commission 
on  August  1,  1912,  an  well  as  on  pages  824,  825  and  830  of 
tlie  Annual  Report  of  the  Attorney-General  for  the  years 
1911  and  1912,  appear  tbe  opinions  upon  this  subject,  whi(!l) 
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have  been  quite  generallj  furnislied  to  the  telephone  com- 
panies. 

Every  telephone  company  doing  business  in  this  State 
must  know  by  this  time  that  the  practice  of  favoring  their 
etookholders  by  lower  rates  than  are  charged  to  those  who 
are  not  stockholders  is  unlawful  and  unjust  discrimination 
under  the  act,  clearly  violative  of  the  provisions  of  Section 
10  and  Chapter  289  of  the  Laws  of  1909  as  amended  by 
Chapter  218  of  the  Laws  of  1911,  and  that  any  person  or 
telephone  company,  and  any  ofScer  or  agent  of  any  telephone 
company,  violating  the  provisions  of  that  section,  is  sub- 
ject upon  conviction  to  a  fine  of  not  to  exceed  $200. 

II. 

It  developed  at  the  hearing  that  while  some  telephone 
companies  were  complying  with  the  law  and  accepting  their 
proportion  of  the  terminal  fee  on  all  incoming  and  outgo- 
ing toll  messages,  other  telephone  companies  were  exacting 
an  extra  compensation  in  the  way  of  an  added  charge  to  the 
toll  fee  for  the  delivery  of  toll  messages  to  their  subscribers 
on  the  local  exchanges  as  well  as  to  subscribers  on  rural 
lines  operated  by  the  local  exchange,  and  to  subscribers  on 
rural  lines  not  operated  by  the  local  exchange  but  connected 
with  it  on  a  switching  basis.  In  several  instances  it  ap- 
peared that  charges  ranging  from  15  to  25  cents  per  mes- 
sage were  added  to  the  toll  fee  for  the  use  of  tlie  local  ex- 
change and  of  the  connecting  rural  lines;  that  when  toll 
messages  were  received  at  the  exchange  addressed  to  sub- 
scribers of  the  local  exchange  within  the  corporate  limits 
of  the  city,  tlfere  was  added  to  the  toll  messages  a  fee  in 
some  instances  of  15  cents,  in  others  20  cents,  while  in  others 
25  cents,  for  the  delivery  of  the  message  over  the  wires  of 
the  local  exchange  to  its  local  subscribers;  that  this  practice 
was  also  indulged  in  for  the  delivery  of  messages  addressed 
to  subscribers  on  the  rural  lines  operated  by  the  local  ex- 
change, as  well  as  messages  to  persons  who  were  subscribers 
on  other  rural  lines  having  a  switching  connection  with  the 
local  exchange.  This  practice  went  so  far  in  some  cases 
that  the  company  operating  the  local  exchange  pocketed 
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the  fee  collected  for  the  delivery  of  tlie  measages  to  subscrib- 
ers on  the  rural  lines  having  switcbiug  connections  with  it. 
In  other  words,  the  company  operating  the  rural  line  hav- 
ing switching  connections  with  the  local  exchange  never 
received  any  of  the  compensation  collected  by  the  local  ex- 
change for  the  delivery  of  the  toll  message  over  its  rural 
lines. 

It  will  readily  be  seen  that  this  is  a  pernicious  practice 
which  has  the  effect  of  making  a  different  rate  according 
to  the  direction  of  the  message.  For  instance,  a  person  at 
the  originating  end  of  a  toll  message,  where  the  toll  charge 
amounts  to  25  ceDts,  if  charged  an  added  compensation  for 
the  delivery  of  the  toll  message  over  the  lines  of  the  local 
exchange  and  its  connections,  may  be  compelled  in  some  jn- 
stances  to  pay  a  total  toll  fee  of  50  cents,  while  if  the  same 
message  originated  at  the  other  eud  of  the  line,  the  toll  fee 
would  only  be  25  cents,  as  there  wonld  be  no  added  charge  for 
the  delivery  of  the  message.  There  are  cases  within  the 
knowledge  of  this  commission  where  the  toll  fee  was  25  cents 
and  the  added  charge  was  15  cents  at  the  terminal  station. 
In  addition  to  the  charge  of  15  cents,  the  exchange  at  the 
terminating  station  retained  its  5  cent  terminal  fee,  and 
the  exchange  at  the  originating  station  would  be  entitled 
to  a  5  cent  terminal  fee,  so  that  the  division  of  the  fee  on 
this  basis  of  added  charges  for  delivering  the  toll  message 
would  be  as  follows:  To  the  initiating  exchange,  a  terminal 
fee  of  5  cents,  to  the  toll  line  company  15  cents,  to  the  ex- 
change at  destination  of  message  15  cents,  or  a  total  received 
by  terminal  exchange  of  20  cents. 

Section  6  of  the  telephone  law  provides  that  all  terminal 
fees  for  incoming  and  outgoing  toll  messages  shall  be  uni- 
form and  the  maximum  charge  on  each  incoming  or  outgoing 
toll  message  shall  not  exceed  5  cents  for  any  message  originat- 
ing or  terminating  in  South  Dakota,  unless  otherwise  or- 
dered by  the  Board  of  Kailroad  Commissioners.  Up  to  this 
time  no  order  has  ever  been  issued  by  the  Board  disturbing 
the  5  cent  terminal  fee  fixed  by  this  law,  although  there  is  a 
case  pending  before  the  Board  at  the  present  time  involving 
this  question.    This  statute  contemplates  that  there  shall  be 
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allowed  to  the  exchange  where  the  toll  message  originates 
a  terminal  fee  of  5  cents,  and  to  the  exchange  where  the  mes- 
sage terminates  another  terminal  fee  of  5  cents,  and  these 
two  terminal  fees  are  included  within  the  toll  charge.  On  a 
25  cent  fee  each  exchange  would  receive  o  cents  and  the  toll 
line  15  cents  for  the  services.  This  fee  having  heen  fixed 
bj  the  legislature,  It  la  presumed  to  be  reasonable  and  to 
afford  compensation  for  all  of  the  services  in  connection 
with  the  toll  message,  both  at  the  originating  and  the  ter- 
minating exchange,  as  well  as  for  the  service  of  delivering  a 
toll  message  over  a  rural  line  which  is  connected  with  a  local 
exchange,  whether  that  rural  line  be  owned  and  operated  by 
the  local  exchange  or  connected  with  It  on  a  switching  basis. 
We  have  a  statute  in  thla  State  authorizing  rural  telephone 
lines  to  become  bj  connection  on  a  switching  basis  a  part  of 
the  local  exchange,  and  it  is  the  opinion  of  this  commissiuii 
that  rural  telephone  lines  operated  by  local  exchanges,  on 
a  switching  basis,  together  with  the  local  exchange,  consti- 
tute a  single  unit  for  telephone  service,  and  that  in  the  de- 
liver; and  transmission  of  toll  messages  the  5  cent  terminal 
fee  on  all  incoming  and  outgoing  toll  messages  applies  as  a 
compensation  for  all  of  the  service  rendered  at  either  unit; 
that  is,  a  5  cent  terminal  fee  to  the  originating  unit,  and  a 
5  cent  terminal  fee  to  the  delivering  unit.  This  must  be  the 
rule,  or  the  charge  for  a  toll  message  will  vary  with  the 
direction  of  the  message.  A  subscriber  on  a  rural  line  con- 
nected with  a  local  exchange  on  a  switching  basis  should 
be  permitted  to  forward  from  his  residence  or  business  tele- 
phone instrument  a  toll  message  through  the  local  exchange 
with  which  he  is  connected  without  the  addition  of  an  extra 
charge  either  for  the  service  at  the  originating  exchanjit; 
or  at  the  exchange  where  the  message  terminates;  similarly 
any  person  desiring  to  transmit  a  toll  message  to  a  subscriber 
connected  to  a  local  exchange,  whether  he  Iw  a  RuhsLribec 
of  a  local  exchange  directly,  or  of  a  rural  line  operated  l;y 
a  local  exchange  on  a  switching  basis  for  the  same  toll  fee 
charged  for  the  sending  of  messages  in  the  reverse  dircftion. 
Until  some  order  is  made  by  this  Board  fixing  the  terminal 
fee  at  an  amount  different  from  that  named  in  the  statute, 
the  statutory  rate  of  5  cents  must  be  held  to  apply  to  all 
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services  on  incoming  and  outgoing  toll  messages.  In  other 
words,  the  exchange  at  the  point  where  the  message  origi- 
nates should  hare  for  its  services  5  cents,  and  for  the  service 
of  delivering  the  message  at  the  exchange  where  it  terminates 
there  should  be  a  compensation  of  5  cents  and  no  more.  In 
this  connection  the  attention  of  each  telephone  company  do- 
ing business  in  this  State  is  directed  to  Section  13  of  the 
telephone  law  which  prescribes  a  penalty  for  the  violation 
of  the  provisions  of  the  act  where  no  other  penalty  is  pro- 
vided, and  which  reads  as  folli>ws,  to  wit: 

"Every  owner  or  operator  of  a.  telephone  line  and  any  officer  or  agent 
of  any  telephone  company,  as  d^ned  \a  Section  1  of  this  Act,  who  shall 
violate,  neglect,  fail  or  refuse  to  comply  with  any  provision  of  this  Act, 
or  who  shall  violate,  neglect,  fail  or  refuse  to  comply  with  any  lawful  order, 
rule  or  regulation  of  the  Board  of  Railroad  Comtnissioners  of  this  State, 
shall,  upon  conviction  thereof,  be  punished  by  a  hne  of  not  less  than  two 
hundred  ($200)  dollars,  nor  more  than  one  thousand  ($1,000)  dollars  in  the 
discretion  of  the  court." 

All  teleplione  companies  indulging  in  this  practice  of  mak- 
ing an  added  cliai-ge  for  the  delivery  of  toll  messages  are 
hereby  admonished  to  desist  from  that  practice  immediately. 

IIL 

It  developed  at  tlie  bearing,  and  was  within  the  knowledge 
of  the  Board  before  the  hearing,  that  some  rural  telephone 
lines  are  coniw'cted  with  local  exchanges  on  the  basis  of 
the  switching  fee  provided  by  the  statute,  viz. :  25  cents  per 
month  for  each  telephone  instrument;  while  in  other  cases  a 
fee  of  5  cents  per  message  is  charged,  and  it  was  urged  at 
the  hearing  tliat  one  of  the  reasons  which  contributed  to 
the  establishing  of  the  5  cent  switching  fee  for  each  mes- 
sage was  the  fact  that  some  persons  used  their  connection 
with  the  local  exchange  but  little,  and  it  was  thought  the 
monthly  charge  would  not  amount  to  25  cents,  and  it  was 
stated  that  in  some  instances  on  the  same  line  some  sub- 
scribers were  having  connections  with  the  local  exchange  on 
the  basis  of  a  switching  fee  of  25  cents  per  month,  while  still 
other  subscribers  were  on  the  5  cent  basis. 

It  is  also  within  the  Itnowledge  of  the  Board  from  its  ex- 
amination of  the  annual  reports  of  telephone  companies,  as 
well  as  from  evidence  introduced  at  this  and  other  hearings 
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that  in  some  localities  different  rates  are  paid  for  switch- 
ing serrice.  In  some  instances  there  are  charges  of  f  2.00, 
in  others,  (3.00,  and  in  other  instances  cliarges  of  $4.00, 
95.00,  17.00,  19.00,  and  in  one  instance,  $30  per  month  for 
switching  service.  These  rates  do  not  appear  to  be  estab- 
lished on  any  charge  made  for  the  number  of  instruments 
switched,  but  are  simply  the  amounts  agreed  upon  between 
the  companies  which  shall  be  paid  for  the  switching  service. 
In  many  instances,  some  rural  lines  are  favored  and  granted 
much  lower  rates  than  other  lines,  and  the  reason  therefor 
does  not  sufficiently  appear,  except  that  there  may  be  a  de- 
sire to  discriminate  or  make  more  favorable  rates  in  favor 
of  these  particular  rural  telephones.  In  other  instances 
some  of  the  companies  apply  on  switching  service  the  ter- 
minal fee  fixed  by  statute  for  all  outgoing  and  incoming 
toU  messages.  It  is  practically  impossible  to  police  any  such 
method  of  transacting  the  switching  business,  but  in  some 
instances  within  the  knowledge  of  the  commission  where  a 
fee  of  5  cents  is  charged  on  each  message,  the  total  charge 
per  month  has  amounted  to  more  than  the  maximum  25 
cents  switching  fee  fixed  by  statute.  In  other  words,  some 
subscribers,  by  making  arrangements  for  a  switching  con- 
nection with  a  local  exchange  on  the  basis  of  5  cents  a  mes- 
sage, have  been  deluding  themselves  into  the  belief  that 
thereby  they  were  saving  money,  whereas,  as  a  matter  of 
fact,  the  number  of  messages  transmitted  through  the  local 
exchange  has  exceeded  five  per  month,  and  by  the  number 
of  messages  which  have  exceeded  five  per  month  they  have 
paid  just  that  much  in  excess  of  the  25  cent  switching  fee. 
Our  statute  contemplates  the  establishment  of  a  switching 
fee  on  the  basis  of  a  flat  fee  for  each  instrument  connected 
with  the  line,  the  same  fee  to  be  adopted  and  charged  for 
each  instrument  on  the  line.  The  law  fixes  the  maximum 
switching  fee  at  25  cents  for  each  telephone  instrument  on 
each  mral  telephone  line  so  connected.  The  statute  does 
not  say  that  the  fee  must  be  25  cents,  but  provides  that  it 
shall  not  exceed  25  cents  for  each  telephone  instrument  The 
practice  of  charging  a  terminal  fee  on  incoming  and  out- 
going toll  messages  for  the  switching  service  must  be  dis- 
continued as  must  also  the  practice  of  charging  a  fee  of  5 
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cents  per  message  for  switching  service.  The  establishmout 
of  rates  as  herein  specified,  in  some  instances  (2.00,  and  in 
others  rates  of  f3.00,  ¥5.00,  |7.00,  $9.00  and  $30.00,  avbi- 
trarily,  as  to  the  amount  to  be  paid  by  a  rural  telephone  com- 
pany to  a  local  exchange  for  switching  service  must  be  dis- 
continued, and  all  telephone  companies  must  comply  with 
the  provisions  of  Section  8  of  the  telephone  law  which  pro- 
vides that  the  maximum  charge  for  switching  service  shall 
not  exceed  25  cents  per  month  for  each  instrument  on  any 
rural  party  line  connected  to  a  local  exchange. 

IV. 

It  was  made  to  appear  at  the  hearing  that  in  many  in- 
stances telephone  companies  were  furnishing  free  telephone 
instruments  and  telephone  service  to  the  railroad  companies 
at  their  local  stations.  The  telephone  instrument  was  orig- 
inally put  in  for  the  accommodation  of  the  patrons  of  the 
telephone  company,  but  the  result  of  establishing  a  tele- 
phone in  the  station  of  any  railway  company  was  its  use 
by  the  station  agent  and  other  employees  of  the  company, 
and  also  the  railway  company,  for  the  transaction  of  its 
business.  The  anti-pass  law  of  this  State  absolutely  pro- 
hibits the  furnishing  of  free  telephone  instruments  and  fre<> 
telephone  service,  and  it  is  also  forbidden  by  the  plaiu  terms 
of  the  telephone  law.  .  Ludicrous  attempts  have  been  made 
to  circumvent  the  plain  provisions  of  the  statutes,  such  as, 
for  instance,  the  renting  of  wall  space  on  the  walls  of  a  rail- 
road station  at  a  rent  equivalent  to  the  rent  collected  for  the 
use  of  a  telephone  instrument,  and  in  this  way  affording 
the  railroad  company  a  telephone  Instrument  and  telephone 
service  free  of  charge. 

While  it  is  true  that  it  would  be  an  accommodation  to  the 
public  to  be  permitted  to  telephone  to  the  stations  inquiring 
about  the  arrival  and  departure  of  trains  and  the  arrival  of 
freight  and  cars,  it  is  also  true  that  our  statutes  forbid  the 
furnishing  of  this  service  free  of  charge  to  the  railway  com- 
pany and  its  employees,  and  as  a  consequence,  the  same  rates 
must  be  charged  to  railway  companies  and  their  employoew 
as  to  other  subscribei-s  for  the  same  class  of  service. 
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V. 

It  was  disclosed  at  the  bearing  tliat  a  number  yf  the  tele- 
phone companies  in  this  State  have  oral  agreementH  witii 
otber  teleplione  companies  doing  business  iu  tbe  same  lo- 
cality, and  charge  some  rates  which  have  not  been  tiled  witii 
the  iJoard  of  Railroad  Commissioners. 

Our  statute  requires  all  rates  of  every  kind,  and  all  con- 
tracts, agreements  and  franchises,  to  be  filed  in  the  ollice 
of  tbe  Board  of  Kailroad  Commissioners.  If  the  coulractN 
are  to  be  filed  as  required  by  the  statute,  then  they  must  be 
in  writing  or  it  will  be  impossible  to  file  them,  it  follows 
as  a  consequence  that  all  agreements  and  contracts  of  every 
kind  between  telephone  companies  and  every  person,  firm  or 
corporation  or  municipality,  in  any  manner  affecting  ttiu 
conduct  of  the  telephone  business,  must  be  in  writing  and 
filed.  Every  telephone  company  doing  business  in  tliis  ^tate 
is  therefore  hereby  notified  and  required  to  put  all  coutracta 
and  agreements  of  any  and  every  kind  into  writing,  and  to 
file  certified  copies  of  such  contracts  and  agreements,  as 
well  as  copies  of  all  rates  and  all  franchises  and  ordinances, 
with  the  secretary  of  the  commission.  A  failure  to  comply 
with  the  provisions  of  the  section  requiring  these  filings  sub- 
jects any  telephone  company  and  any  officer  or  agent  of  any 
telephone  company  violating,  neglecting,  failing  or  refus- 
ing to  make  such  filings  to  a  fine  of  not  less  than  $200  nor 
more  than  $1,000. 

VL 

Many  of  the  telephone  companies  doing  business  in  this 
State  fail  to  observe  those  provisions  of  the  statute  with 
reference  to  the  annual  reports  to  be  made  out  by  them. 
An  examination  of  the  reports  on  file  in  the  office  of  this 
commission  discloses  the  fact  that  many  of  tbe  teleplione  com- 
panies are  indifferent  in  the  matter  of  making  out  these 
reports.  Some  of  them  make  notations  on  the  blanks  that 
they  have  no  data  from  which  to  make  out  the  report;  others 
fill  in  a  partial  list  of  the  stockholders;  while  still  others 
fail  to  observe  other  provisions,  and  fail  to  fill  out  and  fur- 
nish to  the  commission  the  information  called  for  iu  the 
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blanks  sent  to  them  upon  wtiich  to  make  out  their  annual 
reports. 

It  is  the  absolute  dut^  of  a  telephone  companj  to  make 
the  annual  reports  required  by  the  Board  of  Railroad  Com- 
missioners and  to  furnish  all  of  the  information  called  for  in 
such  reports,  as  it  is  also  their  duty  to  keep  such  books  and 
data  as  may  enable  them  to  furnish  the  information  called 
for.  It  is  not  a  sufficient  answer  for  a  telephone  company, 
its  officer  or  agent,  to  return  the  blank  with  the  statement 
that  they  have  not  sufficient  data  from  which  to  make  the 
report.  It  is  their  duty  to  make  it,  and  it  is  their  absolute 
duty  to  compile  the  data  from  which  the  report  is  to  be  made. 
Every  question  asked  in  the  annual  report  should  be  an- 
swered fully  and  frankly.  These  reports  are  for  the  informa- 
tion of  the  Board,  and  unless  filled  out  intelligently  are  of 
no  use  whatever. 

VII. 

In  many  investigations  which  have  been  conducted  by  this 
commission  in  the  telephone  business,  it  has  found  the  tele- 
phone companies  woefully  deficient  in  the  matter  of  fur- 
nishing information  to  the  Board.  Some  of  them  had  no 
plat  of  their  lines  whatever,  and  others  furnished  informa- 
tion to  the  Board  claiming  they  had  lines  constructed  of 
certain  designated  length  of  poles  and  of  certain  wire,  where, 
after  investigation,  the  commission  found  this  information 
to  be  wholly  incorrect.  In  other  words,  no  sufficient  plat 
has  ever  been  maintained  by  many  of  the  telephone  compa- 
nies to  furnish  the  information  either  to  the  companies  or 
to  the  Board  showing  the  location  of  their  lines,  the  loca- 
tion and  size  of  their  poles,  and  the  location  of  their  stations. 
This  Board  may  at  some  future  time  order  all  telephone 
companies  to  file  such  plats  in  its  office,  but  at  the  present 
time  will  content  itself  by  requiring  every  telephone  company 
doing  business  in  this  State  to  prepare  and  keep  on  file  in  its 
office  a  complete  map  or  plat  of  its  lines,  showing  the  loca- 
tion of  each  line  and  the  number  and  size  of  poles  and  wires, 
and  as  to  rural  lines,  of  the  location  of  each  station.  Tliese 
maps  or  plats  should  be  kept  up  to  date  in  everj'  respect 
for  the  information  of  the  Board  if  required. 


D,D-,..dbv  Google 


Investigation  into  Ieebgdlahities  and  Discriminations.  987 

VIII. 

No  general  rule  can  be  laid  dowu  for  tbe  handling  of  a 
depreciation  account,  ia  so  far  as  the  amount  to  be  allowed 
for  depreciation  is  concerned.  It  is  too  well  settled  to  re- 
quire citation  of  authority  that  all  telephone  companies 
should  be  compelled  to  maintain  depreciation  accounts.  At 
the  present  time  the  Board  has  under  consideration  tbe  prep- 
aration of  an  accounting  system  for  the  smaller  telephone 
companies  doing  business  in  this  State.  Such  a  system  will 
not  be  necessary  for  the  larger  telephone  companies  because  of 
the  fact  that  they  all  engage  in  interstate  business  and  are  re- 
quired to  keep  their  books  in  conformity  with  the  accounting 
system  promulgated  by  tbe  Interstate  Commerce  Commis- 
sion. Until  such  accounting  system  is  promulgated  by  this 
commission,  all  telephone  companies  ai-e  required  to  keep 
their  books  of  accounts  in  such  manner  as  to  show  the  items 
which  are  charged  to  depreciation,  and  items  charged  to 
maintenance,  as  well  as  the  cost  of  new  construction,  and 
to  have  their  vouchers  upon  which  the  charges  to  these  ac- 
counts are  based  in  such  form  as  to  be  readily  accessible  to 
the  commission  and  easily  understandable, 

IX. 

Upon  the  question  as  to  the  advisability  of  authorizing 
telephone  companies  to  quote  a  rate  from  which  a  discount 
should  be  made  if  paid  on  or  before  a  certain  date,  this  com- 
mission is  of  the  opinion  that  the  naming  of  such  rates  fa- 
cilitates the  collection  of  telephone  rents,  and  that  telephone 
companies  should  be  permitted  to  quote  a  rate  from  which 
a  certain  discount  may  be  allowed  if  the  rate  is  paid  on  or 
before  a  certain  date.  For  instance,  if  the  rate  is  paid  on 
or  before  the  tenth  of  the  month,  or  some  other  date  to  be 
fixed  in  the  schedule,  this  discount  is  to  be  allowed,  otherwise 
the  full  rate  named  in  the  schedule  to  be  collected.  In  all 
cases  where  such  a  rate  is  collected,  it  will  be  necessary  that 
it  be  first  submitted  to  and  approved  by  this  commission. 

At  these  hearings  many  questions  came  up  for  considera- 
tion which  were  not  set  down  in  the  notice,  and  some  ques- 
tions have  been  brought  to  the  attention  of  this  Board  since 
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tlie  holding  of  tliese  hearings  which  are  proper  matters  for 
consideration  and  upon  which  tlie  commission  should  ''> 
press  an  opinion  for  the  benefit  and  information  of  the  teltr 
phone  companies  doing  business  in  this  State.  As  hereto- 
fore stated  in  the  course  of  this  decision,  this  commiegion 
is  of  the  opinion  that  each  telephone  exchange  and  all  lines 
operated  by  it  in  connection  therewith,  as  well  as  all  lines 
connected  with  it  on  a  switching  basis,  constitute  a  unit  for 
telephone  service.  All  telephone  subscribers  connected  with 
this  local  exchange  are,  under  the  arrangements  provided 
for  bj  our  statute,  permitted  to  freely  interchange  communi- 
cation through  the  medium  of  a  local  exchange.  In  other 
words,  all  subscribers  are  permitted  to  converse  with  all 
other  subscribers  to  a  local  exchange  upon  the  payment  of 
their  telephone  rent,  and,  in  case  of  the  connecting  com- 
panies, of  the  switching  fees  provided  by  law.  Rural  tele- 
phone companies  not  operated  by  the  local  exchange  are, 
under  our  statute,  upon  Iteing  connected  with  the  local  ex- 
change, and  payment  of  the  switching  fee,  made  a  part  of 
such  exchange,  so  that  the^  patrons  of  such  connecting  rural 
lines  are  permitted  to  talk  without  any  additional  charge 
to  all  other  patrons  connected  with  the  local  exchange,  and 
all  other  patrons  who  are  subscribers  of  or  i-onnected  with 
the  local  exchange  are  permitted  to  talk  to  tlie  subsorilwrs 
of  such  connecting  rural  line  without  the  exaction  of  any 
additional  charge.  In  other  words,  a  local  exchange  and  all 
of  its  connecting  lines,  whether  owned  and  operated  by  it 
or  connected  with  it  on  a  switching  basis,  constitute  a  tele- 
phone unit  and  are  permitted  to  talk  with  eacli  other  without 
any  extra  charge. 

Some  question  has  arisen  as  to  what  should  l>e  considered 
exchange  business  and  what  should  be  considered  toll  busi- 
ness. The  intercommunication  between  subscribers  of  a  local 
exchaiige  and  its  connecting  lines  is  properly  considered  as* 
exchange  business,  whereas,  when  there  is  communication 
over  a  line  between  two  exchanges  or  units,  this  is  properly 
considered  as  toll  business.  Toll  business  or  toll  messages 
should  properly  be  transmitted  over  lines  to  which  no  other 
telephone  instruments  are  attached.     If  these  rules  are  oli- 
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served,  the  distinction  between  toll  busioesa  and  exchange 
business  is  quite  plain.  The  toll  line  was  opiginallj  installed 
and  adopted  for  the  transmission  of  messages  between  points 
at  Home  distance  from  each  other,  and  if  this  same  rule  is 
applied,  it  will  readily  be  seen  that  toll  messages  are  those 
which  are  transmitted  between  telephone  units  or  telephone 
exchanges. 

In  some  instances  in  this  State  it  has  come  to  the  knowl- 
edge of  this  commission  that  telephone  lines  have  been  con- 
structed between  exchanges  and  then  persons  desiring  tele- 
phone service  have  been  connected  with  this  line,  and  at- 
tempts have  been  made  to  render  toll  service  over  such  lines. 
In  the  opinion  of  this  commission  this  does  not  properly  con- 
stitute toll  service  and  is  nothing  more  nor  less  than  rural 
party  line  service.  In  order  to  properly  furnish  toll  serv- 
ice between  exchanges,  no  telephone  instruments  wliatever 
sh.ould  be  connected  with  the  lines  over  which  these  messages 
are  transmitted. 

In  what  has  been  said  of  the  preceding  part  of  this  de- 
cision with  reference  tii  the  furnishing  of  free  telephone 
service  to  railway  companies,  their  station  agents  and  other 
employees,  it  must  not  be  understood  that  this  commission 
is  of  the  opinion  that  it  is  unlawful  to  furnish  free  tele- 
phones to  cities  in  connection  with  their  waterworks  sta- 
tions. Are  engine  houses  and  similar  public  purposes,  for  this 
commission  is  of  the  opinion  that  it  is  entirely  proper  and 
not  a  discrimination  under  the  statutes  to  furnish  a  tele- 
phone instrument  in  a  waterworks  plant  or  fire  engine  house 
for  the  municipality  for  the  protection  of  the  public  gen- 
erally nor  is  it  intended  to  prohibit  the  furnishing  of  nec- 
essary telephone  service  to  the  regular  employees  and  officers 
of  telephone  companies. 

One  of  the  matters  which  was  urged  upon  the  attention 
of  this  commission  in  the  coarse  of  the  hearings  at  Mitcliell 
and  Rapid  City  was  what  appeared  to  be  an  effort  upon  the 
part  of  some  companies  to  compel  all  persona  who  desired 
to  become  subscribers,  also  to  become  stockholders  in  the 
company,  on  the  apparent  theory  that  telephone  service  would 
be  refused  unless  the  intending  patron  became  a  stockholder 
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in  the  companj.  ^Neither  under  our  statute  nor  at  commtm 
law  may  a  telephone  company  impose  as  one  of  the  conditions 
of  furnishing  telephone  service  that  the  intending  subserilw 
shall  purchase  stock  in  the  company.  A  telephone  company 
may  require  the  payment  of  its  telephone  rents  in  advame. 
and  that  a  subscriber  shall  comply  with  its  reasonable  rules. 
take  the  proper  care  of  its  telephone  equipment  placed  \a 
his  custody,  and  converse  over  its  lines  in  proper  and  de- 
corous language,  and  for  breaches  of  these  obligations  may 
refuse  telephoiie  service.  It  may  not,  however,  as  a  con- 
dition to  furnishing  telephone  service,  insist  that  an  iatend- 
ing  patron  shall  purchase  stock  in  the  company.  The  men' 
statement  of  the  proposition  advanced  by  the  telephoue  com- 
pany, to  impose  as  a  condition  of  furnishing  telephone  serv- 
ice that  the  proposed  subscriber  must  become  a  stockholder 
in  the  company,  contains  its  own  refutation.  If  one  tele- 
phone company  may  do  this,  then  all  telephone  companies 
may  impose  a  like  condition,  and  the  result  would  soon  If, 
under  such  a  rule,  that  every  telephone  company  would  re- 
quire every  patron  to  become  a  stockholder  in  the  company. 
Such  a  practice  cannot  be  permitted  and  most  be  immedi- 
ately discontinued. 

Another  question  which  presented  itself  was  as  to  whi'ii 
and  under  what  conditions  a  telephone  company  could  V' 
compelled  to  furnish  telephone  service.  Under  our  statuiw 
a  telephone  company  is  a  common  carrier,  and  when  it  ontv 
engages  in  the  business  of  serving  the  public,  must  treat 
everyone  alike  and  at  the  same  rates.  The  facts  in  each  ca*"* 
where  an  attempt  is  made  to  force  a  telephone  company  t" 
furnish  telephone  service  may  be  somewhat  different,  hm 
generally  the  rule  is  that  a  public  service  corporation  must 
treat  all  of  the  body  politic  known  as  "the  public"  alike.  I' 
must  be  in  position  to  furnish  service  to  all,  and  it  is  not  a 
sufficient  answer  t«  say  that  it  has  not  the  equipment,  becanse- 
having  engaged  in  the  business,  it  is  its  duty  to  furnish  tlH- 
equipment 

Some  of  the  friction  between  telephone  companie.<(  and  tkir 
subscribers  is  brought  about  by  the  fact  that  the  suhwri'"" 
attempts  to  use  the  telephone  instrument  rented  by  him  'I't 
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the  accommodation  of  persons  other  than  himself,  his  family, 
or,  in  case  of  a  business  'phone,  his  employees.  By  becoming 
a  subscriber  to  a  business  telephone  and  having  an  instru- 
ment installed  in  his  place  of  business,  a  subscriber  becomes 
entitled,  upon  the  payment  of  his  rent  and  the  observance  of 
the  reasonable  rules  of  the  company  as  to  the  proper  care 
of  its  equipment  and  courteous  treatment  of  its  operators, 
to  use  the  telephone  not  ouly  personally,  but  to  have  it  used 
by  the  employees  in  his  place  of  business.  He  does  not,  how- 
ever, acquire  the  right  to  permit  the  public  to  use  the  tele- 
phone instrument  without  charge.  Where  a  non-subscriber 
conducts  a  conversation  over  a  telephone  line  from  a  sub- 
scriber's station  or  instrument,  a  charge  may  be  made  by  the 
telephone  company  to  the  subscriber  for  that  conversation. 
In  other  words,  if  a  subscriber  permits  a  non-subscriber  to 
use  his  telephone  instrument,  then  the  non-subscriber  should 
pay  for  the  service.  The  fee  should  be  paid  by  him  to  the 
subscriber  and  the  charge  for  the  message  paid  by  the  sub- 
scriber to  the  telephone  company.  Much  confusion  and  dis- 
satisfaction has  resulted  because  of  th<j  fact  that  subscribers 
of  telephone  companies  have  entertained  the  idea  that  sub- 
scribers, their  customers  and  friends  were  entitled  to  the  in- 
discriminate use  of  their  telephone  instruments  free  of  charge. 

The  same  rule  applies  to  residence  and  farm  line  'pliones. 
The  subscriber  and  his  family  and  immediate  employees  nre 
entitled  to  its  use,  but  persons  who  are  not  subscribers  to 
the  company  should  pay  for  transmitting  telephone  messages 
from  such  stations. 

Much  unnecessary  trouble  and  friction  between  telephone 
companies  and  their  subscribers  has  arisen  from  the  fact 
that  in  some  instances  the  telephone  companies  and  their 
employees  have  not  been  courteous  in  their  treatment  of  tlie 
public,  and  in  other  cases  the  public  has  not  been  courteous 
in  its  treatment  of  the  telephone  companies  and  particularly 
of  the  operators.  A  telephone  company  owes  a  duty  to  the 
public  to  furnish  efficient  service  at  all  times.  It  is  a  well 
recognized  fact,  however,  that  at  times  any  telephone  sys- 
tem, DO  matter  how  well  constructed  may  become  tempora- 
rily out  of  order.    The  subscribers  in  such  cases  should  im- 
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mediately  call  these  matters  to  the  attention  of  the  company, 
and  it  then  becomes  the  duty  of  the  company  to  immediately 
and  within  the  shortest  time  possible  consistent  with  good 
workmanship,  make  the  proper  repairs  and  pat  the  lin^  in 
condition.  In  some  cases,  and  particularly  with  some  of  the 
companies  having  rural  lines,  It  has  occurred  that  portions 
of  the  lines  and  some  of  the  telephone  instruments  hare  been 
permitted  to  remain  in  a  etate  of  disrepair  for  some  period 
of  time  after  the  company  knew  of  the  break,  without  auy 
apparent  effort  upon  the  part  of  the  company  to  put  the  lines 
in  proper  condition.  Where  a  company  permits  a  line  to 
remain  out  of  repair  for  any  considerable  period  of  time,  it 
is  a  serious  question  if  it  is  entitled  to  collect  rent  for  its 
service  over  tlie  particular  line.  In  some  cases  which  hare 
come  under  the  observation  of  this  commission,  rural  lines 
have  been  permitted  to  be  out  of  repair  for  from  one  to  two 
weeks,  and  it  is  the  opinion  of  this  Commission  that  in  such 
instances  the  subscribers  should  not  be  required  to  pay  rent 
for  the  period  of  disuse.  This  Commission  intends  to  ex- 
act from  the  telephone  companies  the  highest  type  of  serv- 
ice which  can  he  rendered  to  the  public,  and  considers  it  tlie 
duty  of  a  telephone  company  to  maintain  its  lines  and  in- 
struments in  efficient  service  constantly. 

On  the  other  hand,  the  telephone  company,  it.s  operators 
and  employees,  are  entitled  to  courteous  treatment  from  the 
pablic.  In  many  cases  auhsLTibers  remove  their  receivers 
from  the  hooks  and  omit  to  put  them  back  when  the  conver- 
sation is  ended,  and  the  result  is  inefficient  service  againsf 
which  the  subscriber  makes  complaint,  when,  as  a  matter  of 
fact,  the  inefficient  service  is  the  result  of  his  own  miscon- 
duct. The  equipment  placed  in  the  possession  of  a  sub- 
scriber by  a  teleplione  company  should  he  properly  cared  f'lr, 
and  in  the  iise  of  the  telephone  the  patnm  should  lie  courte- 
ous in  his  treatment  of  the  operators  and  carefully  avoid  the 
use  of  improper  language. 

Many  complaints  against  inefficient  service  result  from  an 
improper  use  of  the  telephone,  in  that  many  persons  during 
the  busy  hours  of  the  day  use  the  telephone  as  a  means  of 
visiting.     Visiting  over  the  telephone  should  be  absolutely 


,..,.,Xah")j^[c 


Investigation  into  Trbegiii-abities  and  Discriminations.  993 

prohibited.  The  telephone  was  not  originated,  nor  is  it  in- 
stalled, for  the  pnrpose  of  enabling  persons  to  visit  over  the 
line,  and  when  a  subscriber  holds  a  line  for  five,  and  in  some 
cases  as 'high  as  fifteen  minutes,  for  the  purpose  of  visiting 
vith  some  friend,  he  thereby  causes  great  annoyance  and 
inconvenience  to  all  otber  subscribers  who  wish  to  use  the 
same  line.    This  practice  should  be  absolutely  discontinued. 

Another  pernicious  habit  is  that  of  listening  in  on  party 
lines;  some  subscribers  of  telephone  instruments  connected 
with  party  lines  take  the  receiver  off  the  hook  and  listen  to 
the  conversation  held  by  other  subscribers;  telephone  sub- 
scribers engaged  in  this  practice  should  be  warned  to  dis- 
continue it.  If,  after  such  warning  has  been  given,  the  prac- 
tice is  not  immediately  discontinued,  the  telephone  company 
should,  by  the  process  of  elimination,  trace  this  misconduct 
*o  the  telephone  instrument  at  which  it  occurred,  and  this 
Commission,  upon  proof  that  there  has  been  listening  in  at 
this  instrument,  and  it  has  not  been  discontinued  after  notice 
to  desist,  wil!  consider  it  sufficient  cause  for  the  removal  of 
the  telephone  instrument  and  the  refusal  of  telephone  serv- 
ice. 

Some  of  the  complaints  which  have  been  made  to  the  com- 
mission involve  rates  charged  by  local  exchanges  for  con- 
versations or  telephone  messages  over  the  lines  of  the  local 
company  where  it  operates  two  exchanges  and  has  lines  con- 
necting both  exchanges.  It  appears  that  in  some  communi- 
ties in  this  State  there  are  telephone  companies  which  nper 
ate  quite  extensively  and  have  more  than  one,  and  in  some 
cases  more  than  two,  exchanges,  and  a  service  somewhat  akin 
to  toll  service  is  furnished  to  their  subscribers  over  the  lin«^ 
which  connect  with  different  exchanges.  Complaints  have 
been  made  that  for  this  kind  of  service  these  companies  are 
exacting  rates  on  the  basis  of  rates  charged  for  long  distance 
toll  messages.  No  formal  complaint  has  yet  been  filed,  and 
consequently  no  determination  has  been  actually  made  by 
this  commission  up  to  the  present  time,  but  when  such  con- 
ditions arise  and  a  formal  complaint  is  filed,  this  commis- 
sion will  enter  upon  a  thorough  investigation  and  fix  reason- 
able rates  for  this  class  of  service. 
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Inasmuch  as  this  iiivestigatioa  has  uot  been  based  npon  a 
specific  complaint  against  any  particular  company,  and  tk 
practices  of  no  particular  company  are  on  trial,  and  Uie  in- 
vestigation has  merely  been  held  for  the  purpose  of  promiJ- 
gating  the  rulings  of  this  commission  on  the  questions  which 
have  been  under  consideration  in  order  that  telephone  com- 
panies and  the  general  public  may  be  advised  of  the  attitude 
of  this  commission,  no  specific  order  will  be  made,  bnt  all 
telephone  companies  as  well  as  the  public  generally  will  t* 
expected  to  observe  the  rulings  made  in  the  course  of  this 
decision,  and  telephone  companies  particularly  will  be  re- 
quired to  adhere  to  the  rules  laid  down.  If  the  regulation 
of  telephone  companies  in  this  state  Is  to  be  a  aaccess,  it  most 
be  placed  upon  some  uniform  basis,  and  uniformity,  in  so  fir 
as  there  may  be  uniformity,  must  be  had.  The  same  rules 
and  practices  must  be  observed  by  all  companies  alike.  There 
can  be  no  general  rules  applicable  to  some  and  not  appli- 
cable to  other  companies.  All  telephone  companies  must 
be  governed  alike.  When  this  is  thoroughly  understood  by 
the  public  and  the  companies  themselves,  and  the  methods 
of  business  changed  to  harmonize  with  the  decisions  of  tlii'^ 
commission,  it  will  be  found  that  not  only  the  puWie  '"'' 
the  companies  themselves  will  be  greatly  tienefited  and  tliai 
more  efficient  telephone  service  will  be  the  result. 

The  first  telephone  law  in  this  state  was  Chapter  2.30  "f 
the  Session  Laws  of  South  Dakota  for  the  year  1907,  wlii''' 
created  a  Board  of  Telephone  Commissioners,  consisting' 'f 
the  State  Treasurer,  State  Auditor  and  State  Telephone  In 
spector,  to  be  appointed  by  the  Governor.  At  the  sessi"" "' 
the  legislature  held  in  1909,  there  was  passed  Chapter  i<' 
of  the  Session  Laws  of  that  year,  which  conferred  the  po*i'> 
given  by  the  laws  of  1907  upon  tlie  Board  of  Railroad  Coi" 
missioners,  and  in  some  particulars  enlarged  upon  tliedulii'' 
of  the  Board.  This  statute  was  amended  in  1911,  and  tl.' 
effect  of  the  1911  amendments  was  to  charge  officers  ami 
agents  of  the  telephone  companies,  as  well  as  the  compani^ 
thpniselve.s,  with  responsibility  for  the  violation  of  the  -K 
It  will  therefore  be  seen  that  a  telephone  law,  practically 
as  it  now  stands  on  the  books,  has  been  in  force  in  thisSta'' 


Investigation  into  Irbegularities  and  Disceiminations.  995 

since  Julj  1,  1907,  or  six  jears,  and  many  of  the  telephone 
companies  dolug  business  in  this  State  apparently  have  paid 
no  attention  whatsoever  to  the  provisions  of  that  law  and 
have  continued  to  violate  it  in  every  manner  possible.  Under 
the  provisions  of  the  sections  amended  in  Chapter  207  of  the 
Session  Laws  of  1911,  it  is  made  the  duty  of  the  Board  of 
Railroad  CommissionerB  of  the  State  of  South  Dakota  to 

"inquire  into  any  neglect  or  violation  of  the  laws  of  this  State  by  any 
common  carrier  doing  business  therein  or  by  the  officers,  agents  or  em- 
ployees thereof." 

Under  the  provisions  of  Section  13  of  the  telephone  laws, 
every  owner  or  operator  of  a  telephone  line  or  any  officer 
Ox  agent  of  any  telephone  company  violating,  neglecting, 
failing  or  refusing  to  comply  with  the  provisions  of  the  Act 
or  to  any  rule  or  regulation  of  the  Board  of  Railroad  Com- 
missioners, is  liable  upon  conviction  to  a  fine  of  not  less  than 
|200  nor  more  than  fl,000.  Under  the  general  statute 
known  as  Chapter  307  of  the  Laws  of  1911,  it  is  made  the 
duty  of  the  Board  of  Railroad  Commissioners  to  institute 
criminal  prosecution  for  the  violation  of  the  provisions  or 
the  laws  of  this  State  over  which  it  has  jurisdiction,  and  to 
commence  actions  to  recover  the  penalties  provided  by 
statute.  Many  of  the  rules  laid  down  by  the  Commission 
have  been  repeatedly  violated,  and  many  of  the  sections  of 
the  telephone  law  have  been  ignored  by  telephone  companies 
even  after  notice  from  this  Commission  that  their  practices 
were  in  violation  of  the  provisions  of  statute.  A  copy  of 
this  decision  will  be  mailed  to  each  telephone  company  do- 
ing busineM  in  this  state,  and  if  the  practices  herein  de- 
nounced and  the  violations  herein  referred  to  are  not  im- 
mediately discontinued  this  commission  will  feel  itself  obliged 
to  institute  prosecutions  against  each  telephone  company 
violating  the  telephone  laws  of  this  State  or  any  decisiou, 
rule,  regulation  or  practice  promulgated  by  this  commis- 
sion. Telephone  companies  will,  therefore,  consider  them- 
selves served  with  notice  to  desist  from  violation  of  the  Acts 
or  prompt  and  vigorous  prosecution  will  follow. 

Done  in  regular  session  at  the  City  of  Pierre,  the  Capital, 
on  this  twenty-first  day  of  August,  1913. 
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Salem  Commebclu.  Club  vs.  Salem  Telephone  Cosiimsv. 

Complaint  No.  1359. 

Decided  August  a,  igi,^. 

Inadequate  Service. 

Upon  complaint  as  to  the  service  rendered  by  the  Salem  Telep'.ioT-.c  i^o'- 
pany,  it  appeared  that  service  was  not  afforded  at  night  and  was  fuiniibti' 
on  Sunday  for  only  two  hours.  It  further  appeared  that  tbe  uiu  ^ 
was  charged  for  individual  line  service  and  for  party  line  servic;  jdu  u.-i 
the  defendant's  long  distance  station  was  situated  in  a  slore  •h'-"  "' 
privacy  could  be  had. 

Continuous  Service. 

field:  That  the  volume  of  business  transacted  at  Salem  deminds  ite 
provision  of  continuous  service  day  and  night,  including  Sundays,  but  lU 
the  installation  of  an  alarm  bell  for  the  purpose  of  awakening  the  opwit'': 
will  be  sufficient  to  take  care  of  the  night  service. 

Discrimination  in  R«tei  for  IndividtuJ  and  Put;  Line  Sento. 

Held:  That  a  higher  rate  should  be  charged  for  individual  line  scivl-; 
than  for  party  line  service  for  the  reason  that  the  value  of  individual  In: 
service  to  the  subscriber  is  greater. 

Obligation  to  Render  Efficient  Service. 

Held:  That  the  defendant  should  provide  sufficient  equipmenl  sr'  ■ 
sufficient  number  of  operalors  to  supply  all  demands  and  maintain  the  iC'' 
at  tlie  highest  efticiency  and  should  give  prompt  attention  lo  all  re;-"'- 
of  trouble. 

Obligations  ol   Subscribers. 

Held:  That  subscribers  should  take  proper  care  of  their  equipment  ^ 
the  company's  rules,  be  considerate  toward  the  operators  and  avuiii  ."■ 
use  of  improper  language. 

Location  of  Long  Distance  Station — Privacy  in  TranamisaioD  of  Metttf^ 

Held:  That  privacy  in  the  transmission  of  messages  is  dearablt  i' 
that  such  privacy  cannot  be  had  as  long  as  the  station  is  located  ic 
present  situation. 

Coinbinatioii  Business  and  Residence  Rate. 

Held:  That  it  is  discriminatory  to  charge  one  rate  for  residence  *!'■ 
to  subscribers  who  also  have  a  business  telephone  and  a  higher  w 
subscribers  who  have  only  a  residence  telephone. 
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An  order  was  made  directing  the  defendant  to  correct  the  disc 
in   rates,  to   famish  conttnuoug   service   and   to  remove   its   long  distance 
station  to  a  place  where  privac;r  cotitd  be  had.* 

■  Decision. 

In  this  case  a  complaint  was  filed  attacking  the  telephone 
service  furnished  by  the  defendant  at  the  City  of  Salem,  A 
notice  of  hearing  was  issued  upon  said  complaiut  and  served 
upon  the  parties,  and  thereafter  a  hearing  was  held  at  which 
the  testimony  of  a  large  number  of  witnesses  on  behalf  of 
both  complainant  and  defendant  was  taken.  At  the  time  and 
place  of  hearing  there  were  present  Honorable  F.  C.  Bobiu- 
son,  Chairman,  and  Commissioners  J.  J.  Murphy  and  W.  Q. 
Smith,  the  complainant  appearing  by  its  officers  and  by 
Mr.  F.  W.  Mitchell  and  Mr.  E.  F.  WUson,  its  attorneys;  the 
defendant  appearing  by  its  ofBlcers  and  also  by  Mr.  C.  P. 
Bates,  its  attorney.  The  defendant  thereupon  stated  that 
since  the  fling  of  the  complaint  it  had  installed  a  new  mod- 
em switching  board  and  that  it  was  also  willing  and  offered 
and  agreed  to  install  continuous  service,  that  is :  in  addition 
to  the  present  service,  to  have  a  Sunday  service  during  all 
day  Sunday,  the  same  as  on  week  days,  and  have  night  serv- 
ice by  having  a  night  operator  answer  all  calls.  An  exam- 
ination of  the  annual  report  and  accounting  statistics  of  the 
defendant  discloses  that  the  volume  of  business  transacted 
at  Salem  is  snch  as  to  justify  and  in  fact  demand  the  in- 
stallation of  continuous  day  and  night  service,  as  well  as 
what  is  commonly  known  as  Sunday  service.  In  the  past 
there  has  been  considerable  dissatisfaction  on  the  part  of  the 
patrons  of  the  defendant  telephone  company  with  the  kind 
of  telephone  service  furnished.  This  dissatisfaction  is  per- 
haps, in  part,  accounted  for  by  reason  of  the  fact  that  the 
switchboard  is  installed  in  the  drug  store  of  Mr.  Searles, 
who  is  the  general  manager  of  the  company  at  Salem,  and  is 
located  in  the  rear  end  of  the  store  building  behind  the  pre- 
scription case,  while  the  booth  for  the  transmission  of  toll  and 
long  distance  telephone  messages  is  situated  in  the  centre  aisle 
•Editor's  headnote. 
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of  the  store  immediately  in  front  of  tlie  prescription  cas«. 
Great  dissatisfactiou  was  caused  by  reason  of  tlie  fact  that  nu 
night  service,  except  emergency  calls  (or  physicians  and 
clergymen,  was  permitted,  and  the  only  Sunday  serrice  was 
from  six  to  seven  o'clock,  a.  m.,  and  from  twelve  to  one  o'clock 
in  the  afternoon.  In  a  city  the  size  of  Salem  where  the  tele- 
phone company  does  as  much  business  and  is  as  prosperous 
as  is  the  defendant  company,  it  is  its  daty  to  fumiBh  tk 
very  highest  type  of  service  of  which  a  telephone  system  u 
capable.  There  should  be  continuous  service  seven  days  eadi 
week,  which  should  include  the  prompt  anawering  of  all 
calls  and  the  courteous  treatment  by  the  operators  of  per- 
sons using  the  telephone  system.  Fur  the  night  service  it 
is  not  necessary  to  have  an  operator  in  constant  attendance 
at  the  switchboard,  but  it  is  necessary  thajt  there  be  attached  , 
to  the  switchboard  the  usual  alarm  bell  for  the  purpose  of 
awakening  the  person  who  sleeps  in  the  room  so  that  a  call , 
may  be  answered.  This  will  not  furnish  the  same  class  of 
service  demanded  in  the  day  time,  but  will  be  sufficient,  if 
care  is  taken  that  the  night  bell  is  always  attached  and  con- 
nected on  the  switchboard,  and  when  this  night  bell  is  prop- 
erly attached  and  kept  in  order  it  will  promptly  awaken  an^ 
operator  sleeping  in  the  room. 

Another  cause  of  dissatisfactiou  in  this  case  is  becanse 
of  the  fact  that  the  same  price  is  charged  for  party  line  and 
main  line  service.  This  should  not  be.  The  higher  charge 
should  be  for  main  line  service,  and  a  much  lower  charge 
should  be  made  for  party  line  seiTice,  for  the  service  on  a 
party  line  is  much  inferior  to  that  furnished  by  a  main  hne 
or  single  telephone.  It  makes  a  very  considerable  diflercnc* 
in  the  value  of  telephone  service  as  well  as  the  kind  of  sen' 
ice  furnished  whether  there  is  one  telephone  attached  to  tht 
wire  or  a  dozen.  The  person  having  a  single  line  service  ia 
at  liberty  to  use  it  at  any  time,  but  a  subscriber  to  a  paitj 
line  service  must  wait  upon  the  convenience  of  the  other 
parties  whose  telephones  are  connected  with  the  same  V^f- 
In  other  words,  the  service  given  is  ia  proportion  to  the  nom- 
her  of  instruments  attached  to  the  line.  What  has  been  sale 
here  should  not  be  construed  as  requiring  the  elimination "' 
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party  lines  and  party  line  service,  but  means  that  different 
rates  should  be  established  for  main  line  than  for  party  Line 
service.  The  dutj  imposed  upon  this  telephone  company  by 
law  and  exacted  by  this  Board  requires  it  to  furnish  the  high- 
est type  of  service  of  which  it  is  capable,  and  to  afford  to  its 
patrons  constant  service  at  all  times,  and  to  give  prompt  and 
courteous  attention  to  all  complaints  reflecting  a  want  of 
service.  It  is  not  a  anffitcient  answer  for  a  telephone  com- 
pany to  say  that  it  has  not  the  equipment,  and  is  therefore 
not  able  to  furnish  the  service  demanded,  because  it  is  its 
duty  to  procure  the  equipment  and  furnish  the  desired  serv- 
ice. Complaints  to  the  effect  that  telephone  instruments  or 
telephone  wires  are  defective  should  be  attended  to  promptly 
so  as  to  maintain  the  plant  in  the  highest  state  of  efficiency. 
If  the  defendant  telephone  company  has  not  a  sufficient 
number  of  operators  to  furnish  the  service  demanded  at 
Salem,  then  it  is  its  duty  to  procure  the  number  of  operators 
required  to  furnish  prompt  and  efficient  service. 

While  it  is  the  duty  of  the  telephone  company  to  furnish 
the  highest  type  of  service  and  to  be  courteous  in  its  treat- 
ment of  the  public,  patrons  of  telephone  companies  should 
see  that  proper  care  is  taken  of  equipment  placed  in  their 
custody,  and  be  courteous  and  considerate  of  the  company 
and  its  operators,  obey  its  reasonable  rules,  and  *be  cautious 
that  no  improper  language  is  used  in  conversingf.  over  the 
telephone  lines.  If  these  rules  are  properly  observed,  much 
unnecessary  friction  between  the  telephone  companies  and 
their  patrons  can  be  eliminated.  This  commission  is  of  the 
opinion  that  the  defendant  telephone  company  wUl  be  un- 
able to  furnish  the  proper  bind  of  service  to  its  patrons  in 
the  City  of  Salem  while  it  maintains  its  switchboard  and 
booth  in  the  store  room  where  now  located,  unless  that  por- 
tion of  the  store  room  now  occupied  by  the  telephone  plant 
of  the  defendant,  including  the  switchboard  and  booth,  are 
separated  from  the  rest  of  the  store  room  by  a  suitable  and 
proper  partition.  There  should  be  a  degree  of  priva«^  af- 
forded patrons  in  the  transmission  of  telephone  messages, 
and  it  is  impossible  to  grant  this  degree  of  privacy  if  the 
telephone  booth  is  in  the  body  of  the  store  building  and  per- 
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sons  desiring  to  transmit  messages  are  compelled  to  send 
them  from  the  telephone  booth  situated  in  that  part  of  the 
store  building  engaged  in  the  general  transaction  of  bnsi- 
neas,  as  cnstomers  approaching  the  telephone  booth  can  vet; 
readily  hear  the  conversations  taking  place  within. 

Another  cause  of  complaint  is  disclosed  upon  the  examina- 
tion of  Mr.  Searle  the  General  Manager  of  the  company,  and 
invokes  the  rates  quoted  by  the  company  for  telephone  sot- 
ice.  The  company  has  in  the  past  quoted  a  rate  of  |2.00  for 
a  business  'phone  and  $1.00  for  a  residence  'phone  with  & 
proviso  that  if  the  subscriber  already  has  a  business  'phone  I 
the  company  will  furnish  him  a  residence  telephone  at  50 
cents  per  month.  This  situation  is  disclosed  by  the  qncstionE 
asked  Commissioner  Robinson  by  Mr.  Searle,  appearing  on 
page  89  of  the  t^cord  which  reads  as  follows :  * 

"Let  me  ask  you  one  question.  When  we  give  a  man  a  house  idfph.iit 
for  50  cents  per  month,  and  charge  another  man  $1.00,  are  we  discriminatiiij '" 

and  again, 

■•Now  Mr.  Wilson,  for  instance,  we  give  him  the  office  'phone  tor  S2W 
and  if  he  has  a  'phone  at  his  house  and  office  both,  we  give  him  hi)  hoi^e 
'phone  for  50  cents,  but  if  another  man  has  a  'phone  at  his  house  but  hi 
no  business  'plione,  we  charge  him  $1.00." 

The  question  is,  then,  has  the  company  committed  a  discrim- 
ination under  our  statute.  Section  10  of  the  telephone  la< 
reads: 

"No  person  or  telephone  company  shall  unjustly  discriminate  either  ■' 
twecn  persons  or  telephone  companies  in  the  switching,  transfer  or  deli"'' 
of  messages ;  nor  shall  such  telephone  company  make  different  rates  i ' 
its  subscribers  for  the  same  class  oi  service  in  any  city  or  town  whert  '■ 
is  operating.  All  such  charges  and  rales  shall  lie  uniform  to  its  suUscrili.'- 
for  the  same  class  of  service.  Any  person  or  telephone  company  ami  "■ 
officers  or  agent  of  any  telephone  company  violating  any  provision  oi  ^'' 
section  shall,  upon  conviction  thereof,  he  punished  by  a  line  of  not  m'" 
than  two  hundred   ($200)   dollars." 

It  will  be  observed  that  this  section  provides  that  all 
charges  and  rates  shall  be  uniform  to  all  conctimed,  forth'' 
same  class  of  service.  The  company  in  additionto  the  trans- 
mission of  toll  messages  is  furnishing  to  its  patrons  at  Salen 
but  two  classes  of  service  so  far  as  their  telephone  rentals 
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are  concerned.  The  first  is  the  service  afforded  b;  a  busi- 
ness telephone  instrimient  and  telephone  service  in  connec- 
tion therewith,  and  the  second  is  the  service  furnished  by  a 
residence  telephone  instrument  and  telephone  service  in  con- 
nection therewith.  The  answer  is  obvious.  The  statute  abso- 
lutely prohibits  the  charging  of  different  rates  to  the  differ- 
ent subscribers  for  the  same  class  of  service.  Under  this 
system  of  quoting  rates  a  person  engaged  in  business  may 
have  telephone  service  at  his  residence  for  30  cents  per 
month,  while  the  person  who  is  not  engaged  in  business  is 
compelled  to  pay  f  1.00  per  month  for  his  residence  telephone. 
This  is  an  open  violation  of  the  plain  language  of  the  statute 
which  provides  that  the  charge  and  rate  shall  be  uniform  for 
the  same  class  of  service. 

Okdbb. 

In  consideration  of  the  premises, 

Jt  ig  therefore  ordered,  That  the  Salem  Telephone 
Company  be  and  it  is  hereby,  commanded  and  required  to 
cease  and  desist  from  charging  a  rate  for  residence  telephones 
to  one  class  of  subscribers  which  it  does  not  afford  to  all, 
or,  in  other  words,  to  furnish  residence  telephones  to  all  of 
its  patrons  at  the  same  rate,  except  in  those  instances  where 
a  distinction  is  drawn  between  main  and  part^  line  service; 
there  should  also  be  prescribed  a  different  rate  for  party 
than  for  main  line  service;  that  the  said  defendant  be,  and 
it  is  hereby,  commanded  to  either  install  its  telephone  plant, 
namely,  its  switchboard  and  long  distance  telephone  booth, 
in  a  room  partitioned  off  from  the  rest  of  the  store  room  iu 
the  drug  store  at  Salem,  or  remove  it  to  some  room  or  place 
where  it  will  not  operate  in  connection  with  any  other  busi- 
ness, and  that  it  furnish  continuous  service  not  only  on  week 
days  and  Sundays,  but  also  such  night  service  as  it  affords 
by  attaching  a  proper  alarm  bell  to  the  switchboard  so  some- 
one may  he  awakened  by  the  ringing  of  the  alarm  beU  and 
attend  to  the  calls,  and  that  the  said  defendant  make  the 
return  to  this  Board  showing  the  date  of  compliance  with 
the  order. 
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Done  in  regular  session  by  the  Board  of  Bailroad  Clom- 
missioners  for  the  State  of  South  Dakota,  at  the  office  in  the 
Capitol,  in  the  City  of  Pierre,  this  twenty-first  day  of  August, 
1913. 
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Public  Service  Commiauon. 

In  re  Establishment  op  Maximum  Kates  fob  Telbphomic 
Sebvicb  within  the  State  op  Vebmont. 

Dated  September  j,  1913. 

Eaublishment  of  Haximnm  Rates  for  Exchange  and  Toll  Service. 

Ordered,  That  all  telephone  companies  operating  in  the  State  of  Vermont 
shall  appear  before  the  Commission  and  show  cause  why  an  order  should 
not  be  issued  establishing  the  rales  therein  specified  as  maximum  rates  for 
exchange  service,  reducing  the  maximum  rates  for  toll  service,  and  direct- 
ing that  no  charge  shall  be  made  for  service  when  communication  is  not 
established  with  the  party  called.* 

Obdeb. 

To  Addison  and  Panton  Telephone  and  Telegraph  Com- 
party,  et  al..*t 

Whrreas,  The  special  coansel  authorized  and  empowered 
by  the  Public  Service  Commission  of  Vermont,  by  special 
order  and  notice,  dated  June  4,  1913,  to  make  general  In- 
vestigation of  the  business  and  properties  of  all  telegraph 
and  telephone  companies  in  the  State  of  Vermont,  baa  made 
report  and  has  therein  presented  that  the  prices,  tolls,  rates 
and  rentals  charged  by  the  persons,  partnership,  associa- 
tions and  corporations  operating  telephone  plants,  lines  and 
property  within  the  State  of  Vermont,  for  the  use  of  and 
service  provided  by  said  plants,  lines,  and  property,  are  un- 
reasonable ;  and  has  therein  further  presented  that  in  order 
to  malte  such  prices,  tolls,  rates  and  rentals  reasonable,  the 
maximum  business  and  residence  rates  for  subscribers'  annual 


'Editor's  headnote. 

tThis  order  is  directed  to  all  the  telephone  companies  operating  within  the 
State  of  Vermont. 
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rentals  of  telephone  instrumente  and  exchange  service  alioiild 
be  fixed  as  follows: 

Business  Telephones. 

One-parly  line  $J3.00 

Two- parly  line  24ffl) 

Four-party  line  21.00 

More   than    four-party  line  18.00 

Residence  Telephones. 

One-party  line  p4.(l) 

Two-party  line  1800 

Three  to  six-party  line  IS.OO 

More  than  six-party  line  I'M 

and  that  the  toll  rates  charged  by  the  persons,  partnersliips. 
associations  and  corporations  operating  telephone  plants. 
lines  aTid  property  within  the  State  of  Vermont  as  establislied 
by  the  present  tariff  of  rates  now  in  force  and  on  file  with  tJie 
Public  Service  Conimiseioa  of  Vermont  ehonld  he  reduced 
by  at  least  20  per  cent. 

Now  therefore.  You  and  each  of  you>  being  persons,  part- 
nerships, associations  and  corporations  operating  telephone 
plants,  lines  and  property  within  the  State  of  Vermont,  are 
hereby  notified  to  appear  at  the  Senate  Chamber,  at  the  State 
House  at  Montpelier  in  the  County  of  Washington,  on  tlie 
thirtieth  day  of  September,  A.  D.  1913,  at  ten  o'clock  in  the 
forenoon,  then  and  there  to  show  cause,  if  any  you  have,  wlj 
an  order  of  the  Public  Service  Commission  of  Vermont  shonW 
not  be  made,  becoming  effective  on  the  first  day  of  Dew"" 
her,  1913,  ordering  that  the  maximum  business  and  resident 
rates  charged  by  you  or  any  of  you.  for  the  annual  rental"' 
telephone  instrumenta  and  for  exchange  service  on  such  pai* 
of  telephone  plants,  lines,  and  property  operated  by  job  ^ 
any  of  you  as  are  wholly  within  the  State  of  Vermont,  sliali 
not  exceed  the  following  annual  rental  and  rate : 

BtlSIMESS    TeI.EP HONES. 

One-party  line  $J3.W 

Two-party  line  ^*W 

Four-party  line  -IJW 

More  than   four-party  line                                                                18.00 
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Residence  Telephones. 

One-party  line  $24.00 

Two-party  line  1800 

Three  to  six-party  line  inclusive  15.00 

More  than  six-party  line  12,00 

and  farther  ordering  that  the  maximnm  toll  rates,  for  Berv- 
ice  origioating,  transmitted  and  delivered  upon  such  parte 
of  telephone  plants,  lines  and  property  operated  by  you  or 
any  of  you  as  are  wholly  within  the  State  of  Vermont,  be  re- 
duced to  80  per  cent,  of  the  present  toll  rates  for  said  serr- 
lee  as  fixed  by  the  tariffs  now  filed  by  you  or  any  of  yoti  in 
the  office  of  the  Public  Service  Oommission  of  Vermont,  or 
now  charged  by  yon  or  any  of  you,  with  the  provision,  how- 
ever, that  said  reduction  to  80  per  cent,  shall  be  reduced  or 
extended  to  the  nearest  common  multiple  of  five  cents,  and 
with  the  exception  that  said  reduction  shall  not  apply  to 
toll  rates  whiob  do  not  exceed  ten  cents,  and  further  order- 
ing that  all  charges  for  service  originating,  transmitted  and 
delivered  upon  such  parts  of  teleplione  plants,  lines  and 
property  operated  by  you  or  any  of  you  as  are  wholly  within 
the  State  of  Vermont,  in  all  cases  where  the  customer  does 
not  obtain  telephonic  communication"  with  the  party  called, 
be  abolished. 

Let  this  order  of  notice  be  served  upon  the  above-named 
persons,  partnerships,  associations  and  corporations  by 
serving  upon  each  of  them  certified  copies  thereof,  in  the 
manner  provided  for  service  of  writs  of  summons  by  the  laws 
of  the  State  of  Vermont  at  least  twelve  days  before  the 
thirtieth  day  of  September,  1913. 

To  any  sheriff  or  eonntahle  in  the  fState  to  serve  and  re- 
turn. 

Fail  not.  hut  service  and  return  mahe  according  to  law. 

Dated  at  Brattleboro,  in  the  County  of  Windham  this  third 
day  of  September.  A.  D.  1913. 
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COBPOEATiON  Commission  of  the  State  of  Oklahoma  foe 

AND  IN  BEHALF  OF  THE  AkNBTT  TeLBPHONB  COMPANT  VS. 

AMERICAN  Telephone  and  Telbgbaph  Compant,  South- 
wEiSTEEN  Telephone  and  Telbgbaph  Company  op 
Texas,  Pioneek  Tei^phone  and  Teleigeaph  Compact 
OF  Oklahoma^  Home  Entebpbisb  Telefhone  Company 
OF  Oklahoma. 

No.  5953. 

Decided  August  Jp,   IP13. 
Phjraical  Connection.* 

Ordek  of  Dismissal. 

Upon  consideration  of  the  record  in  the  ahove-entitled  pro- 
ceeding, and  of  the  motion  by  complainant  for  dismissal  of 
its  petition,  stating  complaint  has  been  satisfied, 

/(  is  ordered.  That  the  complaint*  in  this  proceeding  l>e. 
and  the  same  is,  hereby  dismissed. 

It  ia  further  ordered,  That  a  copy  of  this  order  be  serve-i  . 
upon  each  of  the  parties  to  this  case.  I 


*This  was  a  complaint  by  the  Corporation.  Commission  of  Oklaho; 
questing  that  the  defendants  be  compelled  to  establish  physical  corn 
and  interchange  service  with  the  Arnett  Telephone  Company. 
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Board  of  Railway  Commissioners. 

Application  op  D.  L.  MoCabtht,  of  Toeonto,  bbEiATivb  to 
Cost  and  Location  of  Street  Kailwat,  Eok3tbio  Liqbt, 
AND  Telephone  Wires  along  Grade  Sbpaeation,  North 
Toronto,  Ontario.* 

File  No.  12021.125. 

Heard  at  Ottawa,  June  4,  1913. 

{Vol.  I.W,  pane  4^99.) 

CbangM  in  Wire  Construction   Necessitated  b;   Elimination   of   Grade 

Crosaiogs — Overhead    Long    Distance    Construction — Expense    of 

Making  Changes. 

With  respect  to  certain  changes  in  wire  construction^ necessitated  by  the 
elimination  of  grade  crossings  in  North  Toronto, 

Held:  That  all  wires  should  be  put  underground  except  the  long  distance 
wires  of  the  Bell  Telephone  Company,  which  will  be  allowed  to  remain 
overhead  for  the  reason  that  deterioration  of  the  long  distance  service  is 
likely  to  result  from  putting  long  distance  wires  underground ; 

That  the  expense  of  changing  the  location  of  wires  should  be  home  by 
the  companies  owning  them  for  the  reason  that  the  companies'  rights  in 
the  streets  involve  no  guarantee  that  the  grades  of  the  streets  will  not  be 
changed  at  some  time  in  the  future  when  the  public  interests  demand  the 
cbange.t 

Oral  Judgment  Deliveebd  by  the  Assistant  Chief  Com- 
missioner AT  THE  Close  of  the  Hearing.  { p.  4329 ) . 

This  application  is  made  necessary  because  of  the  deci- 
sion of  the  Board  to  separate  the  grade  of  the  crossings  of  the 
tracks  of  the  Canadian  Pacific  Railway  and  the  Canadian 
Northern  Railway  over  the  streets  in  the  northern  part  of 
Toronto. 

•The  order  of  the  Board  in  this  case,  dated  June  12.  1913,  was  printed  in 
Commission  Leaflet  No.  20,  at  page  435. — Ed. 
tEditor's  headnote. 
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It  neeesaitatcB  the  changing  of  wires  of  the  Toronto  Elec- 
tric Light  Company,  the  Bell  Telephone  Company,  and  U« 
Hydro  Electric  at  different  points. 

There  are  two  things  to  be  settled :  One  is  the  method  ol 
the  crossing,  and  the  other  is  the  cost. 

First  of  all,  dealing  with  the  method :  The  Board  is  of  the 
opinion  that  all  wires  at  Yonge  Street  should  go  nndenieatli; 
also  all  wires  at  Avenue  Road,  with  the  exception  of  tleionf 
distance  wires  of  the  Bell  Telephone  Company.  It  ia  tal- 
ized  that,  as  things  are  to-day  with  regard  to  the  facilititt 
the  long' distance  service  may  be  prejudiced  or  deterioreten 
by  putting  the  wires  underground.  It  ia  in  the  pnblic  in- 
terest that  as  good  a  service  as  possible  should  be  availablt 
Therefore,  until  some '  further  discovery  or  improvement  i' 
made,  which  will  permit  the  wires  to  be  put  undergronad 
und  a  good  service  maintained,  we  will  allow  the  Bell  Tele- 
phone to  maintain  its  long  distance  wires  overhead.  I  thint 
at  the  other  streets  it  is  agreed  that  underground  construe 
tion  should  be  followed. 

Then,  with  regard  to  the  question  of  cost  and  contribntiDi. 
if  any,  from  the  railway  and  the  city ;  that  is  what  ve  mis''' 
call  the  joint  enterprise.  In  the  Brock  Avenue  ease,  il^ 
Bftard  came  to  the  conclusion  that  the  Bell  Telephone  Ciffi 
pany  should,  at  its  own  expense,  pay  the  cost  of  the  "f- 
ssary  change  in  ItH  construction,  that  is,  the  change  m-y 
-■ecessary  by  the  constmction  of  a  subway  which  carri^'' 
Brock  Avenue  under  the  tracks  of  the  railways.  We  thon:!"" 
then,  that,  while  the  Bell  Telephone  Company  had  theri:' 
to  be  on  the  streets,  there  was  no  guarantee  that  the  ?"* 
of  the  street  should  not,  at  some  future  time,  be  chan?' 
in  the  public  interest-  That  principle,  we  think,  applies'"'" 
These  diflferent  concerns  that  have  these  wires  have  ri^'' 
on  the  street;  but  there  is  no^iarantee  that  the  grade of^' 
street  shall  not  he  changed  when  the  public  interest  demai'' 
it. 

It  is  in  the  public  interest  that  these  grade  separa'i'''"' 
should  be  brought  about;  and  if  in  bringing  them  about s" 
changes  are  necessary  in  the  location  of  the  wires  of  *''* 
companies,  we  think  that  the  companies  should  bear  v 
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entire  expense  of  looking  after  their  own  wires.    Therefore, 

an  order*  will  go  accordingly. 
This  will  in  no  way  affect  the  scheme  of  distrihution  of  cost 
'  the  grade  separation  itself,  which  we  will  have  to  deal 

with  at  some  later  date.    As  far  as  the  wires  are  concerned, 

each  interest  will  have  to  look  after  its  own  wires  and  hear 

lie  entire  expense  of  the  change. 


Application  of  Bell  Telephone  Company  foe  Pbbmission 
TO  Erect  Tblbphonb  Lines  in  Cebtain  Steeets  in  the 
City  op  Montbbal. 

File  No.  20887. 

Decided  July  zg,  1913. 

Erection  of  Pole  Linev—Overhead  and  Underground  Construction. 

JupOMBNT. 

The  Chief  Commissioner: 

This  is  an  application  made  by  the  Bell  Telephone  Com- 
pany asking  the  Board's  consent  to  the  erection  of  telephone 
lines  on  some  twenty-one  streets,  the  names  and  particulars 
of  which  are  set  ont  in  the  application  of  the  company  and 
with  particularity  in  the  letter  of  Mr.  Hoyles,  General 
Solicitor  of  the  company,  under  date  of  June  24, 1913.  Com- 
plaint has  also  been  made  by  would-he  customers  as  to  the 
failure  of  the  Bell  Telephone  Company  to  supply  telephone 
connection.  The  reply  of  the  company  to  these  complaints 
iH  that  application  was  made  to  the  city  for  permission  to 
erect  the  necessary  poles  in  order  to  give  the  service  asked, 
and  that  the  city  has  not  given  the  requisite  permission. 

The  case  came  on  for  hearing  before  the  Board  at  a  sitting 
held  in  Montreal  on  Tnesday  the  eighth  day  of  July.  At 
this  sitting  the  city  was  represented.    No  specific  objections 


•The  order  of  the  Board  in  this  case,  dated  June  12,  1913,  was  printed  in 
Commission  Leaflet  No.  2^  at  page  435.— Ed. 
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were  made  to  construction  on  any  given  street  on  behalf 
of  the  city,  nor  did  the  city  snbmit  any  evidence  shoiring 
that  any  of  the  streets  were  of  a  character  on  which  pole 
construction,  if  allowed  anywhere,  wonld  be  objectionable. 

n  the  otiier  hand,  the  city's  position  is  that,  having  passed 
their  by-law  which  provides  that  no  poles  shall  be  erected 
generally,  that  no  consent  of  any  kind  shonid  be  given 
whether  the  streets  were  not,  as  a  matter  of  fact,  streets  of 
a  character  on  which  poles  might,  pending  the  nltimate  solu- 
tion of  the  pole  problem  in  Montreal,  be  allowed  in  the  pnblic 
interest  to  be  erected. 

Under  these  circnmstances  it  was  thought  necessary  that 
the  Board's  own  electrical  engineer,  Mr.  Mnrphy,  ^ould 
inspeet  the  different  streets  and  report  to  the  Board  on  the 
character  of  the  streets  and  the  propriety  of  the  proposed 
construction.  Mr.  Mnrphy  has  since  reported  that  none  of 
the  streets  in  question  are  as  yet  ready  for  underground 
wire  construction;  that  they  are  all  in  outlying,  undeveloped 
districts  so  rapidly  changing  in  character  that  electric  light 
lines  of  pole  construction  have  been  since  erected  on  some  of 

■m  in  tlie  positions  described  in  the  application  of  the 
Bell  Telephone  Company ;  and  that,  under  the  circnmstances. 
no  engineer  wonld  recommend  placing  tbc  wires  underoronnd. 

I  am  of  the  view  that  the  application  should  be  granted. 
Changes  have  been  made  in  the  names  of  some  of  the  streets 
since  the  application  was  first  launched,  and  the  streets  and 
distances  thereon,  on  which  pole  coufltmotion  can  be  made 
and  which  are  to  be  described  in  the  appropriate  order  are 
set  out  in  Mr.  Hoyles'  letter  of  June  24,  as  corrected  hy 
jrr.  Murphy.  The  draft  order  is  to  be  submitted  to  Mr. 
Mnrphy  so  that  he  may  check  the  streets  and  distances.  The 
details  of  the  plan  of  conatruetiOTi  must  be  subject  to  Mr. 
Murphy's  approval.  It  may  be  that  in  some  instances,  not- 
ably on  Beaumont  Avenue  and  Church  Avenue  where  other 
wires  are  already  erected,  special  details  of  construction 
should  be  submitted  to  the  company  to  Mr.  Murphy. 
July  29,  1913. 

Mr.  Commissioner  McTjean  concerned. 
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Board  of  Commissioners  of  Public  Utilities. 

In  the  Mattee  op  the  Application  of  the  Mabitime  Tele- 
graph AND  Telephone  Company,  Limited,  fob  Authob- 
iTY  to  Issue  35,000  Pebpebred  Shakes  of  the  Company, 

OF  THE  PAB  value  OF  f  10.00  EACH. 

Decided  February  j,  IQ13. 

Authorisation  of  Stock  Issue — lasuance  to  Present  Stockholders-Evalua- 
tion of  Property. 

Upon  application  for  permis^on  to  issue  preferred  stock  to  the  amount 
of  $35,000,  it  appeared  that  it  was  desired  to  use  the  proceeds  for  proposed 
capital  expenditures  amounting  to  $272,300  and  for  the  payment  of  out- 
standing liabilities,  amounting  to  $186,700,  incurred  for  capital  expenditures 
made  before  the  Board  acquired  jurisdiction  over  such  expenditures.  It 
was  proposed  to  sell  the  stock  at  par  to  the  present  shareholders  pro  rata. 
It  further  appeared  that  the  outstanding  capitalization  was  $2,920,000  and 
that  the  company's  valuation  of  its  property  was  $3,151,152.  The  matter  of 
the  valuation  of  the  appUcant's  property  was  before  the  Board  in  another 
application   and   could   not   be   determined   without   careful   examination. 

Held:  That  it  is  not  in  the  interest  either  of  the  public  or  of  the  ap- 
plicant company  that  the  proposed  issue  of  stock  should  await  the  com- 
pletion of  the  valuation; 

That  since  the  outstanding  liabilities  were  incurred  tor  proper  capital 
expenditures,  the  Board  is  justified  in  sanctioning  the  capitalization  thereof; 
That  the  proposed  expenditures  for  extensions,  including  the  erection  of 
suitable  buildings  and  tlie  installation  of  underground  conduits,  are  calcu- 
lated to  meet  the  demands  of  the  public  for  an  improved  and  extended 
service,  and  their  capitalization   is  justified; 

That  the  proposition  to  sell  the  stock  to  the  present  ahareholdeTs  should 
be  approved  for  the  reason  that  a  saving  would  be  effected  by  selling  the 
stock  CO  the  shareholders  at  its  par  value  without  the  intermediation  of 
brokers,  since  the  market  value  of  the  stock  was  so  little  above  par  that 
the  premium  secured  would  not  cover  the  expense  of  brokerage  and 
advertising. 

An  order  was  made  authorizing  the  proposed  issue  of  preferred  stock, 
the  new  stock  to  rank  pari  passu  with  the  shares  of  preferred  stock  already 
outstanding." 

"Editor's  headnote. 
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This  application  came  before  the  Board  od  the  sixteenth 
of  January,  1913,  when  instructions  were  given  the  applicants 
that  notice  of  a  public  hearing  must  first  be  advertised  in  the 
Morning  Chronicle  and  Halifax  Herald  newspapers  before 
the  hearing  could  be  proceeded  with.  Pursuant  to  such  no- 
tice, the  application  was  renewed  on  the  twenty-fourth  in- 
stant, and  at  such  hearing,  in  conformity  with  the  regula- 
tions of  the  Board,  a  detailed  statement  verified  by  affidavit 
of  the  general  manager,  was  presented  setting  out  the  pur- 
poses to  which  the  proceeds  of  the  proposed  stock  issue  were 
intended  to  be  applied  by  the  company.  These  in  further 
conformity  with  regulations  applicable  to  such  matters,  have 
since  been  supplemented  by  affidavits  of  three  directors  vouch- 
ing for  the  bona  fides  of  the  application. 

Messrs.  Covert^  K.C.,  and  Pearson,  appeared  for  the  com- 
pany, while  on  behalf  of  the  public  and  patrons  of  the  com- 
pany opposition  was  presented  by  Messrs.  P.  Innes,  Colbrook, 
and  Burgess,  of  Canning.  This  opposition,  however,  toot 
rather  the  form  of  guarding  against  an  increase  of  rates  than 
a  direct  opposition  to  the  purposes  of  the  issue.  Indeed  it 
was  conceded  that  rates  based  on  an  actual  valuation  of  the 
company's  property,  apart  from  the  company's  capitalization, 
would  be  satisfactory  and  equitable.  It  was  also  conceded 
that  extensions  of  and  improvements  in  the  service  were 
proper  and  that  a  stock  issue  so  applied  was  proper  and  even 
desirable.  The  proposed  extensions  should,  however,  not  be 
merely  betterments  or  improvements,  but  should  be  such 
as  would  properly  and  in  conformity  with  the  regulations 
recently  adopted  as  to  accounting  come  under  the  head  of 
capital  expenditure. 

In  the  present  case  the  proposed  issue  is  to  be  applied  in 
payments  which  may  be  classed  under  the  two  general  heads 
of  payment  of  liabilities  on  capital  account  incurred  during 
the  year  1912,  and  payment  of  expenditures  proposed  to 
be  made  in  the  near  future.  The  items  making  up  the  ex- 
penditure under  the  former  of  these  heads  are:' 
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For  underground  conduits,  wire,  cable  and  long  distance  lines....  $43,000 

New  buildings  and  additions 45,700 

Switchboards 22.000 

Additional    office    furniture,     including     typewriters    and    adding 

machines  12,000 

Printing  plant    14,000 

50,000 


Making  a  Total  of $186,700 

The  correctncBS  of  these  items  was  verified  by  affidavit. 
The  items  under  the  second  head  of  proposed  expenditure 
are: 

Building  and  land $60,700 

Underground  conduits 11,000 

Additions  to  wire  and  cable  plant 60,000 

New    switchboards 25,600 

New  sub-stations 75,000 

New  long  distance  lines 40,000 

Makikg  a  Total  of $272,300 

These  items  are  also  verified  by  affidavit. 
The  company's  charter  or  act  of  incorporation  authorizes 
a  capital  of  |2,000,000,  which  there  has  already  been  issued : 

Preferred  stock $650,000 

Common  stock 850,000 

Making  a  Total  of $1,500,000 

There  is  further  a  bond  issue  outstanding  ot $1,180,000 

To  which  may  be  added  an  over-draft  of 240,000 

Making  a  Total  op $2,920,000 

Against  which  the  company's  valuation  of  equipment  is $3,151,152 

The  matter  of  that  valnation  is  now  before  this  Board  in 
another  application,  and  before  being  accepted  must  receive 
careful  examination  and  consideration.  Under  the  most  fav- 
orable circumstances;  the  appraisement  cannot  possibly  be 
determined  for  some  time.  Experience  elsewhere  shows  that 
the  physical  valuation  of  a  telephone  service  of  the  extent 
of  the  applicant  company  must,  to  be  reliable,  take  much 
time  even  where  a  comparatively  large  number  of  capable 
men  are  employed.    It  is  not  in  the  interests  either  of  the 
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public  or  the  applicant  company  tliat  the  proposed  issaeof 
stock  should  await  the  completion  of  that  valuation 

With  regard  to  the  liabilities  |188,700,  under  the  fint 
head,  it  was  pointed  ont  on  behalf  of  the  applicant  that  thg 
were  incurred  on  account  of  capital  expenditures  made  long 
before  the  sanction  of  this  Board  for  such  expenditures  vat 
required,  and  it  was  further  shown  that  the  present  proposed 
stock  issue  was  authorized  b;  the  shareholders  months  befoie 
this  Board  could  exercise  any  control.  As  these  expenditnns 
were  properly  chargeable  to  capital,  and  were  reaBOoabtj 
necessary  for  the  purpose  of  the  extension  and  improyement 
of  the  property,  plant  and  equipment  of  the  applicant  com-  ' 
pany,  the  issue  of  stock  for  the  purpose  of  the  payment  of  ^ 
such  liabilities  is  proper  and  justifies  the  sanction  of  tlie 
Board.  I 

The  proposed  expenditure  of  ¥272,300  under  the  second 
head  is  also  of  a  character  properly  chargeable  to  eapitil  I 
acconnt,  and  contemplates  an  extension  of  the  companjs 
lines  which  the  service  demands.  The  policy  pursued  b;  ti» 
company  of  erecting  suitable  buildings  for  its  several  ei- 
changes  is  not  one  which  this  Board  should,  withont  good 
reason,  obstruct.  The  installation  of  underground  condnite. 
modern  practice  recognizes  as  economical  and  proper,  and 
each  of  the  other  items  which  go  to  make  up  the  tot&l »! 
(272,300  are  likewise  calculated  to  meet  the  demands  of  ili*^ 
public  for  an  improved  and  extended  service.  The  issne  o! 
stock  to  the  amount  proposed  under  this  head  also  jnstife 
the  lanction  of  the  Board. 

There  still  remains  the  question  of  the  manner  in  whid 
the  issue  may  be  made.  The  proposal  is  to  issue  the  stock  i' 
present  shareholders  pro  rata  for  money  and  at  par.  Mt. 
Covert  cited  authorities  to  show  that  the  shareholders  o!  i 
company  have  the  first  right  to  take  up  new  issues  of  its  Btofi 
to  the  exclusion  of  outsiders.  How  far  such  a  rule  is  applin 
ble  to  public  utility  companies  in  this  Province  is  a  qnestiw 
which,  in  this  case,  it  is  unnecessary  to  decide.  The  preeen: 
market  value  of  the  preferred  stock  of  the  company  of  tl: 
same  character  as  that  proposed  to  be  issued  is  slightly  abo« 
par.     If  the  proposed  issue  be  sold  through  brokers,  it  s 
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reasonable  to  assume  tliat  the  premium  mentioned  would  not 
cover  brokerage  and  advertising,  so  tliat  the  money  resulting 
to  the  company  would  not  be  more  than  par.  If  the  stock 
be  subscribed  (or,  and  paid  for  at  its  par  value  by  the  present 
shareholders  without  the  intermediary  of  brokers,  a  saving 
will  be  effected  which  is  in  the  interest  of  the  public  and  of  the 
company.  The  Board  therefore  feels  warranted  in  approving 
the  issue  of  the  shareholders  in  the  manner  suggested.  The 
issue  by  the  Maritime  Telegraph  and  Telephone  Company, 
Limited,  of  35,000  preferred  shares  of  the  capital  stock  of  that 
company  of  the  pa^  value  of  9350,000  will  therefore  be  ap- 
proved for  the  purposes  in  this  application  set  forth,  snch 
stock  to  be  issued  only  for  money,  and  at  not  less  than  t^e 
par  value  thereof. 

The  proceeds  of  the  sale  of  such  stock  must  not  be  used 
except  for  the  purposes  in  the  application  enumerated  and 
must  not  exceed  the  amount  named  for  such  purpose,  and  any 
excess  of  proceeds  beyond  the  amount  necessary  for  each 
purpose  named  must  not  be  used  for  any  other  purpose  with- 
out further  application  being  made  to  the  Board. 

The  applicant  company  will  be  required  to  report  to  this 
Board,  verified  by  affidavit,  as  follows: 

(a)  Upon  the  sale  for  money  of  its  stock  authorized  and 
approved  as  aforesaid  or  any  part  thereof,  the  particulars  of 
such  sale  or  sales,  the  terms  and  conditions  thereof,  and  the 
amount  realized  therefrom. 

(b)  At  the  termination  of  each  and  every  period  of  six 
months  from  this  date,  in  reasonable  detail,  the  dispositions 
and  use  made  of  the  proceeds  of  said  stock  and  the  facts  and 
circumstances  as  to  the  property  acquired  and  the  extensions 
made  to  and  improvements  made  in  the  property,  plant  and 
equipment  of  the  company  by  the  expenditure  of  swb  money, 
anttl  all  the  proceeds  of  the  sale  of  such  stock  have  been 
expended. 

An  order  may  issue  accordingly. 
Halifax,  N.  S.,  February  3,  1913. 
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Dattd  Ftbrvary  4,  1913. 

Upon  hearing  the  application  of  tbe  Maritime  Telegrapii 
and  Teleplione  Oompanj,  Limited,  for  a  certificate  aathotu- 
ing  said  company  to  issue  35,000  shares  of  its  preferred  Btod 
of  the  par  ralue  of  f  10  each,  to  rank  pari  passu  mUt  the 
shares  of  preferred  stock  already  issued, 

Upon  hearing  read  the  petition  and  the  afBdavite  of  i- 
H.  Winfield,  S.  M.  Brookfield,  O.  E.  Smith  and  H.  E.  Silver, 
sworn  herewith,  and 

Upon  hearing  counsel  for  the  said  Maritime  Telegnpli 
and  Telephone  Company,  Limited,  and  dt  appearing  that  ^i 
proceeds  of  tbe  sale  of  said  preferred  shares  is  reaaonablj 
necessary  for  the  purpose  of  the  extension  and  improTemeDl 
of  the  property,  plant  and  equipment  of  the  company,  sncti 
expenditure  being  properly  chargeable  to  capital  account, 

Therefore,  The  said  Nova  Scotia  Board  of  Commiaaionen 
of  Public  Utilities  has  authorized,  and  by  this  certificate  dotli 
authorize,  the  said  Maritime  Telegraph  and  Telephone  Com- 
pany, Limited,  to  issue  and  sell  for  money  85,000  shares  of 
its  preferred  stock  of  the  par  value  of  $10  each,  at  a  price  01 
sum  to  yield  to  the  said  company  not  less  than  par,  to  rant 
pari  passu  with  the  shares  of  preferred  stock  of  said  compan; 
already  issued  and  ontstandlng.  The  proceeds  of  the  salf 
of  said  stock  to  be  expended  on  capital  account  by  the  com- 
pany for  the  extension  and  improvement  of  its  property,  plan'' 
and  equipment  and  for  the  repayment  of  monies  borroww 
and  paid  out  on  capital  account  during  the  year  1912,  for  it* 
purchase  of  lands,  plant  and  equipment  according  to  i^c 
memorandum  filed  with  the  Board, — ^the  estimated  espenii 
iture  on  capital  account  for  1913  being  as  follows : 

On  lands  and  building,  approximately $60,700 

On  switchboards,  approximately 2S,(ttl 

On   underground   conduits,    wire   cable   and   pole    line 

equipment,    approximately lU.ttW 

On  additional  subscribers'  stations,  approximately 75,000 

$273,300 
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The  applicant  company  will  be  required  to  report  to  this 
Board  verifled  by  affidavit  as  follows : 

(a)  Upon  the  sale  for  money  of  its  stock  authorized  and 
approved  as  aforesaid  or  any  part  thereof,  the  particnlars  of 
such  sale  or  sales,  the  terms  and  conditions  thereof,  and  the 
amount  realized  therefrom. 

(b)  At  the  termination  of  each  and  every  period  of  six 
months  from  this  date,  in  reasonable  detail,  the  dispositions 
and  use  made  of  the  proceeds  of  said  stock  and  the  facts  and 
circumstances  as  to  the  property  acquired  and  the  extensions 
made  to  and  improvements  made  in  the  property,  plant  and 
equipment  of  the  company  by  the  expenditure  of  such  money, 
until  all  the  proceeds  of  the  sale  of  such  stock  have  been  ex- 
pended. 

Dated  at  Halifax,  this  fourth  day  of  February,  A.  D.  1913. 
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ONTARIO. 

Railroad  and  Municipal  Board. 

J.  0.  Boll,  W.  H.  Haviland  and  W.  H.  Tdbnbull,  Tbadhb   , 

UNDEE  THE   NAME,   StTLB   AND  FiBM   OP  THE  WmBHiH     I 

Telephone  Company  vs.  The  Noefolk  Countt  Tiu- 
PHONE  Company,  Limited. 

Decided  May  26,   1913. 

Compulaoiy  Physical  Connection — Expense  of  Constructing  and  Uii"' 
taining  Connection — Switching  Fees  and  Toll  ChsTKO. 

Upon  application  for  an  order  requiring  the  respondent  to  afford  [idici> 
for  physical  connection  between  its  system  and  that  of  the  applicant.  ■; 
order  was  made  directing  the  establishment  of  physical  connection  and '^ 
interchange  of  messages  between  the  two  systems,  requiring  the  applini' 
to  bear  the  cost  of  constructing  and  maintaining  the  connection,  and  ut 
the  switching  fees  and  toll  charges  to  be  paid  in  connection  with  the  imK- 
change  of  service.* 

Obdbe.  I 

Upon  the  application  of  the  applicants  for  an  order  nnds 
Section  33  of  "The  Ontario  Telephone  Act,"  requiring  id* 
respondent  company  to  afford  the  necessary  facilities  in  tt^ 
Village  of  Delhi  to  enable  the  subscribers  of  the  teleptoi^ 
Byetem  of  the  applicants  to  interchange  conversation  with  t^ 
subscribers  of  the  respondent  company's  system,  upon  Iim-' 
ing  the  evidence  on  behalf  of  the  applicants  and  respODdei' 

The  Board,  under  and  in  pursuance  of  Section  33  of  '''^'■' 
Ontario  Telephone  Act", 

Orders  connection,  intercommunication,  joint  operai:''' 
reciprocal  use  and  transmission  of  business  between  the  [''~ 
plione  systems  or  lines  of  the  applicants  and  respondent  ff- 
pany. 

And  the  Board  further  orders^  That  the  applicants  si*- 
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bear  all  the  cost  of  building,  constracting  and  maintaining 
the  necessary  connecting  lines  and  of  terminating  the  same 
npon  the  switchboard  of  the  respondent  company  in  the  Vil- 
lage of  Delhi. 

And  the  Board  further  orders.  That  the  applicants  shall 
pay  to  the  respondent  company  the  sum  of  $4.00  per  annum 
for  each  telephone  set  operating  npon  the  lines  of  the  appli- 
cants' system  and  that  the  minimum  number  of  telephone 
sets  so  paid  for  upon  and  after  July  1,  1913,  shall  be  twenty- 
five,  which  payment  shall  cover  the  local  switching  and  inter- 
change of  conversations  between  the  subscribers  of  the  appli- 
cants' system  and  the  subscribers  of  the  respondent  com- 
pany's system,  whose  lines  terminate  upon  the  switchboard 
in  the  Village  of  Delhi. 

And  the  Board  further  nrdern.  That  in  addition  to  the 
aforesaid  charj^  of  f  4.00  per  annum  the  applicants  shall  pay 
to  the  respondent  company  a  toll  of  ten  cents  for  each  sub- 
scriber's conversation  originating  npon  the  telephone  sys- 
tem of  the  applicants  and  terminating  upon  the  lines  of  the 
respondent  company's  system,  the  connections  for  which  re- 
quire to  be  switched  at  points  other  than  Delhi. 

And  the  Board  further  orders.  That  the  applicants  shall 
pay  to  the  respondent  company  for  each  conversation  from  a 
non-snbscriber  originating  upon  the  applicants'  system  and 
terminating  upon  the  respondent  company's  system  the  regu- 
lar tariff  charges  of  the  respondent  company  to  non-subscrib- 
ers which  may  from  time  to  time  be  approved  by  the  Board. 

And  the  Board  further  orders,  That  the  respondent  com- 
pany shall  pay  to  the  applicants  a  toll  of  five  cents  for  each 
conversation  originating  upon  the  lines  of  the  respondent 
company  at  points  other  than  Delhi  and  terminating  upon 
the  system  of  the  applicants. 

And  the  Board  makes  no  order  for  costs  except  that  the 
applicants  and  respondent  company  shall  each  pay  f5.00 
for  the  law  stamps  required  for  this  order. 
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PART  II. 

COMMISSION  ORDERS,  RULINGS  AND  DECISIONS 
OF  INTEREST  TO  TELEPHONE  AND  TELEGRAPH 
COMPANIES. 

ARIZONA. 

Corporation  Commission. 
In  the  Matter  of  thb  Consolidation  of  thb  El  Paso  act 

SODTHWESTEBN  RaILEOAD  COMPANY  AND  OTHBB  BAILBOiI> 
COMPANEBB. 

Docket  No.  85. 

Decided  June  I?,  ipij. 

ConBolidadon  of  Non-Competing  Railroads. 

Upon  petition  for  authority  to  consolidate  various  railroads  operaring  " 
Arizona  and  New  Mexico,  the  Commission  found  that  none  of  thf  raiWi 
desiring  to  consolidate  was  a  competitor  of  any  other,  that  they  were  i"^*' 
practically  the  same  management,  that  the  business  controlled  by  ihem  "i-' 
routed  jointly  over  their  lines  and  that  their  connected  lines  foimtt!  i 
natural  route  for  transportation  between  Arizona  and  eastern  states  "■ 
constituted  a  system  competitive  to  other  railroad  systems  enterinR  Ariicr; 
from  eastern  points. 

Held:  That  the  consolidation  would  be  of  great  advantage  and  beni"' 
to  the  people  of  Arizona  and  that  it  would  materially  assist  the  contplf  ' 
of  proposed  extensions,  additions  and  betterments  and  facilitate  the  I""'' 
ness  of  the  companies  proposing  to  consoUdate. 

The  consolidation  was  authorized  with  the  provision  that  the  capitali'S-  '■ 
of  the  consolidated  company  should  not  exceed,  without  the  consent  Ot  ' 
Commission,  the  combined  outstanding  capitalization  of   the  separait  i-'- 

Appeabances  : 

Hawkins  and  Franklin,  of  El  Paso,  Texas,  counsel  forwi 
representing  the  petitioner. 

Qeo.  P.  BuUard.  Attorney -General  of  Arizona  conns*!  i'''- 
Arizona  Corporation  Commission. 

*  Editor's  headnote. 
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The  hearing  had  with  reference  to  the  matters  and  things 
alleged  in  the  petition  herein  develops  that  the  El  Paso  and 
Southwestern  Railroad  Company  deems  it  essential  to  con- 
solidate and  merge  its  corporate  properties  and  franchises 
to  and  with  the  corporate  properties  of  the  following  named 
and  descrihed  railroad  corporations,  to  wit: 

The  Dawson  Railway  Company,  which  owns  and  operates 
a  railway  from  Dawson  to  Tuciimcari,  New  Mexico; 

The  El  Paso  and  Northwestern  Railway  Company,  which 
owns  and  operates  a  railway  from  Santa  Rosa  to  Carrizozo, 
New  Mexico; 

The  EI  Paso  and  Northwestern  Railway  Company,  which 
owns  and  operates  a  line  of  railroad  from  Carrizozo  and 
Capitan,  New  Mexico,  to'  the  boundary  line  between  New 
Mexico  and  Texas; 

The  Alamagordo  and  Sacramento  Mountain  Railway  Com- 
pany, which  owns  and  operates  a  line  of  railroad  from 
Alamagordo  to  Clondcroft  and  Russia,  New  Mexico;  and  the 

Bnrro  Mountain  Railroad  Company, 'which  owns  a  line  of 
riilroad  now  being  constructed  from  near  Tyrone  to  White- 
v  ster,  New  Mexico. 

After  having  heard  all  testimony  introduced  herein  and 
having  caused  an  inspection  to  be  made  of  the  lines  of  rail- 
road so  proposing  to  consolidate,  this  Commission  is  of  the 
opinion  and  finds  as  follows : 

First:  The  petitioner,  the  El  Paso  and  Southwestern 
Railroad  Company,  is  a  coiT>oration  duly  organized  under 
the  laws  of  the  State  of  Arizona  and  owns  and  operates  a 
main  line  of  railroad  from  Tucson,  Arizona,  to  a  point  on 
the  boundary  line  bfrtween  the  states  of  Texas  and  New  Mex- 
ico immediately  west  of  the  City  of  El  Paso,  Texas,  and  owns 
and  operates  branch  lines  of  said  main  line,  extending,  re- 
spectively, as  follows,  to  wit : 

From  Douglas  to  Courtland ; 

From  Oshom  to  Bishee; 

From  Lewis  Springs  to  Fort  Huachuca; 

From  Fairbanks  to  Benson; 
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From  Fairbanks  to  Tombstone  j 

Prom  Corta  to  Lowell; 
all  of  such  last  named  points  being  situated  within  tlie  State 
of  Arizona,  and  from  Deming  to  Hermanos  in  the  State  ot 
New  Mexico,  and  tliat  the  entire  mileage  of  such  main  and 
branch  lines  is  458.33  miles. 

Second:  That  the  railroad  companies  with  which  iiie  pe- 
titioner is  desirous  of  consolidating  its  aforesaid  lines  of 
railroad,  are  described  as  follows,  to  wit : 

The  Dawson  Railway  Company,  having  a  line  of  railroad 
running  from  Dawson,  New  Mexico,  to  Tucamcari,  Kew 
Mexico ; 

The  El  Paso  and  Rock  Island  Railway  Company,  having 
a  line  of  railroad  running  from  Santa  Rosa,  New  Mexico, 
to  Carrizozo,  New  Mexico; 

The  El  Paso  and  Nortlieastern  Railway  Company,  having 
a  line  of  railroad  running  from  Carrizozo  and  Capitan,  New 
Mexico,  to  the  boundary  line  between  New  Mexico  and  Texas, 
and  having  a  branch  line  running  from  Orogrande  Station 
to  the  mountains  nearby; 

The  Alamagordo  and  Sacramento  Mountain  Railway  Cem- 
pany,  having  a  line  of  railroad  running  from  Alamagnn!". 
New  Mexico,  to  Cloudcroft  and  Russia,  New  Mexico; 

The  Burro  Mountain  Railroad  Company,  having  a  line, 
now  partly  constructed  and  in  course  of  completion,  running 
from  Tyronne,  New  Mexico,  to  a  place  near  Whitewater. 
New  Mexico,  to  a  connection  of  the  Santa  Fe  Railroad. 

All  of  said  last  named  railroad  corporations  are  organ- 
ized under  the  laws  of  the  State  of  New  Mexico,  and  the  total 
mileage  thereof  is  at  present  440.44  miles. 

And  it  also  appearing  therefrom  that  the  amount  of  cor- 
porate securities  represented  by  the  stock  and  bonds  of  eacl" 
of  said  corporations  so  proposing  to  consolidate  is  in  ac- 
cordance with  the  following  table,  to  wit: 

B.  p.  &  N.  B.  Hy.  Co.      $i,nOf)O0  Nov.  1,  1897  Not.  1,  1847  5%  ItTOUW 

A    &  8.  H.   By.  Co.               372,000  Apr.  1,  IS9S  Apr.  1,  1928  9%  WUM 

r.  p.  &  B.  I.  By.  Co.        SflOOJOOO  Jan.  1.  IMl  Jnn.  1,  IBOl  S%  ^Onff* 

DawBOD  By.  Co.                  tfiOO/MO  July  1,  ISOl  July  1.  19^1  S%  S,an.W 

^.  F.  &  8.  W.  B.  R.  Co.    B,a6B,00O  Tao.  1.  1903  Jnn.  I,  ISm  S%  liOU* 
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And  it  further  appearing  therefrom  that  none  of  the  rail- 
roads so  owned  and  operated  hy  said  petitioner  and  by  said 
New  Mexico  corporations,  respectively,  is  competitive  with 
any  other  thereof,  but  that  all  of  said  New  Mexico  companies 
are  connections  of  each  other  and  extend  from  Dawson,  New 
ifexico,  to  near  El  Paso,  Texas,  towards  Arizona,  and  that 
such  New  Mexico  railroads  are  the  equal  in  all  particulars 
in  physical  values  with  the  railroad  of  said  petitioner  and 
conduct  a  more  extensive  transportation  business  than  is 
conducteil  hy  the  petitioner; 

And  it  further  appearing  therefrom  that  the  business  and 
affairs  of  such  petitioner  and  the  business  and  affairs  of 
such  New  Mexico  railroad  corporations  are  conducted  under 
practically  the  same  management  and  that  all  of  the  trans- 
portation business  controlled  by  such  companies,  and  which 
they  may  legally  control,  is  routed  jointly  over  the  lines  of 
said  companies  so  desiring  consolidation,  and  that  said  com- 
panies so  proposing  to  consolidate  form  a  natural  line  of 
connections  between  Arizona  and  eastern  states  and  a  com- 
petitive system  of  railroads  with  other  systems  entering  the 
State  of  Arizona  from  eastern  points  and  that  it  would  be 
greatly  to  the  advantage  and  benefit  of  the  people  of  the 
State  of  Arizona  if  such  railroad  lines  should  be  consolidated 
as  proposed ; 

And  it  further  appearing  therefrom  that  such  proposed 
consolidation  will  most  materially  aid  and  assist  projects 
involving  extensions,  additions  and  betterments  of  construc- 
tions and  facilitate  the  business  and  affairs  of  the  petitioner 
and  the  companies  so  proposing  to  consolidate, 


/*  is,  therefore,  ordered,  That  the  authority  and  consent 
of  this  Commission  be,  and  the  same  hereby  is,  granted  said 
petitioner  to  merge  and  consolidate  its  capital  stock,  prop- 
erties, roads,  equipment,  adjuncts,  franchises,  claims,  de- 
mands, contracts,  agreements,  obligations,  debts,  liabilities 
and  assets  of  every  kind  and  description,  together  with 
those  of  like  character  of  such  railroads  organized  under  the 
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laws  of  the  State  of  New  Mexico,  hereinbefore  described, 
apon  such  terms  and  in  such  manner  as  is  provided  for  under 
the  laws  of  the  State  of  Arizona  and  of  the  State  of  New 
Mexico,  respectively:  Provided,  that  the  entire  issue  of  the 
capital  stock  and  bonded  indebtedness  of  such  consolidated 
company  issued  in  lieu  of  the  present  outstanding  stock  and 
bonded  indebtedness  of  such  separate  companies  so  propos- 
ing to  consolidate  shall  not  exceed,  without  the  further  con- 
sent of  this  Commission,  the  present  total  amount  of  all  such 
capital  stock  and  bonds  issued  by  each  of  said  companies, 
respectively,  and  now  outstanding,  but  with  permission  to 
such  petitioner  to  make  further  representations  to  this  Com- 
mission with  refei-ence  thereto,  provided  it  should  occur 
for  any  reason  tliat  it  is  necessary  in  order  to  effect  such 
consolidation,  or  any  other  lawful  purpose,  determined  upon 
by  such  consolidated  company,  that  the  same  shall  be  in- 
creased to  a  reasonable  extent  in  order  to  effect  such  pur- 
pose; and,  /irovUled.  further,  that  such  proposed  consolida- 
tion shall  not  be,  or  become  finally  effective,  nor  the  same 
filed  for  record,  until  the  final  agreements  and  records  of 
such  companies  made  to  effect  such  consolidation,  or  copies 
thereof,  certified  under  the  seal  of  said  companies  so  pro- 
posing to  consolidate,  shall  have  been  submitted  to  this  Com- 
mission, and  compliance  by  said  companies  with  the  laws  of 
the  States  of  Arizona  and  New  Mexico,  respectively,  and 
the  order  of  this  Commission,  concerning  such  consolidation, 
shall  have  been  ascertained  and  determined  by  this  Commis- 
sion. T*  '^ 
Dated  at  Phoenix,  Arizona,  this  seventeenth  day  of  June, 
1913. 


5dbyG00gIC 


Appl.  op  Phoenix  and  Eastern  R.  R.  Co.,  et  al.  1025 

In  the  Mattbe  op  the  Appuc.vtion  op  the  Phoenix  and 
Eastern  Railroad  Company  and  Arizona  Eastern 
Railroad  Company  for  Approval  of  Contract  whereby 
THE  Former  Company  Leases  Itb  Property  to  the  Ari- 
zona Eastern  Railroad  Company. 

Docket  No.  78. 

Decided  June  2?,   19'3- 
Lease  of  Parallel  and  Competing  Lines — Duplication  of  Facilities. 

Upon  application  for  permission  to  lease  the  property  of  the  Phoenix 
and  Eastern  Railroad  Company  to  the  Arizona  Eastern  Railroad  Company, 
it  appeared  that  both  companies  were  controlled  by  the  Southern  Pacific 
Company  through  stock  ownership,  that  they  were  under  the  same  manage- 
ment, that  in  many  instances  their  lines  were  parallel  to  each  other  and 
that  between  Phoenix  and  Tempe  only  one  track  was  in  service,  the  rails 
of  each  company  being  used  at  different  points.  The  lease  provided, 
among  other  things,  that  the  Arizona  Eastern  should  receive  the  entire 
revenues  and  should  pay  the  Phoenix  and  Eastern  a  rental  of  $1,000  per 
year  and  that  the  Arizona  Eastern  might  dispose  of  any  of  the  property 
of  the  Phoenix  and  Eastern  which,  in  the  former's  judgment,  was  not  needed. 

Held:  That  irrespective  of  the  question  of  the  propriety  and  legality  of 
permitting  the  acquisition  of  parallel  and  competing  lines,  it  is  improper  to 
burden  the  public  with  the  maintenance  of  unnecessary  and  duplicate 
facilities  as  is  contemplated  by  the  lease,  and,  further,  that  the  terms  of 
the  lease  are  inequitable,  especially  in  respect  to  the  power  and  authority 
granted  to  the  lessee; 

That  the  lease  in  its  present  form  should  not  he  approved,  but  that  the 
applicants  should  be  permitted  to  continue  their  present  relations  for  a 
period  of  not  more  than  six  months,  and  should  submit  a  revised  lease, 
fair  to  both  parties,  providing  for  the  leasing  to  the  Arizona  Eastern  of 
such  of  the  lines  of  the  Phoenix  and  Eastern  as  are  not  parallel  and 
competiiig.* 

Opinion. 

The  Phoenix  and  Eastern  Railroad  Company  (hereinafter 
called  P.  and  E.)  and  the  Arizona  Eastern  Railroad  Com- 
pany (hereinafter  called  A.  E.)  are  each  Arizona  corpora- 
tions owning  lines  of  railroad  wholly  within  this  State.  By 
joint  application  filed  April  21,  1912,  approval  was  asked  of 
a  contract  made  and  entered  into  April  12,  1913,  hy  and  be- 

'Editor's  headnote. 
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tween  tbese  companies  through  their  board  of  directors 
whereby  the  P.  and  E.  leased  its  equipment  and  properties  to 
the  A.  E.  for  a  term  of  years  beginning  July  1,  1913,  and 
ending  June  30,  1935. 

Petitioners  rested  their  application  npon  the  sabmission 
of  same,  together  \rith  a  copy  of  the  lease,  and  an  informal 
statement  of  their  joint  secretary.  On  file  with  the  Commis- 
sion are  the  annual  reports  of  the  P.  and  E.,  A.  E.  and 
Southern  Pacific  Company,  and  other  documents  and  reports 
bearing  upon  the  history,  physical  characteristics,  ownership, 
location  and  traffic  relations  of  the  applicants.  The  Com- 
mission has  made  such  inspection  of  these  properties  as  was 
deemed  necpssarr  to  intelligently  and  properly-  pass  npon 
the  matters  and  things  involved. 

Petition  of  applicants  states  in  brief: 

1.  That   they   are   Arizona   corporations; 

2.  That  the  P.  and  E.  owns  a  line  of  railroad  extending  from  Phoenix 
to  Winkelman; 

3.  That  the  A.  E.,  among  others,  owns  and  operates  a  Hat  between 
Phoenix  and  Maricopa,  and  is  "authorized  to  acquire  or  construct 
and  operate  a  line  from   Phoenix  to  Winkelman"  ; 

4.  That  the  P.  and  E.  line  described  connects  with  the  A.  E.  frum 
Maricopa  to  Phoenix  and  that  the  operation  "of  said  several  lines 
of  both  of  these  companies  under  one  management  as  a  connected 
and  continuous  line  of  railroad  will  promote  the  best  interests  of  both 
companies  and  of  the  public  served  by  said  several  lines  of  railroad'': 

5.  That  a  contract  was  made  March  1.  1910,  whereby  the  P.  and  E.  was 
leased  to  the  A.  E.  for  one  year  and  four  months  with  a  provision  for 
extensions  from  year  to  year;  that  the  present  lease  expires  Jnne 
30,  1913; 

6.  That  the  interests  of  the  applicants  and  the  public  will  be  promoted 
by  the  execution  of  a  new  lease  to  expire  June  30,  I93S. 

The  lease,  dated  April  12,  1913,  describes  the  line  to  be 
leased  as  beginning  in  the  City  of  Phoenix  at  a  point  of  inter- 
Bection  with  the  track  of  the  Santa  Fe,  Prescott  and  Phoenix 
Eailway  Company  and  extending  thence  to  Winkelman.  a 
distance  of  95.26  miles,  and  includes  all  other  property  real 
and  personal  J] 

The  lease  provides  that  the  A.  E.  shall  receive  all  revenues 
and  profits  of  the  leased  property ;  shall  keep  it  in  repair,  and 
may,  with  the  consent  of  P.  and  E.,  construct  or  acquire,  at 
the  expense  of  the  latter,  extensions  or  branches,  and  may, 
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without  the  consent  ot  P.  and  E.,  construct  or  acquire  better- 
ments of  or  additions  to  the  property  leased  which  in  the 
judgment  of  the  A.  E.  maj  be  necessary,  such  additions  to  be 
subject  to  the  terms  of  the  lease. 

Provisiou  is  made  for  a  rental  payment  to  the  P.  and  E. 
of  f  1,000  annually  and  that  the  A.  E.  shall  pay  to  the  creditors 
of  the  P.  and  E.,  interest  not  to  exceed  six  per  cent,  per  an- 
num on  the  existing  indebtedness  of  the  P.  and  E.  and  on  all 
additional  indebtedness  incurred  by  it  in  making  repayments 
to  the  A.  E.  of  all  sums  advanced  or  expended  by  the  A.  E. 
for  extensions,  betterments,  etc.  The  A.  E.  shall  have  a  lieu 
upon  the  property  for  any  advances  or  expendituirea 

If,  in  the  judgment  of  the  A.  E.,  any  of  the  property  of  the 
P.  and  E.  is  not  required,  including  track  or  roadway,  same 
may  he  sold  or  "disposed  of"  by  the  A.  E.,  the  proceeds  to  be 
applied  to  betterments. 

The  lease  may  be  terminated  by  either  party  at  the  end 
of  any  fiscal  year  (June  30),  upon  sixty  days'  previona 
notice,  or,  in  event  the  A.  E.  shall  be  disposed  of  or  lose 
possession  of  the  line  or  any  substantial  portion  thereof, 
it  may  terminate  same  by  notice  to  the  president  or  secre- 
tary of  the  P.  and  E. 

From  annual  reports  of  applicant  companies  we  find  the 
Southern  Pacific  Company,  a  Kentucky  corporation,  to  be 
in  direct  control  of  each,  through  ownership  of  substantially 
all  of  the  capital  stock  of  both  companies.  The  directorate, 
to  a  certain  extent,  is  interlocking;  the  president,  secretary, 
treasurer,  chief  counsel,  auditor  and  traffic  officials  act 
jointly  in  their  several  offices  for  both  companies.  The  owner- 
ship and  administration  of  the  properties  of  these  two  com- 
panies are  wholly  in  common. 

The  Phoenix  and  Eastern  Railroad  Company  was  char- 
tered August  31,  1901,  for  fifty  years.  .It  was  built  by  the 
interests  that  operate  and  control  the  Atchison,  Topeka  and 
Santa  Fe  Railway  Company,  who  operated  it  in  the  interest 
of,  and  as  a  connection  with,  the  Santa  Pe,  Prescott  and 
Phoenix  Railway  Company,  a  Santa  Fe  subsidiary  line  until 
(about)  1906,  when  it  passed  to  the  Southern  Pacific  Com- 
pany by  transfer  of  the  outstanding  stock. 


:vC(>OgIC 


1028  Abizona  Corpobation  Commission. 

The  Arizona  Eastern  Railroad  Company  was  orgamu<l 
February  1,  1910,  and  is  a  cousolldated  company  composai 
ot  the  following  constituent  companies :  Gila  Valley,  Globe 
and  Northern  Railroad  Company,  The  Maricopa  and  Phoeuii 
Railroad  Company,  Arizona  and  Colorado  Railroad  Com- 
pany, Arizona  Eastern  Railroad  Company,  Arizona  and  Colfr 
rado  Railroad  Company  of  New  Mexico  and  Arizona  Eastern 
Railroad  Company  of  New  Mexico.  In  addition  to  the  lines 
of  railroad  described  in  the  petition  of  applicant  companiti, 
the  Arizona  Eaetem  Railroad  Company  owns  a  line  ol  rail- 
road extending  from  P.  and  E.  Junction  to  Mesa,  a  distance 
of  7.64  miles. 

At  the  time  of  the  construction  of  the  Phoenix  and  Easten 
Railroad,  The  Maricopa  and  Phoenix  Railroad  Compa]i.T 
owned  and  operated  a  line  extending  from  Phoenix  to  Tempe. 
a  distance  of  8.13  miles,  and  on  to  Maricopa,  a  total  disUDce 
of  34.92  miles,  and  a  branch  extending  from  Tempe  to  Mesa 
about  8.5  miles. 

This  Maricopa  and  Phoenix  line  was  owned  by  and  oper 
ated  in  the  interest  of  the  Southern  Pacific  Company  and 
the  Southern  Pacific  Company  owned  this  line  when  it  ac- 
quired the  Phoenix  and  Eastern  Railroad  Company,  par- 
alleling it  to  Tempe  and  practically  paralleling  it  from  Temp; 
to  Mesa,  a  total  distance  of  16.77  miles,  approximately.  &' 
far  as  the  business  of  Tempe  and  Mesa  was  and  is  concerned, 
the  Southern  I'acific  controls  a  parallel  and  competing  )iD>'- 

The  Phoenix  and  Eastern  reports  to  this  Commission  ilie 
total  mileage  from  Phoenix  to  Winkelman,  consisting  v' 
91.81  miles.  The  Arizona  Eastern  includes  in  its  report  tit 
mileage  from  Maricopa  to  Plioenix  through  Tempe  and  il:< 
mileage  from  Tempe  to  Mesa,  and  under  the  caption,  "BiaJ 
Operated — Entire  line,"  the  mileage  of  both  the  Phoenii  u^- 
Eastern  and  the  Arizona  Eastern  between  Phoenix  and  Me-^i 
is  shown. 

The  railroad  bridge  of  the  Phoenix  and  Eastern  acws 
the  Salt  River  was  destroyed  by  floods  a  number  of  .veaK 
ago  and  is  at  this  time  and  has  been  since  its  destruction,  ^^ 
tirely  out  of  commission. 

An  examination  of  the  roads  between  Phoenix  and  Teit? 
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discloses  the  fact  that  but  one  continuous  line  is  being  op- 
erated. This  line  is  made  up  in  part  of  the  Phoenix  and 
Eastern,  and  in  part  of  the  Arizona  Eastern.  The  line  in 
service  for  the  operation  of  trains  is  that  of  the  Arizona 
Eastern  from  Phoenix  to  Kendall,  a  distance  of  4.77  miles. 
From  Keudali  the  Phoenix  and  Eastern  is  used  for  a  short 
distance.  Before  reaching  the  river,  trains  are  again  di- 
verted to  the  Arizona  Eastern  track  which  is  used  across  the 
river  and  to  the  Tempe  depot. 

From  the  Working  Time  Table  of  applicants,  we  find  that 
between  P.  and  E.  Junction,  a  station  one  mile  east  of  the 
Tempe  depot,  to  Mesa,  one  mixed  train  a  day  is  operated  in 
one  direction.  The  only  station  from  and  to  which  much 
traflfic  moves  on  the  line  between  P.  and  E.  Junction 
and  Mesa  is  Creamery,  .73  of  a  mile  east  of  P.  and  E.  Junc- 
tion. Traffic  to  and  from  Creamery  is  handled  in  part  by  this 
one  train  and  in  part  by  switch  engines.  For  a  part  of  the 
distance  between  Phoenix  and  Tempe,  the  rails  and  ties  of 
one  of  these  lines  have  been  removed  and  for  a  portion  of 
the  distance,  the  track  is  still  intact,  but,  as  previously 
stated,  but  one  track  is  in  service  and  in  fact  but  one  track 
is  required  for  the  traffic  being  moved, 

Without  going  into  the  question  of  the  property  or  legal- 
ity of  a  railroad  company  acquiring  a  parallel  and  competing 
line,  it  is  sufficient  for  us  to  say  that  we  deem  it  improper  to 
burden  the  public  by  the  maintenance  of  unnecessary  and 
duplicate  facilities. 

We  have  reviewed  briefly  the  facts  as  we  find  them  to  exist 
with  respect  to  physical  and  operating  conditions.  The  terms 
of  the  lease  which  we  are  asked  to  approve  appear  to  us  to 
be  inequitable  and  open  to  criticism  in  many  respects.  The 
power  and  authority  found  to  be  granted  the  lessee  com- 
pany does  not  meet  with  our  approval.  Inasmuch  as  our 
approval  of  this  contract  or  lease  will  be  withheld,  it  does 
not  seem  necessary  to  comment  with  much  particularity  as 
to  these  features ;  they  are  obvious. 

Upon  full  consideration  of  the  application  and  the  lease 
and  due  consideration  having  been  given  to  all  of  the  facts 
available  to  us,  we  are  of  the  opinion  and  will  so  hold,  that 
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this  lease  in  its  preeeut  form  should  be  disapproved.  Thai 
tile  applicants  herein  may  be  permitted  to  continue  tteir 
present  relatione  for  a  period  of  not  to  exceed  six  moDthsaM 
that  the  Arizona  Eastern  Railroad  Company  and  the  Phoenii 
and  Eastern  Kailroad  Company  should  on  or  before  Jannuj 
1, 1914,  submit  to  this  Commission  a  proposed  lease  wiucib; 
its  terms  will  provide  for  the  leasing  of  such  bf  the  lines  o( 
the  Phoenix  and  Eastern  Bailroad  Company  as  are  not  par- 
allel and  competing,  and  the  terms  of  which  shall,  in  all  ts- 
spectfl,  be  fair  and  equitable  to  both  parties. 

Obdbr. 

/*  is,  therefore,  ordered,  That  the  application  of  the  Phoenis 
and  Eastern  Railroad  Company  and  the  Arizona  Easien 
Bailroad  Company  for  approval  of  the  contract  entered  im-- 
between  these  companies,  whereby  the  line  of  railroad,  equip 
ment  and  properties  of  the  Phoenix  and  Eastern  Eailrtu^ 
Company  are  leased  and  let  to  the  Arizona  Eastern  Baiifc*! 
Company  for  a  term  of  years  beginning  July  1,  1913,  m' 
ending  June  30,  11)35,  be  and  the  same  is  hereby  denied. 

/*  is  further  ordered,  That  the  Phoenix  and  Eastern  ^■' 
road  Company  and  the  Arizona  Eastern  Railroad  Comps".' 
shall,  on  or  before  January  1,  1914,  submit  to  this  CoBnui- 
sion  a  form  of  proposed  lease  for  approval,  whicb,  in  i'' 
terms,  shall  provide  for  leasing  only  such  property  of  il' 
Phoenix  and  Eastern  Railroad  Company  as  is  not  dirti"'! 
in  competition  witli  the  Arizona  Eastern  Railroad  ComfWI 
and  that  said  proposed  lease  shall  be  fair  and  equitable!^ 
its  terms  as  between  the  parties  in  interest. 

The  foregoing  opinion  and  order  was  on  the  twentj-i--^ 
enth  day  of  Jtine,  1913,  adopted  as  the  opinion  and  order' 
this  Commission. 
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Railroad  Commission. 

In  the  Matter  op  the  Application  of  James  A.  Muebay 
AND  Ed.  Fletchee  foe  an  Obdbe  Authoeizing  and  Pbe- 

MITTINQ     AN     InCEEASE     IN     THE  BbNTALS,     TOLLS     AND 
ChAEGBB  foe  WaTBE  FdENISHED  IN  THE  COUNTT  OF  SaN 

DiBGOj  State  op  Oalifoenia. 

Application  No.  118 — Deciaion  No.  764. 

Decided  July  i,  1913. 

Wholesale  and  Retail  Water  Ratea. 

Application  of  Paci&c  Building  Company  for  rehearing  and  modification  of 
Commissions'  Decision  No.  5,16*  in  this  case  as  to  the  rates  charged  by 
Murray  and  Fletcher  to  this  company. 

Held:  Cuyamaca  Water  Company  to  reduce  wholesale  rates  for  water  to 
Pacific  Building  Company  from  25  cents  to  18  cents  per  1,000  gallons,  total 
consumption  not  to  exceed  9,875  miner's  inches  per  annum.  Pacific  Build- 
ing Company  to  charge  25  cents  per  thousand,  with  minimum  rate  of  $1.00. 

Appeabances  : 

A.  H.  Sweet,  for  applicants. 

Haines  and  Haines,  D.  G.  Gordon,  Crouch  and  Harris,  for 
consumers. 

Rbpoet. 

Eshleman,  Commissioner: 

The  Pacific  Building  Company  lias  applied  to  this  Oom- 
mission  for  a  reliearing  and  modification  of  the  order*  here- 
tofore entered  in  this  case  respecting  the  rates  which  shall 
be  charged  by  Murray  and  Fletcher  to  this  company.  The 
Pacific  Building  Company  is  a  land  company  which  operates 
a  water  system  in  conjunction  with  the  property  sold  by  it 
and  by  its  predecessor  in  ownership  of  this  water  system. 


"Printed  in  Commission  Leaflet  No.  18,  at  page  1002.— 
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It  has  been  furnishing  water  to  its  consumers  at  20  cents  per 
thouBaod  gallous  witli  a  minimum  mouthlj  charge  of  ^W. 
It  has  in  the  neighborhood  of  318  metered  consumers. 

In  the  order  in  Application  No.  118,*  the  Commission  uses 
the  following  language  with  reference  to  the  rates  fur  du- 
mestic  nee: 

"For  domestic  use  25  cents  per  thousand  Kallons  with  a.  minimum  durgc 
of  $1^5  per  month,  the  applicants  to  furnish  meters  and  cost  of  instillafico 
of  all  facilities,  the  consumer  to  Furnish  pipe  upon  his  own  prenuKS." 

It  is  urged  by  the  Pacific  Building  Companj  that  it  can 
not  pay  the  Cujamaca  Water  Company  25  cents  per  tlioQ- 
sand  gallons  and  then  distribute  the  water  to  its  patrom  at 
the  same  price,  and  of  course  this  goes  without  sajiag  &nd 
it  is  admitted  by  the  owners  of  the  Cuyamaca  system.  It  onlr 
remains  to  be  determined,  therefore,  what  niodifieatiou  in 
the  order  shall  be  made  respecting  that  wholesale  rate  whicli 
shall  be  charged  by  the  ownei-s  of  the  Cuyamaca  ayBtem  to 
the  Pacific  Building  Company.  After  consideration  of  the 
evidence  introduced  on  this  point  and  the  statements  filei 
1  am  of  the  opinion  that  a  rate  of  18  cents  per  thousand  gal- 
lons is,  under  all  the  circumstances  of  this  case  at  the  present 
time,  a  reasonable  rate  to  be  charged  by  the  Cuyamaca  Water 
Company  to  the  Pacific  Building  Company  for  the  water  dis- 
tributed by  the  latter  company.  The  Pacific  Building  Cnm- 
pany  should  be  allowed  to  charge  the  rate  which  is  estab- 
lished for  a  corresponding  service  to  be  performed  by  i\" 
Cuyamaca  Water  Company  in  the  decision  in  Applicatioo 
No.  118,*  and  such  permission  would  be  granted  to  it  new 
it  not  for  the  fact  that  a  complaint  is  now  pending  before  Ibi* 
Commission,  and  not  yet  determined,  wherein  the  qnalitrof 
the  service  of  the  Pacific  Building  Company  is  called  in  que^ 
tion.  The  rate  of  25  cents  per  thojisand  gallons  with  a  luini- 
mum  charge  of  fl.25  fixed  in  Application  No.  118"  vBi'  th 
rate  to  be  charged  for  good  service.  If  the  service  is  poor  ihf 
rate  should  be  lower,  I  am  ready  to  recommend,  however,  tha: 
the  Pacific  Building  Company  be  permitted  to  charge  ll' 
rate  of  25  cents  per  thousand  gallons  fixed  as  a  rate  for  do- 
mestic consumption  in  Application  No.  118,"  but  that  it  '* 

•The    Commission's   syllabus    of    this    case   was   printed    in    Conunisii  ' 
Uaflet  No.  18,  at  page  1002.— Ed. 
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repaired  to  maintain  the  minimum  rate  of  fl.OO  per  con- 
sumer which  it  is  now  charging.  No  public  utility  should  be 
permitted  to  bring  about  an  increase  in  its  rates  when  the 
character  of  its  service  is  iu  question.  If  after  the  hearing 
of  Case  No.  403,  which  is  the  complaint  now  pending  against 
the  Pacific  Building  Company,  it  shall  be  found  that  its  serv- 
ice is  in  fact  good,  or  as  soon  thereafter  as  its  service  shall 
be  proper  in  all  respects,  I  recommend  that  it  be  permitted 
to  enforce  the  minimum  charge  of  |I.2o  per  mouth. 
I  submit  the  following  order : 

Obdbb. 

Pacific  Building  Company  liaving  applied  for  a  reheariag 
and  modification  of  the  order*  in  this  case,  and  a  hearing 
having  been  held,  and  tteing  fully  apprised  iu  the  premises, 

It  is  hereby  ordered, 

First  :  That  the  rate  at  which  the  Cuyamaca  Water  Com- 
pany shall  deliver  water  to  the  Pacific  Building  Company 
shall  be  18  cents  per  thousand  gallons  up  to  a  total  consump- 
tion of  9,875  miner's  inches  per  annum,  and  that  beyond  that 
quantity  no  water  shall  be  delivered  without  the  further  order 
of  this  Commission,  and  the  rate  of  18  cents  per  thousand 
gallons  is  hereby  fixed  as  the  just  and  reasonable  rate  for 
this  service. 

Second:  Pacific  Building  Company  shall  charge  25  cents 
per  thousand  gallons  to  its  consumers  with  a  minimum  rate 
to  each  consumer  of  fl.OO  per  month,  and  shall  observe  the 
conditions  with  reference  to  the  installation  of  meters  and 
service  prescribed  in  the  main  order"  in  this  case,  and  the 
rate  of  25  cents  per  thousand  gallons  with  a  minimum  charge 
of  fl.00  is  hereby  fixed  as  the  just  and  reasonable  rate  to  be 
charged  by  the  said  Pacific  Building  Company  to  its  con- 
sumers. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
ordered  filed  as  the  opinion  and  order  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  first  day  of  July, 
1913. 


*The    Commission's   syllabus    of   this    case    was   printed   in    Commission 
Leaflet  No.  1&  at  page  1002.— Ed. 
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Hugh  A.  Boyle  vs.  Belvedere  Land  and  Watee  CoMPun,    | 
et  al. 

Case  No.  373— Decision  No.  774.  ! 

Dtcided  July  3,  ifus. 

Discontinuance  of  Service  by  Consumera — Invanon   cf  Ocaqncd  Field 
by  Hntiul  Company — Right  to  Supply  Water  to  b«  Used  in  Tcni- 
tory  of  Competitor. 

Coniplainl  of  Hugh  A.   Boyle  alleging  invasion  of   territory  Knri  Ij 
him  by  Belvedere  Land  and  Water  Company. 
Held:  Complaint  not  sustained,  dismissed, 

Appbabancbs  : 

M.  I.  Sullivan,  for  Hngh  A.  Boyle. 

J.  M.  Burke,  for  Burlie,  LeMay,  Hunter  and  Brasaill 

Powell  and  Dow,  for  Belvedere  Land  and  Water  Compsny. 

Bbpobt. 

Edgerton,  Vommissioner : 

Plaintiff  complains  against  tbe  individual  defendasli 
herein,  and  alleges  that  said  defendants  between  the  fifteenii 
day  of  February,  1913,  and  the  third  day  of  March,  1913. 
wrongfully  disconnected  the  pipes  through  which  said  i" 
fendants  were  receiving  water  from  the  water  system  owdp: 
and  operated  by  plaintiff,  and  thereafter  received  water,  an 
are  now  receiving  water  from  tbe  defendant,  tbe  Belveiirf' 
Land  and  Water  Company. 

That  said  Belvedere  Land  and  Water  Company  has  wrou- 
fully,  without  obtaining  au  order  therefor  from  the  BaiIr"J' 
Commission  of  the  State  of  California,  extended  its  aysu- 
and  service  into  tbe  territory  occupied  and  -served  by  i ' 
system  of  tbe  plaintiff,  and  tliat  it  served  and  is  now  sff 
ing  said  individual  defendants  witli  water  from  ita  syslflt 
and  that  said  Belvedere  Land  and  Water  Company  esKDiir- 
its  system  so  as  to  interfere  with  the  operation  of  the  Bji't- 
of  plaintiff. 
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There  can  be  no  doubt  that  consumers  of  a  public  utility 
service  have  a  right  at  any  time  to  discontinue  rfeceiving  such 
service,  and,  therefore,  the  complaint  against  the  individual 
defendants  herein  that  they  disconnected  themselves  from 
the  water  system  of  plaintiff  can  not  be  entertained. 

No  evidence  was  introduced  to  show  that  the  Belvedere 
Land  and  Water  Company  was  interfering,  in  constmcting 
or  extending  its  plant  or  system,  with  the  operation  of  the 
plant  or  system  of  plaintiff. 

It  only  remains  to  be  determined,  therefore,  whether  the 
Belvedere  Land  and  Water  Company  has  extended  its  sys- 
tem into  the  territory  now  served  by  the  system  of  plaintiff 
without  the  anthorization  of  this  Commission,  or  whether 
the  individual  defendants  constitute  a  public  utility  mating 
a  like  invasion  with  a  system  into  the  field  now  occupied  by 
plaintiff. 

It  appears  that  plaintiff  owns  and  operates  a  water  dis- 
tribnting  system,  furnishing  water  to  certain  residents  in 
and  about  the  Town  of  Tiburon,  County  of  Marin,  State  of 
California,  and  the  Belvedere  Land  and  Water  Company 
owns  and  operates  a  water  system  furnishing  water  to  cer- 
tain residents  in  the  County  of  Marin,  State  of  California, 
outside  of  the  territory  furnished  by  the  system  of  plaintiff. 

That  between  the  fifteenth  day  of  February,  1913,  and 
the  third  day  of  March,  1913,  a  number  of  the  customers  of 
plaintiff  disconnected  themselves  from  the  system  of  plain- 
tiff, and,  at  their  own  expense,  constructed  a  pipe  line  con- 
necting with  their  property  on  the  one  hand  and  running  to 
the  main  of  the  Belvedere  Land  and  Water  Company  witliin 
the  territory  served  by  it,  and  thereafter  purchased  from 
the  Belvedere  Land  and  Water  Company  water  measured 
'  at  a  meter  placed  at  the  point  where  the  pipe  put  in  by  these 
consumers  connects  with  the  main  of  said  Belvedere  Land 
and  Water  Company. 

The  Belvedere  Land  and  Water  Company  collects  fi-om 
one  of  these  consumers,  who  acts  for  all  of  them,  and  be  in 
turn  collects  from  his  fellow  consumers  the  amount  he  pays 
the  Belvedere  Land  and  Water  Company  on  the  basis  of  the 
amount  of  water  used  by  each  of  these  consumers. 
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There  is  no  evidence  that  the  Belvedere  Land  and  Water 
Company  has  laid  any  pipe  in  the  territory  occupied  and 
served  by  plaintiff,  nor  is  there  any  evidence  to  sustain  the 
contention  that  the  consumers  constitute  a  puhlic  utility. 

The  consumers  are  a  voluntary  association  made  up  of 
individuals  who  have  contributed  to  the  cost  of  laying  these 
pipe  lines,  and  who  each  bears  a  proportion  of  the  cost  of  the 
water  furnished,  based  on  the  amount  of  water  each  uses. 

Clearly,  the  consumers  are,  if  anything,  a  mutual  con- 
cern, which,  under  the  Public  Utilities  Act,  may  enter  a  field 
occupied  by  a  public  utility  without  the  consent  of  the  Rail- 
road Commission. 

The  evidence  establishes  beyond  a  doubt  that  the  Belvedere 
T^nd  and  Water  Company  is  only  selling  water  at  the  meter 
on  its  pipe  line  within  its  own  territory  and  that  it  has  no 
interest  whatever  in  the  pipe  line  laid  by  these  consumers, 
and  as  it  has  a  right  to  sell  water  within  its  own  territory 
and  is  not  obligated  to  prevent  such  water  being  used  in  the 
territory  of  a  rival,  it  is  clear  that  the  Belvedere  Land  and 
Water  Company  can  not  be  held  to  have  in  any  way  ex- 
tended its  system  into  the  territory  occupied  by  plaintiff: 

Therefore,  I  recommend  that  no  action  be  taken  as  prayed 
for  by  plaintiff,  and  that  said  complaint  be  dismissed. 

I  submit  herewith  the  following  form  of  order: 

Ordbb. 

Complaint  having  been  made  by  Hugh  A.  Boyle  vs.  Helve- 
dere  Land  and  Water  Company  and  Wm.  J.  Hunter,  Jame$ 
K.  Brassill,  Jane  LeMay  and  Charles  A.  Bwke,  and  said 
defendants  having  answered,  and  a  hearing  having  been  had, 
and  the  Commission  being  fully  advised  in  the  premises, 

/*  is  hereby  found  as  a  fact.  That  Belvedere  Land  and 
Water  Company  and  Wra.  J.  Hunter,  James  K.  Brassill, 
Jane  LeMay  and  Charles  A.  Burke  have  not,  nor  has  either 
of  them  as  a  public  utility,  begun  the  construction  of  a  plant 
or  system  or  any  extension  of  such  plant  or  system  into  ter- 
ritory theretofore  or  now  served  by  the  water  system  of 
plaintiff: 
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And  it  is  hereby  further  found  as  a  fact,  That  none  of 
said  defendants,  or  either  of  them,  has  constructed  or  ex- 
tended a  plant  or  system  so  as  to  interfere  with  the  operation 
of  the  plant  or  system  now  operated  by  plaintiff. 

Ordered,  That  the  complaint  herein  be  dismissed. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
ordered  filed  as  the  opinion  and  order  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  second  day  of 
July,  1913. 


Cm  OP  Santa  Paula  vs.  Santa  Claba  Water  and  Irbi- 
OATioN  Company. 

Case  No.  349— Decision  No.  805. 
Dtcided  July  23,  I9Z3- 

Juriadiction  of  Commission  and  Municipalities  over  Public  Utilitin — 
Police  and  Sanitarfr  Regulations. 

Complainant  alleges  defendant  maintains  an  open  water  ditch  which  is 
unsanitary  and  a  menace  to  public  health. 

Held:  Complaint  dismissed,  as  city  and  not  the  Commission  has  jtirisdic- 
tion  to  grant  relief  asked. 

Appbabanobs: 

Arthur  H.  Blanchard  and  Dow  C.  Rowker,  for  the  City  of 
Santa  Paula. 

E.  M.  SeJhy,  of  Hiatt  and  Selby,  for  Santa  Clara  Water  and 
Irrigation  Company. 

Rbpobt. 

GOBDON,  Commissioner: 

The  City  of  Santa  Paula  brought  this  complaint  for  the 
purpose  of  compelling  the  Santa  Clara  Water  and  Irrigation 
Company  to  discontinue  and  abandon  the  use  of  an  open 
water  ditch  running  through  the  city  from  the  eastern  bound- 
ary to  the  western  boundary  thereof,  and  to  substitute  a 
buried  pipe  line  in  the  place  of  this  open  ditch. 


:vC(>OgIC 


1038  California  Bailhoau  Commission. 

The  complaint  alleges  in  effect  that  the  defendant  permita 
Johnson  grass  to  prow  on  the  hanks  of  this  ditch,  and  that 
the  seed  from  this  gram  is  carried  to  neighboring  farms  t-> 
the  injury  of  the  latter;  that  the  ditch  is  a  menace  to  public 
health  and  safety  because  it  nins  close  to  numerous  barn- 
yards and  outhouses  from  wliicli  ofFcii-sive  matter  drains  into 
the  ditch,  and  that  during  certain  portions  of  the  summer 
season  the  ditch  is  allowed  to  stand  stagnant  and  to  breed 
mosquitoes. 

Prom  the  evidence  introduced  at  the  hearing,  it  appeareil 
that  the  company  was  at  present  taking  active  steps  to  elimi- 
nate the  Johnson  grass  from  thisditch  and  that  practically  all 
of  this  grass  had  been  removed.  I  do  not  consider  it  neces- 
sary, therefore,  to  give  any  further  attention  to  the  allega- 
tion concerning  the  Johnson  grass. 

The  defendant  haa  objected  to  the  consideration  by  the 
Commission  of  the  allegation  in  the  complaint  to  the  effect 
that  the  open  ditch,  as  now  maintained,  is  offensive  to  the 
public  health  and  safety  of  the  city.  The  defendant  con- 
tends that  the  city  itself  has  the  power  to  regulate  these  mat- 
ters, and  to  abate  nuisiuicpH  <if  this  character  when  they  are 
found  to  exist.  The  defendant  has  moved  that  the  complaint 
be  dismissed,  because  of  lack  of  jurisdiction  to  consider  the 
subject  matter  thereof.  I  shall  now  direct  my  attention  to  the 
consideration  of  this  motion. 

The  Public  Utilities  Act  of  this  State,  which  defines  the 
jurisdiction  of  this  Commission,  was  passed  by  the  legisla- 
ture under  the  authority  conferred  upon  the  legislature  by 
Section  23  of  Article  XII  of  the  Constitution  of  this  State, 
as  amended  on  October  10,  3911.  After  defining  certain 
classes  of  public  utilities  and  giving  to  the  legislature  the 
power  to  confer  upon  the  Railroad  Commission  authority 
with  reference  to  such  utilities,  this  section  of  the  constitu- 
tion provides  that  from  and  after  the  passage  by  the  legis- 
lature of  laws  conferring  powers  upon  the  Railroad  Commis- 
sion respecting  public  utilities,  all  powers  over  such  publio 
utilities  theretofore  vested  in  certain  other  public  bodies 
shall  cease  and  the  same  be  exercised  by  the  Railroad  Com- 
mission.    The  section  then  states  a  very  important  proviBO, 
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to  the  effect  that  the  powers  of  control  over  public  utilities 
vested  in  incorporated  cities  and  towns  shall  not  be  trans- 
ferred to  the  Railroad  Commission  until  such  cities  or  towns, 
at  an  election  to  be  held  for  that  purpose,  shall  have  decided 
that  the  powers  possessed  by  the  municipality  shall  be  trans- 
ferred to  the  Railroad  Commission. 

This  Commission  has  taken  the  position  that,  under  this 
constitutional  provision,  the  cities  and  towns  of  the  State 
retain  all  powers  respecting  public  utilities  which  they  had 
on  March  23,  1912,  being  the  effective  date  of  the  Public 
Utilities  Act.  On  that  day  Section  11  of  Article  XI  of  the 
Constitution  of  this  State  was  in  full  force  and  effect,  and 
provided : 

"Any  county,  city,  town  or  township  may  make  and  enforce  within  its 
limits  all  such  local  police,  sanitary  and  other  regulations  as  are  not  in 
conflict  with  general  laws.' 

The  City  of  Santa  Paula  has  never  transferred  to  this 
Commission  the  powers  which  it  holds  by  virtue  of  this  sec- 
tion of  the  constitution.  The  regulation  of  the  defendant 
company's  ditch  within  the  city  of  Sauta  Paula,  with  a  view 
to  protecting  the  health  and  safety  of  the  inhabitants  of  the 
city,  is  clearly  a  police,  or  sanitary  regulation.  It  is  my 
opinion,  therefore,  that  the  power  of  regulation  in  the  in- 
stance set  forth  in  this  complaint  is  vested  exclusively  in 
the  municipal  authorities  of  the  City  of  Santa  Paula,  and  not 
in  this  Commission.  I  believe  that  the  objections  of  the  de- 
fendant to  the  jurisdiction  of  this  Commission  are  well  talten, 
and  I  snbmit  herewith  the  following  order: 

Obdhr. 

The  complaint  in  this  proceeding  having  been  filed  and  a 
copy  thereof  having  been  sent  to  the  defendant  company,  and 
the  latter  company  having  moved  that  the  complaint  be  dis- 
missed on  the  ground  that  this  Commission  does  not  have 
the  jurisdiction  to  consider  the  subject-matter  of  the  same, 
and  the  question  of  jnrisdiction  having  been  argued  before 
the  Commission, 

/(  is  hereby  ordered,  That  the  complaint  in  the  above  en- 
titled proceeding  be  and  the  same  hereby  is  dismissed. 
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The  foregoing  opinion  and  order  are  hereby  approved 
and  ordered  filed  as  the  opinion  and  order  of  the  Railroad 
CommisBion  of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  twenty-third  day 
of  July,  1913. 


In  the  Mattee  of  the  Appi-ication  of  the  Pacific  Gas 
AND  Electbic  Company  foe  an  Ordek  of  the  Raileoad 
Commission  of  the  State  of  Califoenia  Appbovinq  the 
Renewal  of  Certain  Peomissobt  Notes. 

Application  No.  630 — Decision  No.  814. 

Decided  July  24,  mS- 

Renewal  of  Short  Teim  Notes— Jurisdiction  of  Coraminion — Cancella- 
tion of  Securities  Issued  without  Authority. 

Applicant  asks  opinion  on  Commission's  jurisdiction  relative  to  renewing 
short  term  promissory  notes,  and,  if  authoriiation  is  necessary,  for  approval 
of  renewal  of  three  notes  in  the  sum  of  $319,006,06. 

Held:  That  Commission  has  jurisdiction  over  renewal  of  such  notes.  Per- 
mission granted  applicant  to  issue  three  notes,  in  the  afntregate  amount  of 
$319,006.08.  under  certain  conditions. 

Appbaeangb : 

Charles  P.  Outten,  for  applicant. 


Thbi,bn,  Com'tnuisioner: 

This  is  an  application  of  Pacific  Gas  and  Electric  Com- 
pany for  an  interpretation  of  certain  provisions  of  Section 
r2  of  the  Poblic  Utilities  Act,  and  for  an  order  approving 
the  execution  of  certain  promissory  notes  theretofore  made 
and  executed  by  said  company  for  the  purpose  of  renewing 
other  promissory  notes  of  lilte  amount  and  tenor.  The  notes 
referred  to  are  as,  follows : 
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On  October  25, 1912,  applicant  made  and  executed  a  prom- 
issory note  in  favor  of  General  Electric  Company  for  the 
sum  of  1119,006.08,  due  and  payable  on  November  24,  1912. 
New  notes  for  tbe  same  amount  were  thereafter  made  and 
executed  in  favor  of  General  Electric  Company  on  November 
23,  1912,  December  24,  1912,  and  March  24,  1913,  extending 
the  time  of  payment  of  said  notes  to  December  24,  1912, 
March  24, 1913,  and  July  31. 1913,  respectively. 

On  December  26,  1912,  api>licant  made  and  executed  its 
promissory  note  for  tbe  sum  of  $100,000  in  favor  of  As- 
sociated Oil  Company,  due  and  payable  on  February  24, 1913. 
Tbis  note  was  renewed  by  another  promissory  note  of  the 
same  amount,  made  and  executed  on  February  24,  1913. 

On  January  15, 1913,  applicant  made  and  executed  a  prom- 
issory note  for  the  sum  of  flOO,000,  also  in  favor  of  As- 
sociated Oil  Company,  due  and  payable  on  March  16,  1913. 
On  January  25, 1913,  for  some  reawn  which  applicant's  wit- 
ness was  unable  to  state,  tbis  note  was  renewed  by  another 
promissory  note  for  the  same  amount,  also  due  and  payable 
on  March  16,  1913. 

Applicant  also  refers  to  ten  certain  promissory  notes  in 
the  sum  of  |25,000,  payable  to  the  order  of  itself  and  en- 
dorsed and  delivered  to  the  Bank  of  California  National  As- 
sociation, but  it  is  unnecessary  to  refer  further  to  these  notes 
for  the  reason  that  they  have  been  paid  and  the  indebtedness 
evidenced  thereby  discharged. 

The  notes  in  favor  of  the  Associated  Oil  Company  were 
for  oil  which  was  used  in  operation,  and  the  note  in  favor  of 
the  General  Electric  Company  was  to  pay  for  material  used, 
both  in  construction  and  maintenance. 

Applicant  asks  for  the  Commission's  view  as  to  whether  the 
Commission's  order  is  necessary  in  case  of  any  of  these  notes, 
and  if  80,  to  make  an  order  approving  their  execution. 

Section  52  of  the  Public  Utilities  Act  specifies  the  pnr- 
poses  for  which  public  utilities  may  issue  stocks  and  stock 
certificates  and  bonds,  notes  and  other  evidences  of  indebted- 
ness, payable  at  periods  of  more  than  twelve  months  after 
the  date  thereof.  The  section  provides  that  no  utility  shall 
issue  such  stocks,  stock  certificates,  bonds,  notes  and  other 
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evidences  of  indebtedness,  payable  at  periods  of  more  than 
twelve  montbs  after  tbe  date  thereof  unless  it  shall  first  have 
secared  from  this  Commission  an  order  authorizing  such 
issue.  With  reference  to  notes  payable  at  periods  of  not 
more  than  twelve  months  after  the  date  of  isanance  of  the 
same,  the  section  provides  as  follows : 

"A  public  utility  mav  issue  notes,  for  proper  purposes  and  not  in  viola- 
tton  of  any  provision  of  this  act  or  any  other  act,  payable  at  periods  of  not 
more  than  twelve  months  after  the  date  of  issuance  of  the  same,  withont 
the  consent  of  the  Coinmission,  but  no  such  note  shall,  in  whole  or  in  put, 
be  refunded  by  any  issue  of  stocks  or  stock  certificates,  or  of  bondt,  notes 
of  any  term  or  character  or  any  other  evidence  of  indebtedness,  withottt 
the   consent    of   the   Commissioa." 

It  thus  appears  that  the  utilities  were  granted  the  affirma- 
tive right  to  issue  notes  for  proper  purposes  and  not  in  vi'> 
lation  of  any  provision  of  the  Public  Utilities  Act  or  any 
other  act,  if  these  notes  were  payable  at  periods  of  not  more 
than  twelve  months  after  the  date  of  issuance  of  the  same, 
withont  the  consent  of  the  Commission.  The  purpose  of  this 
provision  is  to  enable  utilities  to  secure  short  term  loans  on 
promissory  notes  and  to  take  care  of  emergency  matters  with- 
out the  necessity  of  applying  to  this  Commission  for  an  or- 
der of  authorization.  Before  the  Public  Utilities  Act  was 
drawn,  one  of  the  members  of  the  Public  Service  Commission 
of  New  York  drew  attention  to  the  fact  that  under  a  similar 
provision  in  the  Public  Service  Commissions  Law  of  New 
York,  some  utilities  were  giving  notes  for  periods  of  less  than 
twelve  months  and  then  refunding  these  notes  by  means  of 
other  notes  also  running  less  than  twelve  months  with  the 
result  that  in  this  way  their  financial  operations  were  being 
taken  out  from  the  jurisdiction  of  the  Commission.  In  ac- 
cordance with  his  suggestion,  the  Public  Utilities  Act  of  this 
State  contains  the  following  clause : 

"But  no  such  note  shall,  in  whole  or  in  part,  be  refunded  by  any  issue 
of  stock  or  stock  certificates,  or  of  bonds,  notes  of  any  term  or  character 
or  any  other  evidence  of  indebtedness,  without  the  consent  of  the  Cotn- 
mission.'* 

The  purpose  of  this  clause  ia  to  prevent  the  endless  chain 
arrangement  to  which  the  New  York  commissioner  referred. 
While  a  public  utility  may  issue  one  note  payable  at  a  period 
of  not  more  than  twelve  months  after  the  date  of  issuance  of 
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theu%me,  It  may  not  isBue  auotber  note  to  riifuml  ur  take 
up  the  first  note  without  having  drawn  the  matter  to  the  at- 
tention of  the  Commission  and  secured  the  usual  order  of 
authorization.  I  am  not  impressed  by  the  argument  that 
the  word  "refund"  refers  only  to  notes  payable  to  payees  who 
might  be  third  parties,  and  that  it  does  not  refer  to  a  case 
in  which  a  note  is  paid  by  means  of  a  new  note  running  to  the 
same  payee.  I  thint  the  word  clearly  means  that  uo  note 
issued  for  a  period  of  not  more  than  twelve  months  witliout 
the  consent  of  the  Commission  shall  be  refnndeil  or  taken 
up  by  any  note  "of  any  term  or  character,"  whether  running 
to  the  same  payee  or  another  payee. 

I  am  accordingly  of  the  opinion  that  on  a  proper  imerpre- 
tation  of  Section  52  of  the  Public  Utilities  Act,  the  Pacific 
Gas  and  Electric  Company  should  have  applied  for  this  Com- 
mission's authorization  to  issue  such  notes  as  were  given  iu 
renewal  of  the  first  note  in  each  case.  It  is  evident  that  all 
the  notes  execated  by  the  Pacific  Gas  and  Electric  Company 
were  execated  entirely  in  good  faith  and  without  an  appreciar 
tion  of  the  significance  of  the  provisions  of  Section  52  of 
the  Public.  Utilities  Act  hereinbefore  referred  to. 

With  reference  to  the  prayer  that  this  Commission  make 
an  order  "approving  the  execution"  by  applicant  of  those 
promissory  notes  which  were  made  and  executed  for  the  pur- 
pose of  renewing  other  notes  of  like  amount  and  tenoi",  I 
would  say  that  I  am  satisfied  that  this  Commission  has  no 
authority  to  give  this  specific  relief.  Section  52  (rf)  of  the 
Public  Utilities  Act  provides  in  part  as  follows : 

"All  stodc  and  every  stock  certificate,  and  every  bond,  note  or  other 
evidence  of  indebtedness,  of  a  public  utility,  issued  without  an  order  of 
the  Commission  authorizing  the  same  then  in  effect  shall  be  void." 

A  note  as  to  which  this  Commission's  authorization  is  nec- 
essary is  absolutely  void  unless  such  authorization  has  been 
secured.  It  seems  clear  that  this  Commission  has  no  power 
to  make  valid  an  act  which  is  absolutely  void.  The  Com- 
mission can,  however,  direct  the  applicant  to  i;anrcl  8uc:h 
notes  as  may  have  been  issued  without  its  authoriry  mid  au- 
thorize it  to  execute  new  notes  in  lieu  thereof,  and  I  recom- 
mend that  such  authorization  be  given  in  this  proceeding. 


1044  Calipoenia  Railboad  Commission. 

The  Couuuission  is  now  considering  the  promul^nti^i  uf  a 
general  order  permitting  renewals  of  promissory  notes  with- 
out first  securing  the  consent  of  this  Commission,  provided 
that  the  total  term  of  the  original  note  and  the  notes  fiiven  in 
renewal  shall  not  exceed  twelve  months.  Such  an  order 
would  give  to  the  public  utilities  somewhat  greater  freedom 
of  action,  while  at  the  same  time  not  imperiling  this  Com- 
mission's authority  over  the  finances  of  public  utilities. 

I  submit  herewith  the  following  form  of  order : 

Obobb. 

Pacific  Gas  and  Electric  Company  having  filed  its  applica- 
tion in  the  above  entitled  proceeding  and  a  public  heariuj; 
having  been  held  thereon, 

It  w  hereby  ordered.  That  said  Pacific  Gas  and  Electric 
Company  is  hereby  authorized  to  execute  and  deliver  its  prom- 
issory notes  as  follows ; 

A  promissory  note  in  the  sum  of  fll9,006.0S,  bearing 
interest  at  a  rate  not  to  exceed  six  per  cent,  per  annum,  pay- 
able on  or  before  October  25,  1913,  in  favor  of  General  Elec- 
tric Company,  a  corporation,  to  evidence  the  indebtedness 
which  was  represented  by  promissory  note  in  the  same 
amount  executed  on  October  23,  1912,  in  favor  of  said  Gen- 
eral Electric  Company. 

A  promissory  note  in  the  sum  of  (100,000,  bearing  interest 
at  a  rate  not  to  exceed  six  per  cent,  per  annum,  payable  on 
or  before  December  26, 1913,  in  favor  of  Associated  Oil  Com- 
pany, to  evidence  the  indebtedness  which  was  represented  by 
promissory  note  in  the  same  amount  executed  on  December 
36,  1912,  in  favor  of  said  Associated  Oil  Co. 

A  promissory  note  in  the  sum  of  |100,000,  bearing  interest 
at  a  rate  not  to  exceed  six  per  cent  per  annum,  payable  on 
or  before  January  15,  1914,  in  favor  of  Associated  Oil  Com- 
pany, to  evidence  the  indebtedness  which  was  represented 
by  promissory  note  in  the  same  amount  executed  on  January 
15,  1913,  in  favor  of  said  Associated  Oil  Company. 

Pacific  Gas  and  Electric  Company  shall  make  return  to 
**•'"  Commission  showing  the  fact  of  the  execution  of  such 

'"   '  ■■■■"■■■  " tS'^ 
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notes  and  the  date  and  amount  thereof  and  the  other  informa- 
tion called  for  by  General  Order  No.  24,"  in  so  far  as  ap- 
plicable. 

This  authorization  shall  appl;  only  to  promissory  notes 
executed  on  or  before  the  tenth  day  of  August,  1913. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
ordered  filed  as  the  opinion  and  order  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  twenty-fourth  day 
of  July,  1913. 


V.  A.  SoLAKi  et  al.,  vs.  Tuolumne  County  Elestteio  Powbb 
AND  Light  Company. 

Case  No.  372— Decision  No.  834. 

Decided  July  2V,  mS- 
Exceative  Rates — Origiiul  Cost — Cost  of  Reproduction — Present  Valtu. 

Complainants  allege  defendant's  rates  for  electrical  energy  are  unjust  and 
discriniinatory  and  petition  the  Commission  to  establish  just  rates.  Com- 
mission tinds  defendant's  plant  has  a  valuation  of  $34,475,  on  which 
defendant  is  entitled  to  earn  a  reasonable  return. 

Held:  That  the  rates  of  defendant  are  excessive  and  defendant  ordered 
to  publish  and  put  in  effect  within  twenty  days  the  rates  established  b;  this 
Commission. 

Appbahancbs: 

J.  G.  Webster  and  Roioan  Hardin,  for  complainants. 
J.  B.  Gurtin,  for  defendant. 


Thblen,  Commissioner: 

This  is  a  complaint  by  more  than  twenty-five  residents  of 
Jamestown,  Stent  and  Quartz,  io  Tuolumne  County,  Cali- 
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fomia,  against  the  Tuolumiie  County  Electric  Power  and 
Light  Company,  complainiag  principally  of  the  rates  of  mi 
company. 

The  complaint  alleges  that  the  defendant  is  a  Califoniia 
corporation  engaged  in  supplying  electricity  for  general  do- 
mestic and  commercial  uses  in  Tuolumne  County;  that  de 
fendant's  rates  are  uujuBt  and  unreasonable;  that  defendant 
purchases  its  electric  energy  from  the  Sierra  and  San  FrsH' 
Cisco  Power  Company  at  a  cost  of  not  to  exceed  three  qnaf' 
ters  of  one  cent  per  kilowatt  hour ;  that  the  value  of  defend- 
ant's distributing  system  is  not  in  excess  of  the  sum  ol 
f  10,000;  that  defendant  has  refused  to  install  meters  on  de- 
mand ;  and  that  defendant's  dat  rates  are  uureasonabl;  high 
as  compared  with  its  meter  rates.  The  complainaute  pra.^ 
that  this  Commission  establish  reasonable  rates  and  charges 
for  defendaat's  service  and  that  defendant  be  required  M 
serve  electric  energy  to  all  consumers  upon  like  terms  and 
to  install  meters  for  the  use  of  all  of  its  patrons. 

The  answer  denies  that  the  cost  of  electric  enei^  to  d^ 
fendant  does  not  exceed  three  quarters  of  one  cent  per  kilo- 
watt hour,  and  alleges  that  the  cost  is  1%  cents  per  kiloffair 
hour;  denies  that  the  value  of  defendant's  distributing BysteB 
does  not  exceed  the  sum  of  ?10,000,  and  avers  that  its  value 
is  in  excess  of  the  sum  of  f  10,000 ;  denies  that  its  rates  are 
unjust  or  unreasonable,  and  avers  that  they  yield  defendam 
no  more  than  a  fair  compensation ;  denies  that  defendant  las 
refused  to  install  meters,  and  avers  that  it  prefers  to  ba" 
its  customers  metered  rather  than  on  flat  rates;  and  avers 
that  all  of  the  complainants  who  are  its  customers,  except  one. 
are  supplied  with  a  meter,  and  that  this  one  customer  prefers 
flat  rates. 

A  public  hearing  in  this  proceeding  was  held  in  Jamestovt 
on  June  9,  1913.  Both  sides  presented  evidence,  and  Hr. 
G.  R.  Kenny,  one  of  this  Commission's  engineers,  presentel 
an  exhaustive  report  which  had  been  prepared  by  himsel. 
and  Mr.  Arthur  R.  Kelley,  another  of  this  Commission's  en 
gineers.  The  Commission  has  given  careful  consideration  f 
all  the  evidence  and  has  been  materially  assisted  by  Mr.  t 
Emerson  Hoar,  of  the  Commission's  rate  department 
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The  defendant's  principal  place  of  business  is  in  Sonera, 
Tuolumne  County,  California.  Defendant  furnishes  electric 
energy  for  residence,  store  and  street  lighting  in  the  city  of 
Sonora  and  the  unincorporated  towns  of  Jamestown,  Quartz, 
Stent  and  Columbia,  all  in  Tuolumne  County.  Defendant 
purchases  its  electric  energy  from  the  Sierra  and  San 
Francisco  Power  Company  at  the  rate  of  ly^  cents  per  kilo- 
watt hour.  The  energy  is  delivered  to  the  defendant  at  So- 
nora at  2,300  volts  pressure  and  distributed  at  this  voltage 
in  Sonora,  and  by  means  of  a  2,300-Tolt  transmission  line, 
a  distance  of  five  miles  in  a  general  northwesterly  direction 
to  Columbia  and  by  a  similar  line  in  a  general  southwesterly 
and  southerly  direction,  a  distance  of  some  four  miles  to 
Jamestown,  and  thence  a  few  miles  beyond  to  Quartz  and 
Stent. 

The  defendant  was  incorporated  in  1896.  At  this  time  a 
160-kilowatt  hydroelectric  plant  was  constructed  on  the  Stan- 
islans  River,  about  two  and  one-half  mUes  northwest  of  Co- 
lumbia. Electric  energy  was  delivered  from  said  plant  to  a 
mine  at  Rawhide,  to  a  marble  quarry  near  the  plant,  and  to  a 
few  inhabitants  in  the  Town  of  Columbia.  The  Columbia  Mar- 
ble Company,  which  operates  the  quarry,  was  at  that  time  and 
still  is  owned  in  part  by  the  same  people  who  own  the  stock 
in  the  defendant  company.  In  1897  or  1898  the  line  to  the 
Rawhide  mine  was  taken  up  and  moved,  in  order  to  extend 
the  service  to  Bonora,  where  an  old  lighting  system  had  been 
bought  from  local  people.  Thereafter,  the  line  to  James- 
town, Quartz  and  Stent  was  built.  The  contract  with  the 
Sierra  and  San  Francisco  Power  Company  was  entered  into 
on  August  10,  1910.  At  or  about  the  time  the  defendant  be- 
gan securing  its  power  from  the  Sierra  and  San  Francisco 
Power  Company,  it  sold  its  hydroelectric  plant  on  the  Stanis- 
laus River  to  the  Columbia  Marble  Company.  The  trans- 
mission line  from  this  plant  to  Columbia  is  still  maintained, 
although  it  has  not  been  used  for  three  or  four  years. 

Defendant  fumialies  electric  energy  for  street  lighting  in 
Sonora  and  to  a  lighting  district  in  Jamestown.  The  munici- 
palities pay  for  the  lamps  and  connections  to  the  defendant's 
system.    The  approximate  population  in  the  district  served 
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is  3,350,  and  the  number  of  customers  served  ou  or  aboat 
June  6, 1913,  was  508.  During  the  year  1912,  defendant  pur- 
chased 431,920  kilowatt  hours  of  electric  energy  from  the 
Sierra  and  San  Francisco  Power  Company, 

There  is  no  satisfactory  evidence  of  a  refusal  on  the  part 
of  defendant  to  furnish  meters  ou  demand.  "While  a  meter 
was  removed  from  certain  premises  in  Jamestown  beloi^ug 
to  Mrs.  L.  L.  Coffer,  it  appears  that  this  was  done  because  the 
house  became  vacant  and  because  the  owner  was  unwilling  to 
continue  paying  the  |1.00  minimum  per  month.  There  is 
□0  evidence  that  a  tenant  has  been  secured  for  the  premises 
or  of  any  demand  upon  the  defendant  to  restore  the  meter. 

With  reference  to  the  alleged  discrimination  between  the 
flat  rates  and  the  meter  rates,  the  t^timony  shows  that  the 
defendant  is  abolishing  all  its  flat  rates  as  speedily  as  pos- 
sible and  that  within  the  course  of  a  few  months  none  of 
them  will  be  remaining.  It  accordingly  becomes  annecessary 
to  consider  this  aspect  of  the  case. 

This  leaver  for  consideration  the  main  question  in  the  case, 
which  is  the  reasonableness  of  the  existing  rates. 

The  present  meter  rates  of  the  defendant  are  as  follows : 
LiGHTi  KG— Meter  Raies. 

0  to    200  kilowatt  hours $0  10  Per  kilowatt  hour 

200  to    3O0  kilowatt  hours 09  per  kilowatt  hour 

300  to    400  kilowatt  hours 085  per  kilowatt  hoor 

400  to    50O  kilowatt  hours 07  per  kilowatt  hour 

SOO  to    600  kilowatt  hours 06  per  kilowatt  hour 

600  to    800  kilowatt  hours 055  per  kilowatt  hour 

800  to  1000  kilowatt  hours OS  per  kilowatt  hour 

Minimum  rate,  residence 1  00  per  month 

Minimum  rate,  business 1  50  per  month 

Lamp   renewals,  carbon,  each 25  per  month 

Tungsten,  regular  prices. 

CooKiNQ  AND  Small  Power  Metek  Rates. 

Per  kilowatt  hour  06 

For  cooking  1    To  be  used  only  between  6  a,  m. 

and  5 :30  p.  m. 
Power:     To  be  used  only  between  7  a.  ra.  and 
Sp.m. 

Minimum  rate  for  cooking 5  00    per  month 

Minimum  bill  for  power 1  00    per  horsepower 

per  rating  of  meter  per  month. 
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Discounts. 

A  discount  of  5  per  cent,  on  bills  of  $5.00  and  less,  and  10  per  cent,  on 
bills  of  over  $5.00,  if  paid  within  ten  days  of  date  of  bill. 

Dxnsn  ok  Msteks. 

On  all  installations  of  7-  to  16'Candlepowej:  lamps  a  deposit  of  $5.00  will 
be  required,  same  to  be  returned  when  service  is  discontinued. 
On  installations  of  8-  to  16-candlepower  lamps  no  deposit  will  be  required. 

Defendant  has  never  sold  an;  current  under  its  cooking 
rate.  Neither  haa  it  supplied  any  power.  ^Notwithstanding 
the  discount  for  prompt  payment,  there  are  outstanding  bills 
amounting  to  |7,132.48  unpaid.  It  is  evident  that  the  defend- 
ant has  not  made  the  proper  efi'ort  to  collect  its  accounts  and 
that  it  should  exert  itself  to  secure  a  more  prompt  payment 
of  the  bills  owing  to  it.  W'hUe  the  defendant's  rates  include 
an  item  of  deposit  for  meters,  the  practice  of  charging  a  de- 
posit was  abolished  on  January  1, 1913.  The  defendant's  rate 
schedule  should  be  changed  so  as  to  show  the  facts. 

I  shall  now  consider  the  proper  value  to  be  assigned  to 
defendant's  property  for  rate-fixing  purposes,  and  shall  also 
analyze  the  defendant's  operating  expenses  and  examine  such 
other  facts  as  may  be  necessary  to  determine  the  just  and 
reasonable  rates  to  be  charged  by  the  defendant  company  for 
its  service.  In  reaching  my  conclusion  I  shall  examine  the 
system  as  a  whole,  for  the  reason  that,  in  my  opinion,  this 
is  the  only  fair  way  to  handle  the  problem  in  this  case. 

The  annual  rejrart  filed  by  defendant  with  this  Commis- 
sion for  the  year  ending  December  31,  1912,  shows  that  de- 
fendant has  an  authorized  stock  issue  of  100,000  shares,  of 
the  par  value  of  flO.OO  per  share,  and  that  all  the  stock  has 
been  issued.    It  is  now  owned  as  follows : 

Amanda  C.  Crooks  »,9?5  ihares 

J.  C  Crooks   5  Aaim 

David  Hearfield  S  iharei 

F.  D.  Madison  S  sharei 

Piatt  Kent  5  shares 

W.  D.  Bannister  5  ihares 

lOO/XX)  ihares 
The  report  claims  income  account  for  the  year  1913,  as 
follows: 
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operating  revenue  (ZOJISJI 

Operating  expenses  „ 1!,CUI 

NET  OPERATING  K£VENUE    f2^5J16 

Dividend  DM 

Profit  and  Loss  IIMIO 

The  report  states  the  value  of  defendant's  equipment  to  be 
♦42,682.42,  and  claims  an  additional  fSOO  for  real  esute, 
which  real  estate,  as  shown  by  the  testimony,  is  not  used  bj 
defendant  in  connection  with  its  public  utility  business.  Tbe 
report  also  shows  unamortized  discount  on  capital  Btoct 
amounting  to  f  9o2,()73.30.  An  item  of  (853.64  was  dumed 
for  depreciation.  All  of  the  foregoing  items,  in  so  far  as  du- 
terial,  will  hereinafter  be  analyzed  and  Scrutinized. 

1.    Obiginal  Cost. 
There  is  no  satisfactory  evidence  with  reference  to  tte 
original  cost  of  defendant's  property.    Defendant's  manager, 
Mr.  H.  J.  CoffiU,  testified  tliat  in  an  inventory  of  C(Btl»» 
produce  the  property  which  he  presented  to  the  ConuniBsioi 
he  had  used  original  costs  in  so  far  as  possible.    These  coste 
however,  apply  only  to  material  and  labor  of  the  last  ft' 
years.    There  is  no  record  of  the  cost  prior  to  snch  time. 
2.    Bepboduction  Cost. 
Mr.  H.  J.  CoffiU  presented  an  inventory  of  the  defendant's 
property  with  value  representing  the  cost  to  reprodnce  tif 
property  under  similar  circumstances  to  those  under  whico 
it  was  originally  produced.    The  total  amount,  as  reported  hj 
Mr.  CofflU,  is  $46,398.68,  consisting  of  the  following  items: 

Sonora  equipment  $2^8855 

Tools  at   Sonora 403.3) 

Merchandise  at  Sonora 3,302.06 

Columbia   equipment 1,476.10 

Line  from  Sonora  to  Columbia 4,368.13 

Line,  Columbia  Junction  to  river  plant 3.622.U 

Jamestown  equipment 4^.0* 

Line,  Sonora  to  Jamestown 3^03.06 

Quartz    equipment /®.79 

Line,  Jamestown  to  Quartz 843.26 

Stent  equipment 454.40 

Line,  Quartz  to  Stent 470.54 

ToTAi.  $46,39&68 
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In  order  to  ascertain  the  property  used  and  useful  for  the 
public  service,  deductions  and  additions  should  be  made  to 
this  total  as  follows: 

DeducHons: 

Error  in  labor  item $1,110.00 

Storeroom    stock ■. 3,298.56 

Error  in  tools 40420 

Merchandise  at  5onora 3,302J)6 

$8,114.82 


Additions: 
Stores  and  supplies $456.00 

$38,739,86 
Dtductions: 
Stanislaus  River  line $3,622.12 

$35,117.74 
The  labor  item,  amounting  to  f  1,110,  should  he  deducteij  for 
the  reason  that  the  total  for  labor  is  by  that  amount  in  ex- 
cess of  what  Mr.  CoffiU  meant  to  claim,  as  is  shown  by  page 
139  of  the  transcript.  The  item  of  |3,298.56  for  storeroom 
stock  should  be  deducted  for  the  reason  that  it  is  already  in- 
cluded in  the  total  of  *22,899.95  for  Sonora  equipment.  The 
item  of  $404.20  for  tools  should  be  deducted  for  the  same 
reason.  The  item  of  |3,302.fl6  for  merchandise  at  Sonora 
should  be  deducted  for  the  reason  that  this  is  merchandise 
carried  in  a  general  electric  equipment  and  supply  business 
which  defendant  conducts  at  its  store  in  Sonora.  This  busi- 
ness has  no  necessary  connection  with  defendant's  duty  as  a 
public  utility  and  for  that  reason  defendant  is  not  entitled  to 
rates  on  this  portion  of  its  business.  Roth  the  receipts  and 
expenditilres  from  this  business  should  be  considered  Bei>- 
arately  from  defendant's  business  as  a  public  utility.  The 
sum  of  f456,  however,  should  be  added  to  cover  the  item  of 
such  stores  and  supplies  as  must  be  kept  on  band  in  connec- 
tion with  defendant's  duty  as  a  public  utility. 

As  has  bereinliefore  been  stated,  the  Stanislaus  River  line 
has  not  been  used  by  defendant  since  it  began  to  receive  its 
electric  energy  from  the  Sierra  and  San  Francisco  Power 
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Company.  The  testimony  shows  that  while  defendant  main- 
tains this  line  as  an  emergency  source  of  supply,  it  will  not 
have  to  rely  on  the  line  unless  both  the  hydroelectric  opera- 
tions of  the  Sierra  and  San  Francisco  Power  Company  ahove 
Sonora  and  its  steam  plant  in  San  Francisco  should  become 
unavailable  at  the  feame  time.  These  two  conditions  have  not 
as  yet  occnrred  and  the  possibility  of  their  doing  so  seems 
entirely  too  remote  to  justify  the  continued  inclusion  of  this 
line  in  capital  account  on  which  tlie  defendant  may  justly 
claim  to  be  entitled  to  a  fair  and  reasonable  return.  It  seems 
fair,  however,  to  permit  the  defendant  during  each  of  the  en- 
suing ten  years  to  collect  rates  high  enough  to  permit  it  tn 
charge  off  such  sum  on  its  books  that  by  the  end  of  the  ten 
years  the  principal  so  charged  off,  together  with  the  interest, 
shall  have  amounted  to  the  entire  value  of  the  line  at  the 
present  time.  I  believe  that  it  will  be  very  liberal  on  the 
part  of  rate  fixing  authorities  to  permit  this  to  be  done. 

It  thus  appears  that  the  net  result  of  the  foregoing  deduc- 
tions and  additions  shows  a  total  estimated  reproduction 
cost  of  its  property,  according  to  the  defendant's  claim, 
amounting  to  135,117.74.  The  Kelley-Kenny  report,  which 
was  prepared  after  a  careful  inspection  and  inventory  of  the 
property  on  the  ground,  shows  a  cost  to  reproduce  the  prop- 
erty new  amounting  t«  f38,f)22.  This  amount  includes,  as  .t 
portion  of  the  cost  of  reproducing  the  physical  plant,  the  fol- 
lowing items : 

Ten  per  cent,  of  the  physical  plant  to  cover  engineering,  organization, 
legal  expenses  and  supervision  during  construction  of  the  plant: 

Five  per  cent,  of  physical  plant  and  engineering  and  superintendence  to 
cover  omissions  and  unforeseen  contingencies; 

Three  per  cent,  of  the  preceding  items  to  cover  interest  on  money  tied 
up  during  construction  period,  on  the  assumption  that  one  year  would  be 
required  to  build  the  plant  and  that  all  the  money  would  be  in  use  halt 
of  the  lime  with  interest  at  6  per  cent,  per  annum; 

Stores  and  supplies  amounting  to  $456,  covering  construction  material 
on  hand  on  January  1,  1913; 

And  one  month's  operating  expenses,  amounting  to  $1,375.  as  a  work- 
ini?  cash   fund  to  carry  the  current  expenses. 

TSTiile  not  passing  directly  on  these  items,  they  are  here 
stated  to  show  that  the  rommission's  engineers  were  libetrtl 
in  making  their  estimate.    It  will  be  noted  that  their  estimate 
"*  904.26  in  excess  of  the  defendant's  owd  estimate. 
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Neither  of  these  items  include  an  allowaace  for  right  of 
way.  The  teatimony  shows  that  defendant's  lines  are  built 
partly  on  public  streets  and  highways  and  partly  over  pri- 
vate land  and  that  no  right  of  way  was  ever  purchased,  A 
few  dollars,  however,  were  paid  here  and  there  for  the  privi- 
lege of  erecting  a  pole  on  private  property. 

3.    Dbpbbciatbd  REPBODncnoN  Value. 

The  defendant  claims  that  the  present  value  of  Its  system 
is  a  full  100  per  cent,  of  the  cost  to  reproduce  the  property. 
While  large  expenditures  have  recently  been  made  for  main- 
tenance, it  is  clear  that  there  are  jwrtions  of  the  plant  which 
are  not  covered  by  maintenance  and  repairs,  and  that  these 
portions  have  depreciated  in  value,  and  that  the  present 
value  of  defendant's  plant  is  by  no  means  as  great  as  the 
cost  to  reproduce  it  new. 

The  Kelley-Kenny  report  shows  a  depreciated  reproduction 
value,  leaving  out  the  Stanislaus  River  line,  of  $2fi,167,  which 
amount  is  almont  $9,000  less  than  the  amount  claimed  by 
the  defendant.  This  result  was  secured  by  estimating  the 
life  of  each  portion  of  defendant's  system,  estimating  the  per- 
centage of  depreciation  on  a  straight  line  basis  as  to  each 
item  and  then  multiplying  the  average  annual  percentage 
of  depreciation  as  to  each  item  by  the  number  of  years  the 
item  has  been  in  service.  The  Commission's  engineers  report 
an  average  life  of  items  of  5.2  years  and  an  average  condition 
per  cent,  of  67  per  cent.  On  the  sinking  fnnd  theory  of  depre- 
ciation, assuming  an  average  life  of  20  years  and  a  sinking 
fond  basis  at  four  per  cent.,  the  present  condition  of  the 
property,  assaming,  however,  that  the  average  of  defendant's 
property  is  5  years  old,  would  be  about  S2  per  cent.,  which 
percentage  applied  to  the  Kelley-Kenny  estimate  of  cost  to 
reproduce  new  would  he  J31.178.04.  In  estimating  the  de- 
preciated reproduction  value,  it  should  be  borne  in  mind  that 
the  defendant  has  incurred  unnsTially  large  expenditnres  for 
maintenance  and  repairs  during  the  last  few  years  and  that 
it  has  rebuilt  considerable  portions  of  its  system.  > 

After  a  careful  consideration  of  all  the  facts  proper  to  be 
considered  in  this  connection,  I  find  as  a  fact  that  the  fair 
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value  of  the  property  of  the  defendant  ased  and  nsefnl  for 
the  public  service  as  disclosed  by  the  evidence  in  thifl  pro- 
ceeding, is  not  to  exceed  the  sum  of  |32,500.  It  should  be 
noted  that  this  amount  is  within  f2.600  of  the  defendant's 
estimate  to  reproduce  the  property  new,  and  that  it  is  over  92 
per  cent,  of  said  amount  and  over  85  per  cent,  of  the  Kelley- 
Kenny  estimate  to  reproduce  the  property  new. 

To  the  amount  so  found  should  be  added  a  further  Bum  to 
cover  the  cost  of  meters  which  defendant  is  installing  so  as 
to  do  away  with  the  flat  rates.  At  the  time  of  the  hearing 
in  this  proceeding,  defendant  had  158  fiat-rate  customers. 
Assuming  an  allowance  of  |12.50  to  meter  each  customer, 
which  is  a  liberal  allowance,  I  find  that  the  sum  of  fl,975 
should  be  added  to  the  sum  of  $32,500  hereinbefore  allowed, 
making  a  total  sum  of  not  to  exceed  $34,475  on  which  defend- 
ant is  entitled  to  earn  a  reasonable  return  in  connection  with 
its  public  utility  business. 

This  brings  me  to  a  consideration  of  the  amount  of  re- 
turn to  be  allowed  to  the  defendant  on  this  investment.  In 
this  connection  1  desire  to  quote  from  a  portion  of  this  Com- 
mission's opiliion  in  the  case  of  CHi/  of  Palo  AUo  vs.  Palo 
Alto  Gas  Compaiu/.  Case  No.  2S8.  Derision  No.  4S)9,»  decided 
March  12,  3913,  as  follows: 

"No  fixed  percentage  applicable  to  all  cases  and  all  classes  of  atilitiea 
can  be  established  by  this  Commission.  Each  case  must  be  judged  on  its 
own  merits.  It  may  well  be  that  a  utility  in  one  communilj-  will  be  en- 
titled to  one  rate  of  return  while  a  similar  concern  in  another  community 
would  be  entitled  to  a  different  rate.  It  may  be  that  a  large  and  solidly 
establislied  utility  will  not  be  entitled  to  as  high  a  return  as  a  smaller 
utility  which  is  struggling  against  adverse  circumstances.  The  most  that 
can  be  said  by  way  of  general  principles  is  that  the  return  should  be  at 
least  the  average  return  which  is  earned  by  other  classes  of  business  of 
the  same  degree  of  har.ard  in  the  same  community,  California  needs  de- 
velopment by  public  I'tihlies,  and  this  Commission's  policy  should  be  a 
broad  and  liberal  one,  so  as  to  encouraKc  capital  to  develop  Ihe  state  by 
legitimate  public  utility  enterprises  where  needed.  The  Commission  should 
be  careful  not  to  permit  an  inflation  of  prices  in  ascertaining  the  value  of 
the  property  of  a  public  utility  used  and  useful  for  the  public  purpose, 
but  should   I>c  lil'eral   'n   rstnhlifhing  the  rntc   of  return  on   that   value.'^ 
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The  evidence  in  this  proceeding  shows  that  the  prospect  for 
an  increase  in  bnsiness  In  the  territory  served  by  the  defend- 
ant is  not  bright.  It  shows  also  that  daring  the  last  year, 
by  reason  of  the  restriction  of  the  hours  of  the  night  during 
which  saloons  may  remain  open,  and  other  causes,  defendant 
has  actually  been  losing  business.  It  appears,  also,  that 
during  the  year  1911,  the  defendant  decreased  its  top  rate 
for  lighting  purposes  from  15  cents  to  10  cents  per  kilowatt 
faour,.and  that  it  has  suffered  a  loss  of  revenue  by  reason  of 
this  decrease.  Bearing  in  mind  these  facts,  as  well  as  all 
the  other  facte  shown  by  the  evidence  in  this  case,  I  am  of 
the  opinion  that  a  rate  of  return  of  8  per  cent,  on  the  value 
of  defendant's  property  used  and  useful  for  the  public  pur- 
pose, as  fixed  herein,  is  a  fair  and  equitable  rate  of  return. 
As  will  hereinafter  he  shown,  the  rates  established  by  this 
Commission  in  this  proceeding,  unless  there  is  further  loss  of 
business,  will  yield  a  return  of  about  11.6  per  cent. 

I  shall  now  consider  the  charges  against  defendant's  sys- 
tem. '  »;«-j 

Defendant  has  prepared  a  statement  of  disbursements  year 
by  year  for  the  years  1910, 1911  and  1912,  which  statement  is 
as  follows : 

DisBintszHENTS. 

1910  19U  1M2 

Salaries  and  wages $6,038.90  $4,784,00  $6,595.00 

Maintenance  and   repairs 3,991.67  2,310-68  3,159.08 

General  expense 1,101.73  1,252.45  790.20 

Electric    power 4,753.77  5,699.51  5,398.99 

Office  rent 240.00  350.00  360.00 

Livery    482.28  1,694.45  448.55 

Supplies  3.455.33  3,339.85  3,521.39 

Lamps    687.21  893.12  858.12 

Taxes    and    licenses 808.75  717.48  1,226,33 

Equipment    1,227.65  1,499.89  83U7 

Stationery  157.49  49,44  105.74 

Office    furniture 302,65  227.50  5.50 

Legal  expenses  9.75  100.00  29.78 

Insurance    31.70  35.00  183.60 

Miscellaneous    143.90  235.00  10.00 

Paid  Mrs.  J.  J.  Crooks  (profit) 5,799.50  5,890.50  2,150.96 

Cash  on  hand  December  31 1.493,06  78.22  427.27 

$30,725.47         $29,157.09         $26,101,78 
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I  shall  now  proceed  to  analyze  these  expenditures  item  by 
item,  with  particular  attention  to  expenditures  for  the  year 
1912. 

1.     Salaries  and  wages: 

The  item  of  |6,595  for  salaries  and  wages  for  the  year 
1912  is  made  up  as  follows : 

President's    salary $2,00000 

Manager's    salary 1,500.00 

Book-keeper's    salary 6CO.00 

W.  D.  Bannister 900.00 

Harry  Comstock  (Labor) 900.00 

Miscellaneous    (Labor) 69S.0O 

Total  $6,595.00 

The  evidence  shows  that  the  president  of  the  company  per- 
forms but  slight  services  and  that  a  salary  of  |2,000  is 
entirely  too  large,  if  regarded  as  salary.  Mr.  Crooks,  the 
president,  and  his  wife  together  own  99.98  per  cent  of 
the  outstanding  capital  stock.  The  larger  portion  of  the 
president's  salary  should  more  properly  be  regarded  as  a 
dividend,  to  be  added  to  the  amount  of  ?2,150.96,  being  the 
next  to  the  last  item  in  the  foregoing  statement  of  disburse- 
ments and  representing  the  dividend  for  the  year  1912.  As 
the  president  of  the  company  performs  some  alight  services, 
I  am  allowing  $200  per  year  for  his  salary.  The  salaries  of 
manager  and  bookkeeper  are  reasonable  and  will  be  allowed. 
The  salary  of  |900  for  W.  D.  Bannister  should  not  Iw  allowed 
in  fixing  rates  for  the  reason  that  any  compensation  due  to 
the  Columbia  Marble  Company  is  liberally  repaid  by  the 
business  transacted  for  the  Marble  Company  by  the  defend- 
ant's manager.  The  items  of  1900  and  $695  for  labor  include 
a  sum  of  $545.55  in  connection  with  the  company's  supply 
business.  I  shall  nevertheless  allow  the  sum  of  $1,500  for 
labor.  In  addition  to  this  sum,  I  shall  allow  $190  to  cover 
exfra  labor  necessary  for  the  installation  and  care  of  meters 
to  take  the  place  of  the  existing  flat  rates,  making  a  total 
allowance  of  $1,690  for  labor. 
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2.    Maintenance  and  Repairs: 

The  defendant  Bhows  a  total  of  f3,159.08  for  maintenance 
and  repairs  for  the  year  1912.  This  item  inclndes  heavy 
expenditures  in  reconstmcting  portions  of  defendant's  sys- 
tem and  representing  largely  items  which  are  not  items  of 
annually  recurring  expense.  The  sam  also  inclndea  certain 
small  items  for  extensions  properly  chargeable  to  capital  ac- 
count An  allowance  of  three  per  cent  of  the  present  value  of 
the  property,  amounting  to  $1,034.25,  will  he  made.  A  fur- 
ther allowance  of  the  same  amount  will  be  made  nnder  the 
head  of  depreciation,  as  will  hereinafter  appear,  so  that  a 
total  for  these  two  items  will  he  |2,068.50. 

S.     General  Expenses : 

The  defendant  claims  a  general  expense,  in  addition  to 
offlce  rent,  insnrance,  livery,  stationery  and  office  supplies, 
and  legal  expenses  of  8790.20.  This  item,  besides  the  expense 
of  men  when  working  on  the  line,  includes  a  considerable 
item  for  freight  on  merchandise  shipped  to  the  store  at  So- 
nora,  I  shall  allow  ffiOO  in  addition  to  items  for  office  rent, 
insurance,  livery,  stationery  and  ofBce  supplies,  and  also 
add  thereto  an  amount  of  fl26  to  cover  additional  expenses 
incidental  to  the  elimination  of  flat  rates,  malting  a  total 
of  1726  for  miscellaneous  general  expenses  other  than  the 
items  hereinbefore  stated. 
,}.     Electric  potoer: 

In  the  year  1912,  defendant  paid  |5,398.99  for  electric 
power.  It  is  evident  that  when  all  of  the  consumers  have 
been  metered,  the  amount  of  electric  energy  consumed  will  be 
considerably  less  than  at  present,  so  that  the  amount  to  be 
paid  by  defendant  for  electric  energy  will  correspondingly 
decrease.  On  the  basis  of  the  electric  energy  now  metered, 
the  present  fiat-rate  customers  will,  when  metered,  consume 
6,693.5  kilowatt  hours  monthly.  Adding  this  amount  to  the 
present  metered  consumption,  a^^'egating  an  average  of  15,- 
530  kilowatt  hours  monthly,  gives  a  total  of  22,223.5  kilowatt 
faoors  monthly,  or  266,682  kilowatt  hours  per  year  of  electric 
energy  to  be  sold  by  defendant.     Allowing  a  loss  of  25  per 
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cent.,  the  amount  to  be  paid  for  bj  defendant  will  be  abont 
355,576  kilowatt  houi-s  per  year.  At  the  rate  of  1%  cents 
per  kilowatt  bour,  being  tlie  price  paid  by  defendant  to  Sierra 
and  San  Francisco  Power  Company,  the  defendant's  cnrrent 
would  cost  $4,144.70,  which  amount  I  bave  allowed  as  the 
probable  annual  expenditure  for  this  purpose. 

5.  Office  rent: 

The  item  of  $360  includes  the  rent  of  the  salesroom  for  the 
defendant's  supply  business,  and  also  sucb  local  space  as 
is  required  by  the  Columbia  Marble  Company.  I  am  allow- 
ing $200  for  defendant's  utility  business,  which  allowance  I 
believe  to  be  liberal. 

6.  Livery: 

The  item  of  $448.55  seems  to  be  reasonable.  I  am  allowii^ 
$450. 

7.  SuppUea: 

These  are  supplies  used  by  defendant  in  its  supply  busi- 
ness. As  before  indicated,  the  item  is  not  a  proper  one  to 
be  considered  in  connection  with  defendant's  utility  business. 
An  allowance  of  $456,  however,  has  heretofore  been  made 
under  tlie  head  of  capital  investment,  to  take  care  of  such 
supplies  as  are  necessary  in  connection  with  defendant's 
utility  business. 

8.  Lamps: 

This  item  refers  also  to  defendant's  supply  business  and 
is  not  proper  to  be  considered  in  connection  with  defendant's 
business  as  a  public  utility. 

9.  Taxes  and  licenses: 

Defendant  claims  for  the  year  1912  an  expenditure  for 
taxes  and  licenses  amounting  to  $1,226.33,  which  amount  is 
over  $500  more  than  was  paid  in  1911,  and  over  $400  more 
than  was  paid  in  1910.  If  applicant  is  paying  taxes  on  its 
supply  business,  it  has  good  ground  for  asking  from  the  State 
Hoard  of  Equalization  a  reduction  in  future  years.  I  bave 
esthiiate^l  state  faxes  at  the  rate  of  4.6  per  cent,  of  the  gross 
allowance  income  of  defendant  for  the  ensuing  year,  amount- 
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ing  to  f744.90,  and  federal  corporation  tax  of  one  per  cent 
of  the  gross  allowable  income  in  excess  of  fo.OOO  per  year, 
amounting  to  f  113.65,  tlius  giving  a  total  of  |858.55.  The 
evidence  showed  that  a  merchandise  license  of  flO  per  year 
is  paid  by  defendant  to  the  City  of  Sonora. 

This  item  again  is  in  connection  with  defendant's  supply 
business  and  not  its  utility  business. 

10.  Equipment: 

This  item  also  is  in  connection  with  the  supply  business. 

11.  Stationery  and  office  furniture: 

In  1912  the  defendant  expended  $111.24  on  these  items, 
While  a  portion  of  these  expenditures  were  doubtlessly  in- 
curred in  connection  with  the  supply  business,  I  am  allow- 
ing f  100. 

12.  Legal  expenses: 

Defendant's  legal  expenses,  amounting  to  99.75  in  1910, 
9100  in  1911,  and  $29.78  in  1912,  have  been  considerably  less 
than  they  might  reasonably  be.  I  am  allowing  (200  for  this 
item. 

13.  Insurance: 

Defendant's  insurance  charge  was  931.70  for  1910,  935  for 
1911,  and  9183.60  for  1912.  Defendant  claims  that  the  in- 
creased charge  in  1912  is  due  to  accident  insurance  resulting 
from  the  employer's  liability  law  of  this  State.  The 
amount  doubtiessly  includes  insurance  on  defendant's  sup- 
plies, but  I  have  no  way  of  segregating  the  amount,  and  for 
that  reason  I  am  allowing  the  entire  amount. 

14.  Cash  on  hand: 

This  item  clearly  is  not  a  disbursement. 
It  now  becomes  necessary  to  consider  two  additional  items 
for  which  allowance  should  be  made. 
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15.  Depreciation: 

Defendant's  statement  contains  no  allowance  for  deprecia- 
tion except  in  so  far  as  it  is  covered  b;  tlie  item  of  maiote- 
nance  and  repairs.  Under  all  the  circumstances  sun-oonding 
this  plant.  I  consider  that  it  would  be  fair  to  allow  defendant 
an  annual  depreciation  item  of  3  per  cent,  on  the  value  of 
the  property  as  hereinbefore  found.  I  am  accordingly  allow- 
ing the  sum  of  |1,034.25. 

16.  Amortisation  of  Staniglaus  River  line: 

As  hereinbefore  indicated,  defendant  will  be  permitted  to 
charge  off  the  present  value  of  ite  Stanislaus  Biver  line  dor 
ing  t^e  next  ten  years.  Estimated  on  the  percentage  of  t&Idb 
hitherto  allowed  in  this  proceeding,  the  present  value  of  this 
line,  based  on  the  reproduction  value  estimate  of  the  defend- 
ant, is  13,166.91.  On  a  4  per  cent,  sinking  fund  basis,  the 
amonnt  of  (263.77  should  be  allowed  each  year  during  the 
next  ten  years. 

The  following  table  shows  reconstructed  disbursements 
proper  to  be  allowed  to  the  defendant : 

Interest  on  investment $2,7,W.OO 

General  officers'  salaries 2,300.00 

Labor    1.690.00 

Maintenance    and    repairs 1,034.25 

Electric  power  purchased A,A44  70 

General  expenses : 

Office  rent $200.00 

Livery    450.00 

Stationery  and  office  supplies 100.00 

Insurance  183.60 

Miscellaneous   general  expenses 726.00 

1,659.60 

Legal  expense 200.00 

Depreciation  1,034.25 

Amortisation — Stanislaus    River   line 263.77 

Taxes   741.72 

Total   $16,12429 

It  now  becomes  necessary  to  establish  the  rates  which  shall 
yield  a  return  not  less  than  the  above  amount  and  whicb 
shall  be  fair  and  reasonable  as  between  different  amounts  of 
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electric  energy  consnined  and  different  classes  of  consnmers. 

The  Kelley-Kenny  report  shows  that  with  reference  to  the 
electric  energy  sold  through  meters  during  the  year  1912,  the 
following  average  conditions  prevailed : 

Approximately  27)^  per  cent,  of  all  metered  energy  sold  to  consumers 

whose  average  December  consumption  was  about 34  kilowatt  hours. 

Approximately  18>^   per  cent,  of  all  metered  energy  sold  to  consumers 

whose  average   December  consumption  was  about 108  kilowatt  hours. 

Approximately  20ji   per  cent,  of  all   metered  energy  sold  to  consumers 

whose  average  December  consumption  was  about 206  kilowatt  hours. 

.Approximately  ISj^  per  cent,   of  all   metered  energy   sold  to  consumers 

whose  average   December  consumption  was  about 388  kilowatt  hours. 

Approximately  17ji  per  cent,  of  all  metered  energy  sold  to  consnmers 

whose  average  December  consumption  exceeded 500  kilowatt  hours. 

Under  the  conditions  shown  in  the  foregoing  table,  assum- 
ing annual  sales  amounting  to  266,682  kilowatt  hours, 
and  allowing  an  ample  margin  of  safety,  we  can  be  reason- 
ably certain  that  the  actual  annual  consumption  of  electric 
energy  through  meters  will  fall  within  the  "blocks"  shown 
in  the  following  table : 

Less  than  50  kilowatt  hours  per   month 72,671  kilowatt  hours 

From  SO  lo  ISO  kilowatt  hours  per  month 49,336  kilowatt  hours 

From  ISO  to  300  kilowatt  hours  per  month. , .  55,337  kilowatt  hours 

From  3O0  to  500  kilowatt  hours  per  month. , .  42,002  kilowatt  hours 

Over  500  kilowatt  hours  per  month 47,336  kilowatt  hours 

266,682  kilowatt  hours 

The  rates  which  wUl  be  allowed  in  the  order  herein  as  ap- 
plied to  these  "blocks"  will  show  the  following  results : 

First  block,  72,671  kilowatt  hours  at  8  cents $5313-70 

Second  block.  49,336  kilowatt  hours  at  7  cents 3,453.50 

Third  block,  55,337  kilowatt  hours  at  6  cents 3,320,20 

Fourth  block,  42,002  kilowatt  hours  at  5  cents 2,100,10 

Fifth  block,  47,336  kilowatt  hours  at  4  cents 1.893.45 


$16,580,95 


In  other  words,  under  the  rates  which  this  Commission  will 
establish  in  this  ease,  the  defendant  will  receive  from  the 
sale  of  its  electric  energy  an  annual  sum  not  less  than  $16,- 
580.95.  By  reason  of  the  fact  that  the  usual  minimum  charge 
of  $1.00  per  month  per  meter  will  be  allowed,  the  top  rate 
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of  eight  cents  per  kilowatt  hour  will  actually  result  in  an 
average  rate  for  tLe  flr»t  "block"  of  approximately  8.9  centa 
per  kilowatt  hour,  for  the  reason  that  a  number  of  consum- 
ers will  not  consume  as  much  as  12%  kilowatt  hours  each 
month  per  meter.  This  increase  would  accordingly  cause  an 
increase  of  about  f654  in  the  actual  return  to  be  received  bj 
the  defendant,  making  a  total  revenue  of  |17,234.95.  As  the 
total  revenue  hereinbefore  eetimated  to  be  derived  by  the 
company  was  only  fl6,241.12,  it  is  evident  that  the  rates 
herein  established  will  yield  to  the  company  a  revenue  of 
(990.83  in  excess  of  the  amount  to  which  the  company  is 
clearly  entitled,  on  the  assumption  that  its  business  will  not 
show  a  further  decrease.  This  would  represent  a  net  return 
on  the  basis  allowed  for  fixing  of  rates  of  over  10.8  per  cent 
The  margin  of  safety  of  2.8  per  cent,  will  take  care  of  un- 
usual operating  expenses  and  of  a  possible  decrease  in  bnai- 
nesa.  It  is  an  unusually  large  margin,  but  is  granted  so  as 
to  be  sure  that  the  Commission's  order  is  fair  to  the  defend- 
ant. 

The  rates  established  in  the  order  establish  a  price  for  an 
initial  amount  consumed  and  a  smaller  price  for  additional 
"iblock"  consumed.  The  application  of  these  rates  to  the 
amounts  of  energy  consumed  is  estimated  to  yield  the  revenae 
of  116,580.95,  hereinbefore  referred  to  with  the  additional 
sums  from  the  minimum. 

The  schedule  established  for  street  lighting  will  decrease 
the  rate  to  be  paid  by  the  Jamestown  lighting  district  from 
|1.00  to  85  cents  per  lamp  per,  month. 

I  submit  herewith  the  following  form  of  order : 

Obdbb. 

The  complaint  and  answer  having  been  filed  in  the  above 
entitled  proceeding,  and  a  public  hearing  having  been  held 
thereon,  tlie  Commission  finds  as  a  fact  that: 

1.  The  present  rates  charged  by  defendant  for  electric 
energy  are  excessive  in  so  far  as  they  exceed  the  rates  here- 
inafter established ;  and 
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3.  The  pates  liereinaiter  established  to  be  charged  bj  de- 
fendant for  electric  energy  supplied  in  the  territory  served 
by  it  outside  of  the  incorporated  limits  of  the  City  of  Sonora 
are  just  and  reasonable  rates. 

Basing  its  order  on  the  foregoing  findings  of  fact  and  on  the 
additional  findings  which  appear  in  the  opinion  which  pre- 
cedes this  order, 

It  is  hereby  ordered,  That  within  twenty  days  from  the  date 
of  service  upon  it  of  a  copy  of  this  opinion  and  order,  the  de- 
fendant shall  give  to  this  Commission  written  notice  of  its 
consent  to  the  rates  herein  established  and  shall  put  such 
rates  into  full  force  and  efifeet.  The  rates  of  charges  to  be 
charged  by  defendant  outside  of  the  incorimrated  limits  of 
the  city  of  Sonora  are  as  follows : 

SCHEDULE  "A." 

(Applicable  to  all  energv  consumed  for  lighting  or  power  not  otherwise 

specifically  classified.) 

C.  R.  C.  CLASsiriCATioN :  Service  Ull;  Rate  0021;  Serial  No.  130703-1. 

First    50  kilowatt  hours  per  month  per  meter 8  cents  per  kilowatt  hour. 

Next  100  kilowatt  hours  per  month  per  meter 6  cents  per  kilowatt  hour. 

Next  ISO  kilowatt  hours  per  month  per  meter 4  cents  per  kilowatt  hour. 

Next  200  kilowatt  hours  per  month  per  meter 2  cents  per  kilowatt  hour. 

Minimum  charge:  $1.00  per  month  per  meter. 

SCHEDULE  "B." 
(Applicable  to  general  lighting  or  power  service  not  otherwise  specifically 

classified.) 

C.  R.  C.  CLASsmcATiON :  SERVICE  1111;  RateOOU;  Seriai,  No.  130703-2. 
If  consumption  through  one  meter  during  any  month  exceeds  500  kilowatt 
hours,  the  rate  shall  be  4  cents  per  kilowatt  hour. 

SCHEDULE  "C" 
(Applicable  to  general  commercial  and  industrial  of!-peak  power.) 
C.  R.  C  Classification:  Service  1371;  Rate  002S;  Serial  No.  130703-3. 
First  SO  kilowatt  hours  per  horsepower  per  month,  6  cents  per  kilowatt  hour. 
Over  SO  kilowatt  hours  per  horsepower  per  month,  4  cents  per  kilowatt  hour. 
All  over   100  kilowatt  hours  per  horsepower   per 

month 2  cents  per  kilowatt  hour. 

Mimimum  charge:  $1.00  per  horsepower  per  month. 
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SCHEDULE  "D." 
(Applicable  to  "all  ni^t"  atreet  lighthw  onlrO 
C  R.  C.  Classificatiom  :  Snnci  1235;  Raix  0200:  Seual  No.  13Q7D7-1. 

CONNECTED  LOAD  RATE  P^  VEAK  KE 

WATT   OONHECTED 

Less  than  %  kilowatt 20  ceots 

a  kilowatt  and  less  than  ^  kilowatt 19  cents 

yi  kilowatt  and  less  than    1    kilowatt 18  cents 

1  kilowatt  and  less  than  2  kilowatt 17  cents 

2  kilowatt  and  less  than  4  kilowatt 16  cents 

4    kilowatt  and  less  than  8  kilowatt 15  cents 

8    kilowatt  and  over 14  cents 

N'o  bill  to  be  rendered  for  less  than  $12.00  per  year. 
Service  to  be  paid  for  monthly. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
ordered  filed  as  the  opinion  and  order  of  the  Railroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  twenty-ninth  da; 
of  July,  1913. 


In  the  Matteb  op  Ascehtaining  the  Value  of  thh  Pbop- 

EBTT   OP  THE  TONOPAH   AND  TiDEWATEB  RaILKOAS   COU- 
PANT  WITHIN  THE  STATE  OP  CALIPOBNIA. 

Case  No.  210— Itecision  No.  836. 
Decided  July  iQ,  igis. 

Valiutioa  of  Property— Origiiial  Coat — Cost  of  Reprodnctioii — ^Uti- 

nnied   Increment — Overhexd   Allowances — Contingenciea — 

Prcaent  Value. 


Proceeding  on  motion  of  Commission  to  ascertain  various  elements  enter- 
ing into  the  value  of  respondent's  property.  Findings  made  as  to  facts, 
but  not  on  the  question  of  the  value  of  the  property  irrespective  of  the 
purposes  for  which  the  value  is  ascertained.  Opinion  and  6ndings  in  Case 
206*  referred  to  for  general  procedure  in  valuation  cases. 

y-indings  of  fact:  (1)  That  the  reproduction  value  of  the  operative  prop- 
erty of  respondent,  as  of  June  30,  1912,  is  the  sum  of  $2,650,1(3.35;  (2] 
That  the  present  value  of  the  operative  property  of  respondent,  as  of  June 
30,  1912,  is  the  sum  of  $2,304,075.03, 
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Appbabancbs  : 

C.  M.  Rasor  and  H.  Eschench,  for  Tonopah  and  Tidewater 
Railroad  Company. 

Befobt. 

Thblbn,  Gomnmtion^: 

This  proceeding  was  brought  on  the  Bailroad  Commie- 
Edoo's  imtiative  for  the  purpose  of  ascertaimng  various  ele- 
ments entering  into  the  value  of  the  property  of  the  Tonopah 
and  Tidewater  Bailroad  Company.  For  the  general  pro- 
cedure in  these  so-called  valuation  cases  and  for  a  general 
description  of  the  work  performed  by  this  Commission's 
engineering  department  in  these  cases,  reference  is  hereby 
made  to  thia  Commission's  opinion  and  findings  in  Case  No. 
206,  being  The  Matter  of  Ascertaining  the  Value  of  the  Prop- 
erty of  the  Stockton  Tenmnal  and  Eastern  Railroad  Com- 
pany.'Aa  in  that  case,  so  here  also,  I  shall  make  findings  of 
fact  and  shall  not  make  findings  on  the  elusive  question  of 
the  value  of  the  property,  irrespective  of  the  purposes  for 
which  the  value  is  ascertained. 

At  the  outset  I  desire  to  define  certain  terms  which  will 
be  used  herein. 

The  term  "original  book  cost,"  aa  used  in  this  opinion, 
means  the  actual  expenditures,  chargeable  to  capital  account 
in  accordance  with  the  classification  of  expenditures  for 
road  and  equipment  as  prescribed  by  the  Interstate  Com- 
merce Commission  for  steam  roads,  made  by  the  railroad 
company  for  its  operative  property  in  the  State  of  California, 
as  of  June  30,  1912. 

The  term  "reproduction  value,"  as  used  in  this  opinion, 
means  the  estimated  cost  in  cash  of  acquiring  the  operative 
right  of  way  and  other  real  estate  and  of  reproducing  in  the 
condition  in  which  it  was  acquired  the  other  physical  prop- 
erty of  the  railroad  company  in  the  State  of  California,  as 
of  June  30,  1912,  to  which  are  added  overhead  expenditures 
for  engineering,  law,  interest  and  commissions,  and  similar 
items. 

•Printed  in  Commiswon  Leaflet  No.  19,  at  page  2CB.— EA 
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The  term  "present  value,"  as  used  in  thia  opinion  means 
the  "reproduction  value"  less  tlie  diminution  in  value  of  lie 
physical  elements  of  the  property,  due  to  oae,  age,  ob- 
solescence, inadequacy  and  other  causes,  plus  appreciatiun 
where  found.  This  might  properly  be  called  "depreciaied 
reproduction  value,"  and  does  not  mean  the  ultimate  fact 
of  present  value,  as  that  term  is  ordinarily  used. 

In  accordance  with  this  Commission's  order  dated  JUardi 
11,  1912,  the  Tonopah  and  Tidewater  Railroad  Company,  on 
September  21,  1912,  filed  an  inventory  of  its  property  is  Ue 
State  of  California,  together  with  a  statement  of  its  ori^ul 
book  cost,  and  an  estimate  of  its  reproduction  valne  and 
present  value.  At  the  hearing  in  this  proceeding,  tie  nil- 
road  company  requested  that  certain  changes  be  made  in 
this  statement,  which  changes  are  included  in  the  raibnd 
company's  modified  final  summary  sheet,  which  is  attached  to 
this  opinion  and  marked  "Exhibit  A." 

On  December  16,  1912,  this  Commission's  engineering  de- 
partment submitted  its  detailed  report  in  the  above  pro- 
ceeding, a  copy  of  the  final  summary  sheet  whereof,  as  pre- 
sented on  said  day,  is  attached  hereto  and  marked  "Exhibit 
B." 

Thereafter,  on  April  28,  1913,  the  hearing  was  held  in  thii 
proceeding.  The  railroad  company  was  represented  and 
made  numerous  objections  to  the  report  of  this  CommiBMon* 
engineering  department,  particularly  with  reference  to  ilif 
department's  estimate  as  to  reproduction  value  and  presem 
value.  The  objections  of  the  railroad  company  are  embodit^ 
in  a  statement  which  was  filed  at  the  hearing,  and  markd 
"Exhibit  A," 

Thereafter,  this  Commission's  engineering  department  pi^ 
pared  a  revised  statement  increasing  the  estimated  repi" 
duction  value  of  rails  and  track  laying  and  surfacing.  3? 
will  hereinafter  appear  in  greater  detail.  Thereafter,  ik 
engineering  department,  acting  under  instructions  of  this 
Commission,  made  a  second  inspection  of  the  present  phjsi 
cal  condition  of  the  property,  as  a  result  whereof  the  eati 
mated  present  value  of  the  property  has  been  materially  in- 
creased, as  will  hereinafter  appear.     The  Commission  als* 
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made  further  investigation  into  other  items  of  original  book 
cost  and  reproduction  value.  A  revised  final  summary  sheet 
containing  the  Commission's  findings  is  attached  hereto  and 
marked  "Exhibit  0." 

As  usual,  in  these  valuation  proceedings,  I  shall,  in  connec- 
tion with  this  inquiry,  consider  the  following  matters: 

1.  Organization,  construction  and  operation. 

2.  Stocks  and  bonds. 

3.  Revenues  and  expenses. 

4.  Original  book  cost. 

5.  Reproduction  value. 

6.  Present  value. 

1.  Oeganization.  Construction  and  Opbeation. 

The  Tonopah  and  Tidewater  Railroad  Company  was  in- 
corporated on  July  15,  1904,  under  the  laws  of  the  State  of 
New  Jersey,  primarily  to  furnish  a  rail  outlet  for  the  borax 
deposits  in  Death  Valley,  Tiiyo  County,  California.  The  rail- 
road company  has  constructed  a  standard  gauge  main  line 
railroad  from  a  junction  with  the  line  of  the  Atchison,  To- 
peka  and  Santa  Fe  Railway  Company  at  Ludlow,  in  San 
Bernardino  County,  California,  to  the  gold  fields  in  Nye 
County,  Nevada,  and  a  standard  gauge  branch  line  railroad 
from  Death  Valley  Junction  to  the  borax  deposits  of  the 
Pacific  Coast  Borax  Company  at  Ryan,  California. 

Construction  of  the  railroad  was  actively  begun  at  Lodlow 
in  the  fall  of  1905.  Operation  kept  pace  with  construction. 
The  completed  line  from  Ludlow  to  Gold  Center,  Nevada, 
was  placed  in  operation  in  December,  1907. 

The  mileage  of  the  railroad  company  consists  of  173.06 
miles  of  single  stem  and  9.4.5  miles  of  yard  tracks  and  sidings, 
making  a  total  of  1S2.51  miles  of  all  kinds  of  track.  Of  the 
single  stem,  track,  166.08  miles  of  main  line  lie  between 
Ludlow,  California,  and  Gold  Center,  Nevada,  and  6.98  miles 
of  branch  line  He  between  Death  Valley  Junction,  California, 
and  Ryan,  California.  Of  the  166.08  miles  of  main  Hue, 
137.62  miles  are  in  California  and  28.46  are  in  Nevada.  A 
tabulated  statement  showing  all  the  owned  lines  by  states 
and  by  main,  branch  and  other  tracks  follows : 
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ToxoPAe   A>n»  TmeuATni    R.\ilk>.\b   CoifTAirr   Mux-vt. 

Main    Ihte IX£Z  3.*  :ft> 

Branch  line 658         t* 

Total  main  wid  bnuich , IMtiO  2a«  LT-V 

Other  trade S.«6  5S*  f^r 

(^AXD  Total 131.0%         S-«l-t        :?2~ 

Thronghont  a  consideTable  extent  in  the  State  of  C^lifontia 
the  railroad  trarerees  barren  and  onprodDctiTe  laads.  IV 
frreater  portion  of  its  ronte  in  this  State  lies  ihrooidk  vhai  » 
known  at  the  lIojaTe  Desert.  There  are  bnt  few  aprwaltun: 
possibilities  alonp  the  line  of  the  railroad.  Its  tzaftr  de- 
pends almost  entirelT  on  the  borax  mines  at  Rna  aad  iht 
gold  fields  in  Xye  Conntr.  yerada. 

2:  Stocks  axd  Bonds. 

The  capital  stock  of  the  railroad  CMopaar  coa»cs  of  14.- 

000  shares  of  conunon  stock  of  the  par  rahie  of  flOO  «»fii- 
The  entire  lO.OOO  shares  were  issaed  to  iV  pr(wao<«*s  of  i* 
railroad  at  par  and  char^^d  orisinallr  !■•  ~ri*%i  of  va.^' 
and  since  Jnne  30.  1912.  to  -or?EiDii»i:»o.~  Pracrirt-T 
none  of  the  physical  propenr  of  the  railn*ad  compsBT  w 
secured  from  the  isme  of  ihis  stock.  It  seens  to  ii»«*  be^ 
is^oed  mainlr  for  prom>>ters'  Eerrices.  The  railri»d  ci>z.- 
panj  has  aathorized  two  bond  tssoe^.  The  firsi  isssr  :$ 
dated  November  1.  1905.  and  is  for  an  antbonwd  tMJl  -' 
oOO.OOfl  ponnds  sierlini:  'f2.432.S71.fil.  i  TWae  bonds  uv 
payable  on  Jnly  1.  liWI.  Tbey  are  sr^^arasteed  ^T  Tie  EorM 
O^nsolidated,  Liniii^l  of  l^^n-lon.  Thiih  ocvapaxT  w  :■ 
receive  one-half  ^^f  1  per  cent.  annnal^T  in  mvis  *f  :i* 
suaraniee.     The  iniirrest  .■•r:pnallT.  iiK-ladiwr  liis  t»^-  ■"' 

1  per  cent-  was  5  per  ceci.  per  anr.-m.  Snt*  «■  «■  aS>"' 
Jancarj  1. 1P12.  ;he  .5  per  cent,  per  auriMB  has  bee*  ■wai"'i 
so  that  The  in:ere?T  rare  '■>!!  ibe  >*'*2>i!s  is  •or  4.5  per  t*--' 
The  l-.nJs  are  sernrr^i  ^-t  a  df^'.  .>f  xrvsx  4at<>d  N«w«eVr 
1.  lt»'>.\  c-MiTCT-nc  a'!  tlie  rallT^^Vs  real  and  pfnwstal  i*"?- 
erry  T'-*  The  Sler-^ar'r-le  Tnsr  roTr-.panT  <«*  New  Jwspr.  T:- 
entire  actioriied  issue  was  s-v-?  ai  par.  V«i  ■nTfdwwriT:;^ 

'"  '  ■■■■"■■■  " ,>'^ 
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expenses  to  the  amount  of  fl56,836.56  are  carried  on  the 
railroad  company's  books  as  having  been  incurred  in  con- 
nection with  the  sale.  .  The  details  of  this  item  are  not  known 
to  the  railroad  company  nor  to  this  Commission,  and  are 
to  be  found  only  in  London.'  I  do  not  pass  on  the  reason- 
ableness of  this  charge,  but  am  simply  stating  such  facts 
as  the  Commission  has  been  able  to  ascertain  in  connection 
therewith.  On  September  1,  1907,  a  second  issue  of  bonds, 
amonntdng  to  250,000  pounds  sterling  ($1,217,722.49)  was 
authorized.  These  bonds  are  payable  on  July  1,  1960,  and 
are  also  guaranteed  by  the  Borax  Consolidated,  Limited. 
■  "  bonds  originally  drew  interest  at  the  rate  of  5.5  per 
cent,  per  annum,  including  .5  per  cent,  to  be  paid  to  the 
Borax  Consolidated,  Limited,  in  retnm  for  its  guarantee. 
The  percentage  for  the  guarantee  lias  been  waived  since  on 
or  about  June  30, 1910,  so  that  such  bonds  of  this  authoriza- 
tion as  have  been  issued  are  now  paying  interest  at  the  rate 
of  5  per  cent.  Of  this  authorization,  bonds  of  the  face  value 
of  175,000  pounds  (|852,472.49)  have  been  issued.  This 
issue  is  secured  by  a  second  lien  on  all  the  real  and  personal 
property  of  the  railroad  company  under  a  deed  of  trust 
running  to  the  trustee  under  the  first  issue. 

The  railroad  company's  boohs  show  that  an  underwriting 
expense  of  |47,036.31  was  incurred  in  connection  with  the 
sale  of  the  bonds  of  the  second  issue,  but  no  details  are  avail- 
able. As  usual  in  cases  of  this  kind,  I  am  finding  the  facts 
in  connection  with  the  sale  of  stocks  and  bonds  withoot 
passing  on  the  weight  to  which  those  facts  shall  be  entitled 
in  any  inquiry  into  rates  or  other  matters. 

3.  Bbvbnues  and  Expenses. 

The  revenues  and  expenses  of  the  railroad  company  for 
the  year  ending  Jnne  30,  1912,  appear  in  the  annual  report 
of  that  company,  on  file  with  this  Commission,  as  follows: 
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Operating  revenues $291,390,69 

Operating  expenses 197,339.51 

Net  operating  revenues $94,061.18 

Taxes    accrued 18,624  58 

Operating    income $75,436.60 

Interest  on  securities,  loans  and  accounts 23,136.61 

Gross    CoBKRATE   Income $99,17327 

DEDUCTIONS  FSOU  GROSS  COKPORATE  INCOUB: 

Hire   of   equipment $3,695,47 

Joint  facilities.  T 5,670.53 

Interest  accrued  on   funded  debt 155,810.16 

Other  interest 1.805.00 

Other  deductions 1,705.28 

Total    deductions $168,686.44 

Net  Cokpokate  Loss $69'S13.17 

In  aacertaining  the  amount  of"  net  corporate  loss  for  the 
year,  being  $69,513.17,  no  deductions  other  than  f6,429.73 
on  equipment  appear  to  have  been  made  for  depreciation. 

4.  Oeiginal  Book  Cost. 

The  total  original  book  cost,  as  reported  by  the  railroad 
company,  in  its  modified  form,  is  13,573,673.67.  The  re- 
vised  total  original  book  cost  as  reported  by  this  Commis- 
sion's engineering  department  is  12,772,738.38.  Difference, 
¥800,945.29. 

The  chief  items  of  difference  consist  in  the  following  two 
items: 


compasv 

I.  C,  C.  55— Other  expenditures $1,030,857.47  $195,557.47 

I.  C,  C.  57— Stores  and  supplies 35.728^ 

The  railroad  company's  total  of  $1,030,857.47  for  "other 
expenditures"  inolud<'s  *s;^5.30fl  of  its  common  oapital  Kt«M"k, 
being  the  California  proportion  tliei*eof,  on  a  mileage  basiti: 
and  $170,2i*5.01  of  underwriting  expenses  in  connection  with 
the  sale  of  its  bonds.    ITnder  tlie  definition  of  "original  book 
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coat"  herein  used,  only  the  latter  item  is  properly  charge- 
able to  "original  book  coat."  In  finding  the  fact  as  to  under- 
writing expenses,  I  do  not  desire  to  be  uncterstood  as  passing 
on  the  question  whether  this  item  should  properly  be  allowed 
in  a  rate-fixing  inqairy.  No  sum  was  originally  reported 
by  the  railroad  company  for  "stores  and  supplies,"  but  $35,- 
728.27  liaa  been  allowed  by  the  Commission's  engineering 
department  for  this  item. 

I  desire  to  draw  attention  to  the  fact  that  the  form  of  the 
engineering  department's  final  summary  sheet  is  misleading 
with  reference  to  the  items  of  "engineering,"  "law  expenses," 
"interest  and  commissions"  and  "contingencies,"  in  so  far 
as  those  items  refer  to  original  book  cost.  The  department's 
return  on  "original  bonk  coat"  represents  accurately  the  ex- 
penditures actually  incurred  for  these  items.  The  percent- 
ages are  applied  only  to  "reproduction  value"  and  "present 
value." 

I  find  that  the  "original  book  cost,"  as  heretofore  defined, 
of  the  operative  property  of  the  Tonopah  and  Tidewater 
Eailroad  Company  within  the  State  of  California  aa  of  June 
30,  1912,  is  the  sum  of  $2,772,728.38. 

5.  Repeoddction  Value. 

The  railroad  company  made  an  extended  attack  on  the 
engineering  department's  estimate  both  as  to  "reproduction 
value"  and  "present  value."  The  railroad  company's  objec- 
tions are  embodied  in  the  statement  which  was  filed  at  the 
hearing,  and  marked  "Exhibit  A,"  which  statement  has  here- 
inbefore been  referred  to.  The  reproduction  value  estimate 
presented  by  the  railroad  company  is  $2,809,396.02.  The 
reproducfaon  value  estimate  as  originally  presented  by  the 
Commission's  engineering  department  is  $2,474,235.86,  the 
difference  being  $335,160.16. 

I  shall  now  comment  on  those  items  as  to  which  I  con- 
sider comment  to  be  necessary  under  the  head  of  "reproduc- 
tion value." 

(1)  Right  of  toay  and  real  estate.  This  Commission's 
engineering  department  reported  a  "reproduction  value"  and 
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also  a  "present  value"  of  right  of  way,  iQCluding  all  operative 
real  estate,  of  |r»,682.00.  This  sum  was  arrived  at  in  the 
following  manner:  The  department  first  ascertained  the 
present  market  value  of  the  operative  real  property  based 
on  the  fair  average  value  of  adjacent  land.  •  •  •  This 
value,  which  is  designated  by  the  engineering  department 
as  "present  market  value,"  was  found  to  be  f5,187.00.  The 
department  then  applied  to  such  of  this  land  as  was  repre- 
sented by  purchases  made  by  the  company  a  multiple  of  1.5 
so  as  to  include  the  added  amount  of  money  which  the  de- 
partment estimated  the  railroad  company  would  have  to 
pay  for  the  cost  of  acquisition  and  consequential  damages 
by  severance  and  otherwise,  thus  reaching  the  total  of  95,682. 
It  appears  that  some  135  miles  of  the  company's  right  of 
way  in  California  were  acquired  from  the  government  by 
filing  the  maps  necessary  in  such  cases,  and  that  not  to  exceed 
10  miles  of  right  of  way  were  actually  purchased. 

Subsequent  to  the  filing  of  the  engineering  department's 
report,  tlie  Supreme  Court  of  the  United  States,  on  June 
9,  1913,  rendered  its  decision  in  the  so-called  "Minnesota 
Rate  Casen."  It  appeared  that  while  these  cases  were  pend- 
ing in  the  federal  courts  below,  the  land  commissioner  of 
the  railroad  companies,  after  ascertaining  the  railroad  value 
of  the  railway  company's  land,  applied  certain  multiples 
ranging  from  1.25  for  terminal  properties,  to  3  for  agricul- 
tural lands,  in  order  to  ascertain  the  "reproduction  value" 
of  the  real  estate  owned  by  the  railroad  companies.  The 
master  in  said  court  allowed  75  per  cent,  of  the  increase  so 
claimed,  on  the  ground  that  it  was  necessary  to  add  items 
for  cost  of  acquisition,  consequential  damages  and  value  for 
railroad  use  in  oi-der  to  ascertain  the  actual  cost  of  repro- 
ducing the  real  property.  The  federal  courts  below  nphehl 
the  addition  of  percentages  to  represent  these  items.  Mr. 
Justice  Hughes,  in  delivering  the  opinion  of  the  Supreme 
C'oHvt  as  to  what  would  be  a  fair  basis  for  fixing  rates,  re- 
fused to  apply  said  multiples,  and  also  to  allow  ao-cailed 
"overhead  percentages."  as  will  hereinafter  appear.  Refer- 
ring to  the  increase  represented  by  said  multiples,  the  court 
says; 


5dbyG00gIC 


Valuation  of  Tonopah  and  Tidewater  R.  K.  Co.  1073 

"The  increase  sought  for  'railway  value'  in  these  cases  is  an  increment 
over  all  outlays  of  the  carrier  and  over  the  values  of  similar  lands  in 
the  vicinity.  It  is  an  increment  which  can  not  be  referred  to  any  known 
criterion,  but  must  rest  on  a  mere  expression  of  judgment  which  finds  no 
proper  test  or  standard  in  the  transactions  of  the  business  world.  It  ii 
an  increment  which  In  the  last  analysis  must  rest  on  an  estimate  of  the 
value  of  the  railroad  use  as  compared  with  other  business  uses;  it  in- 
volves an  appreciation  of  the  returns  from  rates  (when  rates  themselves 
are  in  dispute)  and  a  sweeping  generahzation  embracing  substantially  all 
the  activities  of  the  community.     P"or  an  allowance  of  this  character  there 

ContiDTiing,  the  court  expresses  its  cobcIubIoh  on  this 
branch  of  the  case  as  follows : 

".Assuming  that  ihe  company  is  entitled  to  a  reasonable  share  in  the 
general  prosperity  of  the  communities  which  it  serves,  and  thus  to  attribute 
to  its  property  an  increase  in  value,  still  the  increase  so  allowed,  apart 
from  any  improvements  it  may  make,  cannot  properly  extend  beyond  the 
fair  average  of  a  normal  market  value  of  land  in  the  vicinity  having  a 
similar  character.  Otherwise  we  enter  the  realm  of  mere  conjecture.  We 
therefore  hold  that  it  was  error  to  base  the  estimates  of  value  of  the  right 
of  way,  yards  and  terminals  upon  the  so-called  'railway  value'  of  the  prop- 
erty. The  company  would  certainly  have  no  ground  of  complaint  if  it 
were  allowed  a  value  for  these  lands  equal  to  the  fair  average,  market 
value  of  similar  land  in  the  vicinity,  without  additions  by  the  use  of 
multipliers,  or  otherwise,  to  cover  hypothetical  outlays.  The  allowances 
made  below  for  a  conjectural  cost  of  acquisition  and  consequential  damages 
must  be  disapproved  ;  and,  in  this  view,  we  also  think  it  was  error  to  add 
to  the  amount  taken  as  the  present  value  of  the  lands  the  further  sums, 
calculated  on  that  value,  which  were  embraced  in  the  items  of  'engineer- 
ing, superintendence,  legal  expenses.'  'contingencies'  and  'interest  during 
construction.' " 

In  applying  this  decision  to  proceedings  such  as  the  pres- 
ent one,  the  distinction  between  ascertaining  the  cost  of  re- 
producing a  public  utility's  property  and  the  proper  sum 
to  be  used  as  a  basis  for  fixing  rates  must  be  clearly  borne 
in  mind.  An  estimate  of  reproducing  property  is  an  esti- 
mate of  a  fact.  This  fact  is  ascertainable  with  reasonable 
accuracy.  On  the  other  band,  it  by  no  means  follows  that 
if  this  fact  be  ascertained,  the  sum  so  found  must  be  used 
as  the  basis  for  fixing  rates.  In  ascertaining  the  proper  basis 
on  which  a  public  utility  is  entitled  to  a  return,  the  rate- 
fixing  body  must  consider  all  pertinent  facts,  incluiiiug 
original  cost,  reproduction  value,  depreciated  reproduction 
value  and  any  other  fact  which  may  have  bearing  od  the 
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question  of  the  proper  basis  of  return  in  each  particular 
case.  Id  the  Minnesota  Rate  Cases  the  Supreme  Coart 
found  that  it  would  not  be  fair  to  take  as  the  basis  for  fixing 
rates  the  "reproduction  value"  of  the  real  property  as  found 
by  the  lower  courts.  Under  all  the  circumstances  of  the 
case,  the  Supreme  Court  found  that  the  railroad  companies 
would  be  receiving  at  least  all  to  which  they  were  entitled 
if  they  were  ^i^en,  in  the  rate-fixing  inquiry,  a  value  "equal 
to  the  fair  average  market  value  of  similar  land  in  the  vi- 
cinity, without  additions  by  the  use  of  multipliers,  or  other- 
wise, to  cover  hypothetical  outlays."  There  is  much  reason 
in  support  of  this  ruling.  The  unearned  increment  of  land 
is  growing  so  rapidly  that  if  public  utilities  in  rate-fixing 
inquiries  were  allowed  not  merely  the  fair  average  market 
value  of  similar  lands  in  the  vicinity,  including  the  nneamed 
increment,  but  also  multiples  in  addition  thereto,  rates  might 
soon  go  so  high  that  it  would  he  impossible  for  the  public 
to  pay  them.  It  may  well  be  that  in  rate-fixing  inquiries 
which  may  hereafter  come  before  rate-fixing  bodies,  both 
state  and  national,  justice  to  the  public  may  demand  that  the 
basis  of  return  on  real  property  shall  be  less  even  than  the 
"fair  average  market  value  of  similar  land  in  the  vicinity,"  in- 
cluding the  unearned  increment.  If  we  bear  clearly  in 
mind  the  distinction  between  a  fact.,  namely,  the  cost  of 
reproducing  real  estate,  and  the  entirely  distinct  matter  of 
ascertaining  the  proper  basis  for  fixing  rates  in  any  particu- 
lar case,  we  shall  not  be  led  astray.  As  I  am  finding  facts 
in  this  case,  and  not  saying  how  they  should  be  applied  in  a 
rate-fixing  inquiry,  I  find  that  the  operative  real  property 
owned  by  the  railroad  company  in  this  proceeding  based  on 
the  "fair  average  market  vahie  of  similar  land  in  the  vi- 
cinity," is  the  sum  of  ?.'>,387  and  that  the  cost  to  reproduce 
said  property  is  the  sum  of  |o,682. 

(2)  (iradinfj.  The  engineering  department's  estimate  of 
reproduction  of  grading  is  $669,061.24;  the  railroad  com- 
pany's estimate  is  |601,981.91 ;  difference,  $63,079.33. 

It  thus  appears  that  this  Commission's  engineering  depart- 
ment hiis  estimated  »  repro<luction  value  for  grading  of  $63,- 
079.33  in  excess  of  the  amount  submitted  by  the  railroad 
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company  as  the  original  book  cost.  It  appears  that  prior  to 
1907  and  before  the  I.  C.  C.  Claesiflcatian  went  into  efleet, 
the  railroad  company  charged  to  an  account  called  "track" 
all  expenses  which  were  later  segregated  into  accotints  "grad- 
ing," "ties,"  "rails,"  "fastenings,"  "ballast"  and  "track  lay- 
ing and  surfacing."  When  the  railroad  company's  appraisal 
in  the  present  proceeding  was  made  the  company  redistrib- 
uted the  account  "track"  but  included  in  the  account  "grad- 
ing," only  such  items  as  were  clearly  attributable  to  that  ac- 
count, and  included  under  the  other  accounts  items  which 
might  properly  be  included  under  the  "grading"  account  It 
appears  that  the  total  original  book  cost  of  grading,  ballast 
and  track  laying  and  surfacing  is  $871,519.99,  and  that  the  re- 
production value  as  estimated  by  the  engineering  department, 
inclnding  increase  in  track  laying  and  surfacing  hereinafter 
referred  to,  is  $903,848.81,  so  that  considering  these  three 
accounts  together,  the  engineering  department's  estimate  of 
reproduction  value  is  only  some  $32,328.82  in  excess  of  the 
original  book  cost  although  the  excess  under  the  item  of 
"grading"  amounts  to  $63,079.33.  It  also  appears  that  the 
railroad  company's  roadway  was  graded  in  an  economical 
manner  and  that  the  work  could  not  be  reproduced  to-day 
for  the  money  originally  spent  on  the  work  by  the  company. 
I  am  satisfied  to  permit  the  engineering  department's  esti- 
mate for  reproducing  the  grading  to  stand  at  $669,061.24. 

(3)  RaiU.  The  railroad  company  estimated  the  cost  of  re- 
producing its  rails  at  $490,076.86,  being  the  original  book 
cost  thereof.  This  Commission's  engineering  department 
originally  estimated  the  cost  of  reproducing  the  rails  at  $399,- 
689.07,  being  an  amount  of  $90,387.79  less  than  the  railroad 
company's  estimate.  It  seems  that  a  large  portion  of  the 
railroad  company's  rails  are  relay  rails  and  that  there  are  at 
present  no  such  rails  to  be  bought  on  the  market  for  prices 
representing  the  real  value  thereof.  Under  these  circum- 
stances, an  estimate  of  reproducing  the  relay  rails  in  the  con- 
dition in  which  they  were  originally  acquired  would  result 
in  an  estimate  in  excess  of  the  real  value  thereof.  Subsequent 
to  the  hearing  the  engineering  department  prepared  a  sup- 
plemental report  on  reproduction  value  and  present  value  of 
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raila  and  of  track  laying  and  surfacing,  increasing  tbe  esti- 
mate for  rails  by  the  sam  of  |132,319.70.  To  tbis  increase 
are  added  tbe  usoal  percentages  for  overhead  chai^ee.  mak- 
ing a  total  increase  of  (154,392.54.  I  am  satisfied  that  under 
tbe  facta  of  tbis  case  the  engineering  department's  estimate 
as  tbns  increased  is  fair  and  reasonable.  It  should  be  borne 
in  mind,  however,  that  this  amount  does  not  represent  the 
coBt  of  reproducing  relay  rails,  for  the  simple  reason  that  no 
relay  rails  are  to  be  had  in  tbe  market  at  a  reasonable  price. 
It  has  been  necessary  to  estimate  tbe  cost  of  reproducing 
rails  on  the  basis  of  new  rails  in  a  depreciated  condition. 

(4)  Track  laying  and  surfacing.  Tbe  railroad  company 
estimated'  the  reproduction  value  of  track  laying  and  sur- 
facing as  (223,676.76.  This  Commission's  engineering  de- 
partment, in  its  original  report,  gave  an  estimate  of  (180,- 
892.70.  It  thus  appears  thftt  the  en^eering  department's 
estimate  was  (42,784.06  lower  than  that  of  the  railroad  com- 
pany. Subsequent  to  tbe  bearing,  the  engineering  depart- 
ment prepared  a  revised  estimate  of  reproduction  value  of 
tbis  item,  increasing  the  reproduction  value  by  (18,443.27, 
and  the  present  value  by  (26,484.96.  I  am  satisfied  with 
these  revised  figtires. 

(5)  Contingencies.  The  engineering  department's  estimate 
of  5  per  cent,  for  "contingencies"  on  all  items  except  stores 
and  supplies  I  consider  to  be  very  liberal.  Tbe  testimony 
showed  that  practically  all  physical  items  :!rere  accounted 
for  by  the  engineering  department  except  some  items  under 
the  bead  of  grading,  ballast  and  water  stations.  The  total 
expenditure  not  accounted  for  under  the  head  of  water  sta- 
tions was  only  (3,455.06.  Tbe  total  added  for  contingencies 
amounts  to  (118,837.03.  Id  my  opinion  it  would  be  more 
accurate  to  estimate  tbe  contingencies  on  each  item  instead 
of  allowing  a  gross  sum,  if  the  amount  properly  chargeable 
can  be  worked  out  by  the  engineering  department.  It  will 
be  found  that  on  some  items  no  contingencies  can  reasonably 
accrue  while  on  others  a  liberal  allowance  must  be  made 
therefor.  I  sliall  allow  5  per  cent,  in  this  case  but  feel  that  in 
doing  so  tbe  Commission  is  more  than  liberal  with  tbe  rail- 
road company. 
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After  careful  cousideration  of  all  the  evidence  'm  the  case 
bearing  on  the  matter  of  "reproduction  value,"  including  the 
supplemental  investigations  which  were  conducted  by  the  en- 
gineering department  under  this  Commission's  direction,  I 
find  the  "reproduction  value"  as  that  term  is  herein  defined, 
of  the  operative  property  of  the  Touopah  and  Tidewater  Rail- 
road Company  within  the  State  of  California  as  of  June  30, 
1912,  to  be  the  sum  of  |2,650,143.35. 

6.    Pbbsbnt  Value. 

The  importance  of  determining  a  "present  value"  as  dis- 
tinguished from  the  "reproduction  value"  is  empltasized  by 
the  opinioD  of  the  United  Statcn  Supreme  Court  in  the  MitiJie- 
sota  Rate  Cases.  In  that  case  it  appeared  that  the  master, 
in  asc^taining  a  basis  for  rate  fising,  allowed  the  coat  of 
reproduction  new  without  any  deduction  for  depreciation. 
It  was  not  denied  that  there  was  depreciation  in  fact,  but 
the  master  found  that  the  depreciation  was  more  than  oftset 
by  appreciation  in  certain  items.  The  Supreme  Court  re- 
fused to  approve  this  dispoBition  of  the  matter.  Mr.  Justice 
Haghes  in  delivering  the  opinion  of  the  court,  points  out  that 
"the  depreciation  in  question  is  not  that  which  has  been  over- 
come by  repairs  and  replacements,  but  is  the  actual  existing 
depreciation  in  the  plant  as  compared  with  the  new  one."  He 
continues  asr follows:  "It  would  seem  to  be  inevitable  that  in 
many  parts  of  the  plant  there  should  be  such  depreciation,  as 
for  example  in  old  structures  and  equipment  remaining  on 
hand.  And  when  an  estimate  of  value  is  made  on  the  basis 
of  reproduction  new,  the  extent  of  existing  depreciation 
should  be  shown  and  deducted."  He  concludes  this  branch 
of  the  subject  as  follows:  "And  when  particular  physical 
items  are  estimated  as  worth  so  much  new,  if  in  fact  they  be 
depreciated,  this  amount  should  be  found  and  allowed  for. 
If  this  is  not  done,  the  physical  valuation  is  manifestly  in- 
complete. And  it  must  be  regarded  as  incomplete  in  this  case." 

At  the  hearing  in  this  proceeding  the  railroad  company 
complained  that  the  engineering  department's  estimate  of 
present  value  was  unfair  to  the  company  in  many  respects. 


1078  Califobnia  Bailboad  Commission. 

The  Commission  was  not  satisfied  with  the  evidence  presented 
on  this  question  and  accordingly  directed  its  engineering  de- 
partment to  make  another  inspection  of  the  property  and  to 
paj  particular  attention  to  the  present  depreciated  condi- 
tion thereof.  As  a  result  of  this  inspection  the  engineering 
department  has  prepared  a  supplemental  report  on  "present 
value,"  in  which  report-  it  has  increased  its  estimate  of  pres- 
ent value,  in  addition  to  the  increases  in  rail  and  track  lay- 
ing and  surfacing,  in  the  amount  of  f  124,079.05.  1  shall  now 
dlscnss  some  of  these  items  in  further  detail. 

(1)  Grading.  The  engineering  department  originally  al- 
lowed no  appreciation  for  grading  while  the  railroad  com- 
pany claimed  20  per  cent,  appreciation.  Whether  apprecia- 
tion should  be  allowed  depended  upon  questions  of  fact  as 
to  which  a  dispute  existed  between  the  engineer  of  the  rail- 
road company  and  members  of  the  engineering  department 
of  the  Commission.  The  engineers  for  the  engineering  de- 
partment contended  that  portions  of  the  roadway  had  heen 
blown  and  washed  away  while  the  engineer  for  the  railroad 
company  contended  that  there  was  actually  more  material  in 
the  roadbed  than  shown  on  the  original  profile.  The  rein- 
spection  of  the  roadbed  has  satisfied  me  that  the  roadbed  is 
maintained  in  first-class  condition  and  that  an  allowance  of 
8  per  cent,  should  be  made  for  appreciation. 

(2)  Timber  structures  and  ties.  The  engineering  depart- 
ment in  its  original  report  used  its  average  depreciation 
figures  in  estimating  the  depreciation  of  timber  structures 
and  ties  of  tlie  railroad  company.  It  appears  that  the  de- 
partment was  in  error  in  applying  these  average  percentages 
to  the  conditions  of  the  present  railroad  for  the  reason  that 
the  life  of  timber  in  the  locality  traversed  by  this  railroad 
company  is  considerably  longer  than  the  average  in  other  lo- 
calities. A  reinspection  of  the  ties,  trestle  timber  and  tele- 
graph poles  shows  that  while  they  are  from  five  to  seven  years 
old  no  evidence  of  decay  appears  either  above  or  below  the 
ground.  The  only  exceptions  were  unpeeled  Oregon  pine 
trestle  piles,  as  to  wbicli  dry  rot  has  begun  to  set  in.  The 
ties  are  Oregon  pine  and  have  suffered  almost  no  depreciation 
from  age.    The  depreciation  from  wear  is  less  than  on  average 
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railroads,  for  the  reason  tbat  only  two  trains  daily  run  over 
the  track.  In  view  of  these  facts,  and  taking  into  considera- 
tion maintenance  and  renewal,  the  engineering  department 
has  prepared  a  revised  estimate  raising  the  percentage  of 
present  condition  to  condition  new  as  follows ; 

Trestles  and  culverts  (material  and  labor)  from  60  per  cent,  to  70  per  cent. 

Ties  (material  only)  from  55  per  cent,  to  65  per  cent. 

Telegraph  lines    (material  and  labor)    from  70  per  cent,  to  75  per  cent. 

(3)  Rails.  The  engineering  department's  estimate  of  "pres- 
ent value"  of  rails  was  raised  as  the  result  of  the  raise  in  "re- 
production value."  This  raise,  combined  with  a  raise  in  the 
condition  per  cent,  from  71  per  cent,  to  79  per  cent.,  has  re- 
sulted in  a  total  increase  of  |134,051.03.  In  my  opinion  this 
revised  £gure  should  stand. 

{4)  Ballast.  The  engineering  department's  original  re- 
port depreciated  this  account  to  75  per  cent,  of  the  reproduc- 
tion value  on  an  assumed  20-year  life  for  ballast  This  esti- 
mate is  erroneous  for  the  reason  that  it  does  not  take  into 
consideration  the  fact  tbat  additional  ballast  was  placed  on 
this  railroad,  which  brought  the  condition  of  the  ballast  up 
to  its  original  condition  of  100  per  cent.  The  "present  value" 
of  ballast  should  be  based  on  a  condition  of  100  per  cent. 

(5)  Track  laying  and  surfacing.  I  am  satisfied  with  the 
engineering  department's  revised  report  increasing  the  pres- 
ent value  of  track  laying  and  surfacing  in  the  sum  of  f26,- 
494.96. 

The  total  result  of  the  increases  hereinbefore  indicated  will 
be  to  raise  the  estimated  "present  value"  of  the  railroad 
company's  property  in  this  state,  as  the  term  "present  value" 
is  herein  defined,  from  the  engineering  department's  original 
estimate  of  12,008,289.05  to  ?;2,304,075.03,  being  an  increase 
of  1295,785.98.  Almost  half  of  this  difference  is  accounted 
for  by  the  fact  tliat  the  engineering  department  in  making  its 
estimate  relied  on  average  percentages  of  depreciation  and 
applied  them  to  conditions  which  are  not  average.  It  is 
the  Commission's  aim  in  all  these  cases  to  make  findings 
which  shall  be  fair  and  just  as  applied  not  to  some  average 
railroad,  but  rather  to  the  particular  railroad  which  is  the 
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subject  of  the  Commission's  investigations.  Average  unit 
prices  aud  average  percentages  of  depreciation  are  of  very 
great  value  as  a  basis  in  tliis  work,  but  the;  must  be  modified 
where  the  conditions  are  not  average,  if  this  Commission  is 
to  be  fair  to  each  particular  railroad. 

I  find  that  the  present  value,  as  that  term  is  herein  defined, 
of  the  operative  property  of  the  Tonopah  and  Tidevrater 
Railroad  Company  in  the  State  of  California,  as  of  June  30, 
1912,  is  the  sum  of  (2,304,075.03. 

The  findings  herein  made  refer  to  California  mileage. 

The  foregoing  opinion  and  findings  are  hereby  approved 
and  ordered  filed  as  the  opinion  and  findings  of  the  Ball- 
road  Commission  of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  twenty-ninth  day 
of  July,  1913. 
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In  the  Mattee  op  the  Api'ucation  op  Davis  Watbb  Com- 
pany FOE  PeBMISSION  TO  ISSUE  STOCK  AND  CEBT1PICATE3 

OF  Indebtedness. 

Application  No.  593 — Decision  No.  876. 

Decided  August   15.  i9'3- 

Authorisation  of  Stock — Issuance  of  Stock  to  Qualify  Directors — 
Capitalization  of  Organization  and  Promotion  Expenses. 

Held:  Applicant  permitted  to  issue  capital  stock  at  not  less  than  par; 
$6,500  par  value  in  payment  of  that  portion  of  propertv  used  is  public 
utility  business;  $29,700  face  value  of  Stock,  or  $25,000  sax  per  cent 
refunding  coupon   certiiicates,  proceeds   to  be  used  in  additions   to  plant. 

Held:  That  the  $1,000  par  value  of  stock  to  be  paid  to  A.  B.  Robert 
for  promotion  expenses  and  other  services  be  denied;  $450  par  value  allowed 
for  this  purpose. 

ApPBAEANCB : 

O.  O.  Hopkins,  for  applicant 

Repoet. 

Thelen,  Commissioner: 

This  is  an  application  of  Davis  Water  Company  for  an 
order  of  this  Comminsion  authorizing  tlie  issne  of  capital 
stock  and  of  certificates  of  indebtedness,  as  will  hereinafter 
appear  in  greater  detail. 

Applicant  was  incorporated  nnder  the  law  of  this  State  on 
the  eighteenth  day  of  April,  1913,  for  the  purpose  of  engaging 
in  the  business  of  a  public  utility  supplying  water  for  do- 
mestic and  other  purposes,  primarily  in  the  unincorporated 
Town  of  Davis,  Yolo  County,  California.  The  incorporators 
intend  to  purchase  the  property  of  the  Sclimeiser  Mannfactnp- 
ing  Company  at  Davis,  insofar  as  that  property  is  at  present 
devoted  to  tlie  public  water  business,  and  to  install  such  im- 
provements and  extensions  as  may  he  necessary  in  order  to 
serve  the  entire  Town  of  Davis  with  water  for  domestic  and 
other  purposes.  The  Sohmeisei"  Manufacturing  Coinjwiny 
has  been  serving  huuil'  fifty  consumers  in  the  Town  of  Davis 
with  water  pumped  from  a  well  located  on  the  property  of 
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the  company  in  Lots  5  and  6,  Block  72.  That  company  de- 
sired to  separate  ite  public  ntility  operations  from  its  other 
bnsiness,  and  for  that  reaaon  secnred  the  incorporation  of 
the  present  applicant. 

Applicant's  authorized  capital  stock  consists  of  2,000 
shares  of  the  par  value  of  |25  each,  being  a  total  par  value  of 
950,000.  There  is  no  bonded  or  other  indebtedness.  The  com- 
pany has  as  yet  conducted  no  operations. 

Applicant  now  applies  to  this  Commission  for  authority 
to  issue  capital  stock  for  certain  purposes  and  to  issue  either 
capital  stock  or  refunding  coupon  certificates  for  other  pur- 
poses, as  will  hereinafter  appear. 

I  shall  now  consider  the  purposes  for  which  applicant  asks 
anthority  to  issue  capital  stock. 

1.  Applicant  asks  authority  to  issue  capital  stock  of  the 
par  value  of  |6,300  to  Bchmeiser  Manufacturing  Company  in 
payment  for  that  portion  of  its  property  which  is  devoted 
to  its  pnblic  ntility  water  business,  as  will  appear  in  greater 
detail  in  this  Commission's  opinion  and  order  in  Application 
No.  594,  to  which  opinion  and  order  reference  is  hereby  made. 
I  recommend  that  this  portion  of  the  application  be  granted. 

2.  Applicant  asks  authority  to  issue  one  share  of  stock 
to  each  of  the  five  persons  who  are  designated  as  directors  in 
its  articles  of  incorporation.  This  Commission  has  hereto- 
fore held  that  it  is  not  necessary  to  secure  its  authority  for 
the  issue  of  stock  for  such  purpose,  and  the  order  in  this  pro- 
ceeding will  consequently  make  no  reference  to  this  request. 
Applicant  may  issne  one  share  of  stock  to  each  of  its  five 
directors  without  securing  the  further  authority  of  this  Com- 
mission. 

3.  Applicant  asks  authority  to  issue  500  shares  of  its 
capital  stock,  having  a  par  value  of  $12,500,  as  "promotion 
stock,"  the  same  to  he  used,  in  the  language  of  the  application, 
"in  the  promotion  and  furtherance  of  the  business  of  the  com- 
pany." It  appears  that  this  stock  is  not  to  be  used  in  pay- 
ment for  services  in  organizing  the  company,  but  is  to  be 
issued  to  the  incorporators  for  a  purpose  not  authorized  by 
any  of  the  provisions  of  Section  52  of  the  Public  Utilities  Act. 
I  recommend  that  this  portion  of  the  application  be  denied. 
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4.  Applicant  asks  aiitliont^  to  issue  40  shares  of  its  capi- 
tal stock  of  the  total  par  value  of  $1,000  to  A.  B.  Robert  "in 
payment  for  his  services  in  the  organization  and  promotion 
of  said  company  and  also  for  hia  further  services  as  asaistant 
secretary  and  assistant  treasurer  during  the  year  1913." 
It  is  evident  that  such  services  as  Mr.  Robert  may  hereafter 
perform  as  assistant  secretary  and  assistant  treasurer  are 
properly  chargeable  to  operating  expense  and  that  they  can 
not  be  capitalized.  Mr,  Robert  is  entitled  to  be  paid  for  sncL 
services  as  he  may  perform,  but  this  payment  should  be  made 
out  of  the  current  revenues  of  the  company.  With  reference 
to  promotion  and  real  organization  expenses,  it  appears  that 
applicant  has  inciirreii  incorporation  filing  fees  and  certain 
legal  expenses,  and  also  that  Mr.  Robert  has  devoted  a  por- 
tion of  his  time  since  March  1,  1913,  in  securing  necessary 
estimates  as  to  whether  or  not  applicant  would  have  a  reason- 
able opportunity  to  succeed  and  in  bringing  about  applicant's 
incorporation.  It  should  be  home  in  mind  in  this  connection 
that  applicant  is  not  undertaking  a  new  public  utility  busi- 
ness, but  that  it  proposes  a  change  in  form  of  an  existing 
utility  in  connection  with  plana  for  the  improvement  and  de- 
velopment of  that  ntility.  This  circumstance  is  material,  to 
be  considered  in  estimating  the  value  of  promotion  services. 
I  find  that  the  sum  of  $200  will  cover  the  fees  and  legal  ex- 
penses, and  believe  that  |250  will  be  a  liberal  payment  to  Mr. 
Robert  for  his  services  in  organizing  the  company.  1  accord- 
ingly recommend  that  capita!  stock  of  the  par  value  of  $450 
be  authorized  for  these  two  purposes. 

Applicant  also  asks  authority  to  issue  either  capital  stock 
or  refunding  coiipon  certificates  to  make  extensive  improve- 
ments and  extensions  to  the  present  system.  Applicant  plans 
to  supply  the  entire  Town  of  Davis  with  water  for  domestic 
and  other  purposes,  and  also  to  furnish  fire  protection.  To 
this  end,  applicant  intends  to  erect  a  new  water  tower  con- 
sisting of  two  tank.s  one  of  tbem  having  a  capacity  of  60,000 
gallons  and  the  other  liaving  a  capacity  of  40,000  rrall'in!'. 
The  latter  tank  is  to  be  at  an  elevation  of  one  hundred  feet, 
so  as  to  furnish  ad'^'nifte  pres.''ure  both  for  domestic  and  firp 
protection  purposes.     Applicant   further  estimates  that  it 
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will  be  necessary  to  lay  33,000  feet  of  4-inch  and  6-inch  wood 
stave  pipe,  which  pipe  is  to  be  laid  along  practically  all  the 
streets  of  town,  so  that  the  town  may  be  completely  served 
from  applicant's  proposed  plant.  Applicant  further  expects 
in  time  to  place  the  entire  system  under  meters,  which  meters 
and  the  service  connection  in  connection  therewith  will  be 
installed  at  applicant's  own  expense.  The  water  company's 
revised  estimate  of  expenditures  necessary  for  these  exten- 
sions and  improvements  amounts  to  about  f29,700.  While 
certain  of  the  items,  such  as  the  water  tower,  will  be  installed 
at  once,  others,  such  as  a  portion  of  the  pipe  lines,  may  not 
be  installed  except  from  time  to  time  as  additions  and  ex- 
tensions become  necessary.  Applicant  expects  to  secure  the 
funds  for  these  extensions  and  improvements  either  from  the 
sale  of  stock  at  par  to  residents  of  Davis  or  from  the  sale 
t«  them  of  6  per  cent,  refunding  coupon  certificates,  which 
are  to  be  issued  in  denominations  of  flOO,  fSO  and  }25  each, 
in  a  total  amount  not  to  exceed  |25,000.  The  interest  on  these 
certificates,  together  with  portions  of  the  principal,  are  to 
be  paid  at  intervals  of  six  months,  and  it  is  planned  to  repay 
both  principal  and  interest  within  ten  years.  As  was  pointed 
out  to  applicant  at  the  hearing,  it  can  not  expect  to  charge 
rates  so  high  that  the  public  will  he  donating  the  system  in 
addition  to  having  the  utility  declare  dividends.  Of  course, 
if  the  utility  refrains  from  paying  dividends  and  uses  the 
money  to  which  it  is  reasonably  entitled  in  the  way  of- divi- 
dends to  pay  these  obligations,  no  injury  will  be  done  to  the 
public,  I  assume  that  it  will  be  necessary  for  at  least  a  num- 
ber of  years  to  refrain  from  paying  dividends  on  the  stock, 
so  as  to  enable  applicant  to  carry  its  proposed  financial  bur- 
dens. 

Applicant  desires  authority  to  issue  either  stock  or  refund- 
ing coupon  certificates  so  that  persons  contemplating  an  in- 
vestment in  the  utility  may  invest  their  money  in  either  form. 
While  I  find  that  it  will  probably  not  be  necessary  in  the  im- 
mediate future  to  expend  the  total  of  $29,700  for  extensions 
and  improvements,  it  is  probable  that  a  considerable  portion 
of  this  amount  will  be  needed  within  the  first  year  or  so. 
"While  the  order  in  this  proceeding  will  authorize  the  issue 
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of  either  stock  or  refunding  eoiipon  certiflcatea  in  the  total 
amount  of  $29,700,  applicant  should  give  serious  considera- 
tion to  the  question  wliether  the  construction  of  the  entire 
system,  in  the  immediate  future  would  not  be  unwise  and 
flnanciallj  undesirable.  Unless  the  revenues  will  be  sufBcient 
to  enable  applicant  to  meet  interest  on  the  full  amount  of  the 
proposed  expenditure,  it  will  he  better  for  applicant  to  extend 
the  system  only  as  needed  and  to  aToid  a  lai^e  investment  not 
producing  commensurate  revenue.  Applicant  must  report  to 
the  Commission,  month  by  month,  with  reference  to  the 
amount  of  stock  or  refunding  coupon  certificates  issued  and 
can  devote  the  proceeds  thereof  only  to  the  purposes  specified 
in  this  opinion  and  order. 

Applicant  attached  to  its  petition  a  statement  of  proposed 
rates  to  be  charged  in  connection  with  its  proposed  water  sys- 
tem. These  rates  are  not  a  part  of  the  application  and  can 
not  be  considered  in  this  connection.  As  they  involve  to  some 
extent  increases  in  rates  being  paid  by  existing  conanmers, 
it  will  be  necessary  to  secure  the  consent  of  this  Commission 
before  the  rates  can  be  made  effective.  If  application  to  make 
these  rates  effective  is  filed  with^the  Commission,  a  public 
hearing  will  be  held  at  Davis,  so  that  all  persons  interested 
may  appear  and  be  heard.  It  is  evident  that  public  conven- 
ience will  be  served  by  the  construction  of  the  proposed  en- 
larged water  system  in  the  Totvti  of  Davis.  No  public  utility 
other,  than  the  Schmeiser  Manufacturing  Company  is  at  pres- 
ent serving  water  in  the  town,  and  persons  not  served  by  this 
company  must  rely  on  private  wells  which,  as  shown  by  the 
evidence,  are  unsatisfactory  and  yield  a  supply  of  water 
which  apparently  is  not  as  good  in  quality  as  that  which  is 
being  pumped  from  the  well  of  the  Solimelser  Manufacturing 
Company. 

I  recommend  the  following  form  of  order: 

Obdbb. 

Davis  Water  Company  liaving  applied  to  the  Railroad  Com- 
mi.tsiim  for  an  order  authorizing  the  issue  of  certain  capital 
stock  and  refunding  coupon  certificates,  as  appears  in  the 


Appl.  of  Davis  Watib  Co.  1089 

opinion  which  precedes  this  order,  and  a  pnblic  hearing  hav- 
ing been  held  open  said  application,  ajid  the  CommiBsion 
finding  that  the  purposes  for  which  said  capital  stock  and 
refunding  conpon  certificates  are  hereinafter  authorized  are 
not  in  whole  or  in  part  reasonably  chargeable  to  operating 
expenses  or  to  income, 

/*  is  hereby  ordered  as  follows: 

1.  Davis  Water  Company  is  hereby  authorized  to  issue 
its  capital  stock,  at  not  less  than  par,  ia  the  amounts  and 
for  the  purposes  as  follows: 

(a)  Davis  Water  Company  may  issue  its  capital  stock  of 
the  par  value  of  f 6,300  in  payment  for  a  good  and  market- 
able title  to  that  portion  of  the  property  of  the  Schmeiser 
Manufacturinp  Company  which  is  devoted  to  the  public 
utility  business,  and  which  is  more  particularly  specified  in 
the  order  on  Application  No.  594,  to  which  order  reference 
is  hereby  made. 

(fi)  Davis  Water  Company  is  hereby  authorized  to  issue 
its  capital  stock  of  a  par  value  not  to  exceed  |i450,  in  payment 
for  its  organization  and  promotion  expenses,  of  which  amount 
stock  not  to  exceed  the  par  value  of  $200  may  be  issued,  to 
pay  incorporation  and  other  fees  and  legal  and  incidental 
expenses  in  connection  with  incorporation,  and  stock  of  the 
par  value  of  |2o0  may  be  issued  to  A.  B.  Robert,  in  payment 
for  his  services  in  organizing  and  incorporating  the  company. 

2.  Davis  Water  Company  may  issue  its  capital  stock,  at 
par,  of  a  face  value  not  to  exceed  |29,700,  or  its  six  per  cent 
refunding  coupon  certificates  at  par,  in  amounts  of  |100, 
$50  and  $25,  the  total  issue  not  to  exceed  $25,000,  bearing 
interest  at  the  rate  of  six  per  cent,  per  annum  from  June  1, 
1913,  payable  on  or  before  June  1, 1923.  in  form  substantially 
the  same  as  the  form  attached  to  the  petition  herein,  or  such 
part  either  of  said  capit-al  stock  or  refunding  coupon  certifi- 
cates as  may  be  necessary  for  the  purpose  of  purchasing  and 
installing  a  double  tank  water  tower  at  a  cost  not  to  exceed 
$8,000,  and  of  purchasing  and  installing  its  proposed  distri- 
bution system  in  the  Town  of  Davis,  including  meters  and 
service  connections  up  to  the  property  line  and  of  installing 
a  tool  house  and  purchasing  tools,  equipment  and  incidentals 
at  a  cost  not  to  exceed  $21,700. 
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3.  Davia  Water  Company  shall  beep  separate,  tme,  and 
accurate  accounts  showing  the  disposition  made  of  the  stock 
and  refunding  coupon  certificates  hereby  authorized,  and  the 
receipt  and  application  in  detail  of  the  proceeds  of  the  sale 
of  such  stock  and  refunding  coupon  certificates  hereby  au- 
thorized to  be  issued  as  may  be  sold,  and  on  or  before  the 
twenty-fifth  day  of  each  month  shall  make  a  verified  report 
to  the  Commission,  stating  such  disposition  and  sale  or  sales 
during  the  previous  month,  the  terms  and  conditions  of  such 
sale  or  sales,  the  moneys  realized  therefrom  and  the  use  and 
application  of  such  moneys,  all  in  accordance  with  this  Com- 
mission's General  Order  No.  24,*  which  order,  in  so  far  as 
applicable,  is  made  a  part  of  this  order. 

4.  This  order,  in  so  far  as  it  affects  the  refunding  coupon 
certificates,  shall  become  effective  only  after  the  payment  of 
the  fee  prescribed  by  Section  57  of  the  Public  Utililies  Act,  as 
amended. 

5.  This  order  shall  apply  only  to  stock  and  refunding 
conpon  certificates  issued  prior  to  August  1,  1914.  If  the 
stock  and  refunding  conpon  certificates  hereby  authorized 
shall  not  have  been  completely  issued  by  said  date,  applica- 
tion may  be  made  to  the  Commission  for  an  extension  of  the 
time  of  authorized  issue. 

The  foregoing  opinion  and  order  are  hereby  approval  and 
ordered  filed  as  the  opinion  aud  order  of  the  Bailroad  Com- 
mission of  the  State  of  California. 

Dated  at  San  Francisco,  California,  this  fifteenth  day  of 
August,  1913. 


♦Printed  in  Commission  Leaflet  No.  9,  at  page  82.— Ed, 
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In  the  Matteb  op  the  Application  of  Oakland^  Antioch 
AND  Eastbkn  Railway  Company  foe  a  Decision  as  to 
Whether  or  Not  Certain  Bonds  Have  Been  Issued, 
AND  for  Permission  to  Issue  the  Same. 

Application  No.  666 — Decision  No.  891. 
Decided  August  19,  igi^, 

lunance  of  Bonds  under  Contract  Prior  to  Public  UtilitiM  Act — 
Authorization  of  Bonds. 

Held:  That  bonds  delivered  prior  to  the  effective  date  of  the  Public 
Utilities  Act,  but  upon  which  no  actual  value  had  been  paid,  can  not  be 
considered  as  legally  issued  by  the  Cotnmission. 

Held:  Applicant  permitted  to  issue  $500,000  face  value  of  bonds,  said 
bonds  to  be  pledged  as  security  of  an  issue  of  promissory  notes  or  to  be 
sold  at  not  less  than  80,  proceeds  to  be  used  to  complete  applicant's  line 
of  railway  between  Bay  Point  and  Sacramento. 

Appbarancei  : 

Jease  Steinhart,  for  applicant. 

Bbfobt. 

Thelen,  Commissioner: 

This  is  an  application  of  the  Oakland,  Antioch  and  Eastern 
Railway  for  a  decision  of  this  Commission  as  to  whether 
certain  bonds  of  said  company  have  been  issued,  under  the 
provisions  of  the  Public  Utilities  Act,  and  if  not,  for  an  order 
of  this  Commission  authorizing  such  issue.  The  application 
refers  to  that  portion  of  this  Commission's  Decision  No.  771, 
in  Application  No.  608,  rendered  on  application  of  Oakland, 
Antioch  and  Eastern  Railway  on  July  2,  1913,  reading  as 
follows: 

"Applicant  stated  that  it  had  placed  $500,000  of  its  bonds  on  contract 
and  some  uncertainty  was  expressed  whether  these  bonds  were  actually 
issued  under  the  terms  of  the  Public  Utilities  Act.  In  order  to  obviate 
any  misunderstanding  on  this  point,  applicant's  attorney  stipulated  that  be- 
fore it  hnally  placed  these  bonds  it  would  submit  the  question  of  their  isiue 
to  the  Commission  for  determination.  The  hearing  upon  the  prnsent  appli- 
cation included  also  the  $500,000  of  bonds  in  question  and  the  authorization 
to  issue  the  $1,000,000  of  bonds  as  applied  for  assumes  that  there  will  be 
an  early  determination  of  the  status  of  the  $500,000  of  bonds  above  men' 
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In  said  Decision  No.  771  this  Commission  authorized  the 
iaaue  by  Oakland,  Antioch  and  Eastern  Railway  of  bonds  of 
the  face  value  of  f  1,000,000  for  the  purpose  of  meeting  past 
and  future  expenditures  in  connection  with  the  construction 
of  applicant's  line  of  railway  from  Bay  Point,  in  Contra 
Costa  County,  to  the  City  of  Sacramento.  The  bonds  affected 
by  this  proceeding  are  five  hundred  bonds  of  the  face  value 
of  $1,000  each,  numbered  2501  to  3000,  inclusive.  On  March 
20,  1912,  three  days  before  the  effective  date  of  the  Public 
Utilities  Act,  the  Oakland,  Antioch  and  Eastern  Railway 
entered  into  a  contract  with  U.  C.  Breedea  of  the  city  and 
county  of  San  Francisco,  in  which  contract  the  railway  com- 
pany agreed  to  sell  and  Mr,  Breeden  agreed  to  buy  these 
bonds  at  the  price  of  85  per  cent  of  their  face  value  plus 
accumulated  interest.  It  was  provided  that  Breeden  could 
take  up  the  bonds  in  blocks  of  fifty  each.  All  of  the  bonds 
were  to  be  taken  and  paid  for  within  two  years.  They  were 
to  'be  placed  in  escrow  with  the  Union  Trust  Company  of 
San  Francisco,  which  company  was  instructed  to  make  de- 
livery at  any  time  within  the  life  of  the  contract  upon  re- 
ceiving the  purchase  price,  after  deducting  overdue  interest. 
It  was  further  provided  that  the  contract  might  be  terminated 
by  either  of  the  parties  during  its  life  upon  the  payment  to 
the  other  of  the  sum  of  J500.  These  bonds  were  placed  in 
escrow  with  the  Union  TruQt  Company  under  this  agreement 
prior  to  March  23,  1912.  None  of  them  were  ever  paid  for 
by  Mr.  Breeden,  and  all  of  them  are  still  with  the  Union 
Trust  Company,  which  company  has  become  Breeden 's  as- 
signee under  the  contract.  Subsequent  to  March  23,  1912, 
at  a  time  when  Mr.  Breeden  was  a  director  of  the  Oakland, 
Antioch  and  Eastern  Railway,  these  bonds  were  pledged  by 
Breeden  to  the  Union  Trust  Company  as  security  for  a  not* 
of  the  railway  company  in  the  amount  of  f300,400.  Hr. 
Breeden  was  not  a  director  of  the  railway  company  at  the 
time  the  agreement  was  entered  into. 

While  there  is  nothing  said  in  the  agreement  with  refer- 
ence to  the  payment  of  any  amount  of  money  to  bind  the  con- 
tract, applicant  testified  that  it  believed  that  flOO  bad  been 
paid  on  the  agreement. 
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This  Commission  has  heretofore  held  that  bonds  would 
not  be  regarded  as  having  been  issaed  prior  to  the  effective 
date  of  the  Public  Utilities  Act  onless  before  that  time  they 
had  actually  been  delivered  for  value.  This  value  must  not 
be  merely  colorable,  and  it  must  appear  that  delivery  was 
made  in  good  faith  for  the  purpose  of  actually  passing  title 
under  an  agreement  which  the  parties  did  not  expect  there- 
after to  cancel.  It  is  evident  that  the  bonds  now  referred  to 
were  delivered  on  the  payment  of  the  most  nominal  considera- 
tion to  bind  the  bargain,  under  an  agreement  under  which 
either  party  could  cancel  the  contract  under  payment  of  an- 
other nominal  consideration,  which  consideration  might  be 
waived  by  consent  of  the  other  party.  It  should  also  be  re- 
membered that  the  transaction  was  consummated  only  three 
days  prior  to  the  effective  date  of  the  Public  Utilities  Act 

Taking  into  consideration  all  the  facts  in  the  case,  I  am 
of  the  opinion  that  these  bonds  have  not  been  issued  as  that 
word  is  used  in  the  Public  Utilities  Act  Mere  delivery  to 
a  bank  or  trust  company  in  escrow  does  not  necessarily  con- 
■  stitute  delivery.  Whatever  the  intention  may  have  been,  the 
jurisdiction  of  this  Commi^ion  stUl  attaches  to  these  bonds, 
and  they  wUl  be  regarded  in  this  opinion  as  though  they  had 
never  been  issued. 

The  applicant  now  asks  that  if  these  bonds  have  not  been 
issued,  this  Commission  make  its  order  authorizing  their 
issue,  either  for  use  as  collateral  as  security  for  promissory 
notes  which  shall  be  in  an  amount  not  less  than  60  per  cent. 
of  the  face  value  of  such  bonds  as  may  be  pledged,  or  for  the 
purpose  of  sale  at  not  less  than  80  per  cent,  of  their  face  value, 
in  which  event  the  proceeds  would  be  used  to  pay  indebted- 
ness heretofore  incurred  or  hereafter  to  be  incurred  for  the 
construction  of  applicant's  line  of  railway  between  Bay  Point 
and  Sacramento. 

The  purposes  for  which  said  indebtedness  has  been  in- 
curred, or  would  be  incurred,  are  specified  in  Exhibit  B  at- 
tached to  the  petition  in  Application  No.  608,  which  exhibit 
is  hereby  referred  to.  This  exhibit  shows  the  total  estimated 
expenditures  from  Bay  Point  to  Sacramento  on  this  Com- 
mission's final  summary  sheet  for  physical  valuation  of  elec- 
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trie  railroads.  The  exhibit  shows  the  estimated  total  original 
cost  of  construction  to  be  13,707,330,  and  the  estimated  re- 
production value  to  be  f4,390,523.  The  difference  is  repre- 
sented chiefly  bj  the  increase  in  the  value  of  land. 

In  its  opinion  aud  oi-der  in  Application  No.  608  this  Com- 
mission carefully  examined  applicant's  financial  condition, 
and  held  that  on  the  assumption  that  the  $500,000  of  bonds 
herein  referred  to  were  issned,  it  could  authorize  the  issue  of 
an  additional  $1,000,000  of  bonds.  Since  the  date  of  this 
Commission's  decision  on  said  application,  applicant  has 
levied  an  assessment  of  f^.OO  per  share  on  100,000  shares  of 
outstanding  stock.  Applicant  testified  that  it  was  confident 
that  practically  all  of  the  assessment  would  be  paid,  thereby 
material  strengthening  its  financial  condition. 

I  find  the  proceeds  of  the  bonds  hereby  authorized  to  be 
issued  are  not  reasonably  cliargeable  to  operating  expenses 
or  to  income. 

Od  the  basis  of  the  conclusion  reached  by  this  Commission 
in  Application  Xo.  608,  I  recommend  that  the  application  be 
granted,  and  submit  herewith  the  following  form  of  order: 


Oakland,  Antiocli  and  Eastern  Railway  liaving  applied 
to  this  Commissii)u  for  a  decision  as  to  whether  or  not  its 
bonds  Nos.  2500  to  3000,  inclusive,  referred  to  in  agreement 
between  said  company  and  H.  E.  Breeden,  dated  March  20, 
1912,  bare  been  legally  issued,  and  if  they  have  not  been  so 
issued,  for  an  order  of  this  Commission  authorizing  their 
issue  for  pui'poses  hereafter  specified,  and  a  public  hearing 
having  lieen  held  on  said  application,  the  Bailroad  Commis- 
sion hereby  finds  as  a  fact  tbat  said  bonds  have  not  been 
legally  issued  as  said  woi-ds  are  used  in  the  Public  Utilities 
Act;  and  the  Commission  further  finding  that  the  purposes 
for  which  the  bonds  hereinafter  authorized  to  be  issued  are 
not  in  whole  or  in  part  reasonably  chargeable  to  operating 
expenses  or  to  income, 

It  is  hereby  ordered  as  follows: 

(1)  Oakland,  Antioch  and  Eastern  Bailway  is  hereby  au- 
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thorized  to  iesne  its  bonds  numbered  2301  to  3000,  fnclusiTe, 
of  the  total  face  value  of  f  500,000,  said  bonds  to  "be  payable 
on  the  first  day  of  October,  1941,  and  to  bear  interest  at  the 
rate  of  five  per  cent,  per  annum,  payable  semi-annually,  under 
and  in  pursuance  of  a  deed  of  trust  or  mortgage  executed  by 
said  Oakland,  Antioch  and  Eastern  Railway  to  Union  Trust 
Company  of  San  Francisco  as  trustee,  under  date  of  October 
1, 1911,  on  the  following  conditions  and  not  otherwise : 

(a)  Said  bonds  may  be  pledged  in  whole  or  in  part  aa  se- 
curity for  indebtedness  heretofore  or  hereafter  incurred  for 
the  purposes  specified  in  Exhibit  B,  attached  to  tbe  petition 
in  Application  No.  608,  said  indebtedness  to  be  evidenced  by 
promissory  notes  of  a  face  value  not  less  than  60  per  cent, 
of  the  face  value  of  such  bonds  as  may  be  pledged  as  collateral 
security;  or, 

(b)  Before  or  after  such  pledge,  said  bonds  may  be  sold 
so  as  to  net  said  company  not  less  than  80  per  cent,  of  the  par 
value  of  the  principal  thereof,  besides  interest  accrued 
thereon,  in  which  event  the  proceeds  shall  be  applied  only  for 
tbe  purposes  of  completing  its  line  of  railway  from  Bay  Point, 
Contra  Costa  County,  to  Sacramento,  Sacramento  County, 
and  in  the  completion  of  its  branch  line  from  Bay  Point 
to  Antioch,  Contra  Costa  County,  and  for  such  betterments 
and  in  substantially  such  amounts  as  are  set  forth  as  "original 
cost"  in  said  "Exhibit  B"  filed  with  the  petition  in  Applica- 
tion No.  608,  and  more  specifically  for  the  payment  of  such 
accounts  payable  and  notes  payable  as  have  heretofore  ac- 
crued and  been  given  or  as  may  hereafter  accrue  or  be  given 
for  said  purposes. 

(2)  Oakland,  Antioch  and  Eastern  Bailway  shall  keep  sepa- 
rate, true  and  accurate  accounta,  showing  the  receipt  and  ap- 
plication in  detail  of  the  proceeds  from  the  sale  or  pledge 
of  the  bonds  hereby  authorized  to  be  issued,  and  on  or  before 
the  twenty-fifth  day  of  each  month  it  shall  make  verified  re- 
ports to  the  Commissitm  stating  the  sale  or  sales  or  pledge  of 
said  bonds  during  the  preceding  month,  the  terms  and  con- 
ditions of  sale  or  pledge,  the  moneys  or  property  realized 
therefrom,  and  the  use  and  application  of  such  moneys,  all 
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in  accordance  with  this  Conunission's  General  Order  'So.  24,* 
which  order,  in  so  far  as  applicable,  is  made  a  part  of  this 
order. 

(3)  The  authority  herehy  giren  to  pledge  or  sell  bonds  shall 
not  become  effective  until  said  bonds  Nos.  2501  to  3000,  in- 
elusive,  shall  have  been  returned  to  the  treasury  of  Oakland, 
Antioch  and  Eastern  Railway,  and  the  agreement  for  the 
sale  thereof  canceled  and  a  certified  copy  of  such  agreement 
as  canceled  filed  with  this  Commission. 

(4)  The  authority  hereby  given  to  issue  bonds  shall  apply 
only  to  such  bonds  as  may  be  issued  prior  to  August  15, 1914. 

(5)  The  authority  hereby  given  to  issue  bonds  is  contingent 
upon  the  payment  of  the  fee,  specified  in  Section  57  of  the 
Public  Utilities  Act  as  amended. 

The  foregoing  opinion  and  order  are  hereby  approved  and 
ordered  filed  as  the  opinion  and  order  of  the  Railroad  Com- 
mission. 

Dated  at  San  Francisco,  California,  this  ninteenth  day  of 
August,  1913. 

'Printed  in  Commission  Leaflet  No.  9,  at  page  82.— Ed. 
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NEW  HAMPSHIRE. 

Public  Service  Commission. 

PETTtlON  OF  MiLPOED  LiGHT  AND  POWBE  COMPANY  FOB  AP- 
PKOYAL  OP  AN  lS8UB  OF  PEBPBBBBD  CAPITAL  STOCK. 

D— 151.      . 

Decided  August  6,  1913. 

Capitalization  of  Replacements. 

Upon  petition  for  authority  to  issue  preferred  stock  to  the  amount  of 
$20,000,  it  appeared  that  it  was  desired  to  capitalize  the  entire  cost  of  install- 
ing new  equipment  in  place  of  like  equipment  discarded,  the  cost  of  which 
had  previously  been  capitalized. 

Held:  That  only  the  amount  by  which  the  cost  of  tHe  new  equipment 
exceeds  the  cost  of  the  original  equipment  should  be  capitalized  for  the 
reason  that,  although  under  certain  conditions  the  capitalization  of  amounts 
expended  in  replacing  porlions  of  a  depreciated  plant  may  be  justilied,  such 
a  course  should  not  be  followed  by  a  utility  which  is  in  a  position  to  render 
good  service  and  to  make  improvements  out  of  its  earnings. 

Finding  that  the  entire  amount  of  $20,000  would  be  needed  to  cover  the 
cost  of  new  construction,  and  the  difference  between  the  cost  of  new 
equipment  and  that  of  discarded  equipment,  the  Commission  granted  the 
application.* 

Appbakanob: 

Edward  K.  WoodtDorth,  for  the  petitioner. 

Eepobt. 

This  is  a  petition  by  the  Milford  Light  and  Power  Com- 
pany for  authority  to  issue  its  prefeired  stock  to  the  amount 
of  $20,000.  A  hearing  was  held  at  Concord  on  August  5, 
1913. 

The  petitioner  has  expended  in  the  improvement  of  its 
water  power  and  of  its  steam  plant,  according  to  the  evidence 

•Editor's  headnote. 
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before  us,  the  sum  of  |20,550.13  which  has  not  been  before 
capitalized.  It  also  desires  to  make  necessary  extensionB 
to  its  plant,  wliich  will  cost  a  considerable  additional  stun. 
The  only  question  in  the  case  requiring  consideration  is 
whether  the  petitioner  shall  be  permitted  to  capitalize  tiie  full 
amount  of  the  two  following  items : 

Amount  paid   for  water   wheels $3,902 

Amount   paid    for   boiler 1.250 

The  water  wheels  and  boiler  were  installed  to  take  the 
place  of  like  fixtures  discarded  which  had  been  preTionsIy 
capitalized. 

A  situation  may  exist  where  we  would  be  justified  in  per- 
mitting the  issuance  of  new  capital  to  replace  portions  of  a 
depreciated  plant,  but  we  feel  that  such  coarse  should  not 
be  followed  in  the  case  of  a  utility  which  is  in  a  position  to 
render  good  service  to  the  public,  and  which  has  eamiagB 
which  might  be  devoted  to  any  improvements  that  it  deems 
for  its  advantage.  To  oblige  the  payment  of  such  part  of 
the  cost  of  improvements  as  is  represented  by  the  original 
cost  of  discarded  properties  may  reduce  dividends  and  seem 
a  present  hardship,  but  it  is  the  only  way  to  prevent  an  in- 
flation of  capital  where  the  articles  discarded  are  repre- 
sented by  securities  previously  iBSued,  as  in  the  present  case. 

The  original  cost  of  the  old  water  wheels  is  not  known 
with  certainty.  We  find  the  same  to  have  been  not  less  than 
11,500.  The  cost  of  the  old  boiler  is  known  to  have  been 
f500.  Theee  amounts  we  think  should  not  be  capitalized. 
The  balance  of  the  amount  expended  may  be. 

For  the  purpose  of  paying  said  balance,  and  of  paying 
for  necessary  new  construction,  we  find  the  entire  proposed 
issue  of  920,000  reasonably  requisite,  and  an  order  will  issne 
authorizing  the  same  to  be  made. 
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Board  of  Public  Utility  Commissioners. 

In  the  Matteb  op  the  Petition  of  the  Millvilij:  Gas  Light 

COMPANT  FOB  THE  APPEOVAL  OP  AN  OEDINANCB  PASSED 

BY  BuBNA  Vista  Township. 

Dtcided  June  23,  '9'3- 

Approval  of  FranchiK  Ordinance  Limiting  Powers  of  Board  Withheld. 

Held:  That  where  the  Board  is  asked  to  approve  a  franchise  ordinance 
which,  eitiier  directly  or  hy  implication,  seems  to  limit  the  powers  vested  in 
the  Board  over  the  rates  and  service  of  public  utilities,  the  Board  will  with- 
hold  its  approval  unless  the  ordinance  is  amended  so  as  to  provide  that  nothing 
contained  therein  shall  be  construed  in  such  a  way  as  to  limit  or  affect  the 
powers  and  duties  now  or  hereafter  vested  by  law  in  the  Board  or  in  any- 
body succeeding  to  its  powers  and  duties ;  and  in  case  the  Board  is  not  ap- 
prised of  such  amendment  within  a  reasonable  length  of  time,  it  will  tak« 
final  action  disapproving  the  ordinance* 

Appbabances  : 

J.  E.  Gaskill  and  H.  V.  Itartlett.  for  the  petitioners. 

T.  J.  Grayson  and  Norman  Qrey.  for  the  New  Jersey  Gas 
Company. 

Repobt. 

By  petition  dated  March  18,  1913,  the  Millville  Gas  Light 
Company  asked  this  Board's  approval  of  an  ordinance  passed 
by  the  township  committee  of  Buena  Vista  township  on  No- 
vember 16,  1912,  granting  permission  to  the  aforesaid  com- 
pany to  lay  and  maintain  pipe  lines  and  mains  on  certain 
designated  streets,  roads,  highways  and  other  places  within 
Raid  township  for  the  purpose  of  supplying  gas  in  said  town- 
ship as  well  as  for  the  general  distribution  of  gas  through 
the  said  pipe  lines  and  mains. 
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The  New  Jersey  Gas  Company  objected  before  this  Board 
to  the  approval  by  this  Board  of  the  ordinance  in  question. 
Accordingly  on  March  25,  1913,  at  the  State  House,  in  Tren- 
ton, a  public  hearing  was  held  at  which  the  petitioner  and 
the  objector  were  heard,  and  at  which  testimony  was  sub- 
mitted. 

The  objections  urged  were  directed  against  the  possibility 
of  the  petitioner's  supplying  said  township  with  gas  at  a 
profit,  at  the  rate  specified  in  the  ordinance  $1.00  per  thou- 
sand cubic  feet.  The  objector  also  contended  that  the  real 
object  of  the  petition  was  to  debar  and  prevent  the  objector 
from  obtaining  an  ordinance  from  the  same  township  at  a 
really  profitable  rate  for  gas,  and  also  to  preyent  the  objector 
from  securing  the  Board's  approval  of  an  ordinance  obtained 
by  the  objector  to  supply  gas  in  Weymoutli  township.* 

Mr.  Franklin,  Superintendent  of  the  Millvilie  Gas  Light 
Company,  testified  tliat  he  believed  his  company  could  profit- 
ably supply  Buena  Vista  township  with  gas  at  a  price  of  |1.00 
per  thousand  cubic  feet.  Mr,  Franlclin's  estimate  of  the  cost 
of  the  extension  will  he  found  in  the  Transcript  of  Testimony, 
p.  '20  seq.  It  will  be  found  that  the  estimate  of  the  Millvilie 
Gas  Light  Company  for  the  cost  of  this  extension  is  less  than 
that  presented  by  Mr.  Hoy,  Superintendent  of  the  New  Jersey 
Gas  Company.  The  two  estimates  are:  Mr.  Franklin's,  from 
116,000  to  $20,000 ;  Mr.  Hoy's,  |23,000.  Mr.  Franklin  counts 
on  about  220  customers  (p.  20) ;  Mr.  Hoy  on  from  200  to  240 
customers  in  Buena  Vista  township  (p.  24).  Mr.  Franklin 
testifies  that  in  Landis  township  gas  is  sold  by  his  company 
at  a  dollar  per  thoiisand  with  a  reasonable  profit. 

In  this  situation  there  is,  we  think,  some  considerable  pre- 
sumption in  favor  of  the  petitioner's  contention  that  gas  in 
Buena  Vista  township  can  be  supplied  by  the  petitioner  at  a 
dollar  a  thousand  at  a  reasonable  profit. 

The  ordinance  submitted  by  the  petitioner  seems  to  have 
been  properly  passed  in  accordance  with  the  provisions  of  the 
"Franchise  Act." 


•Sec  /«  the  Matter  of  Htf  PelHion  of  the  HfXD  Jersey  Gas  Company  for 
approval  of  an  Ordinance  Passed  by  Ihr  Township  Commitlee  of  Weytnoulk 
Township,  Altanlic  Counlv.  printed  at  paRC  1102  of  this  Leaflet— Ed, 
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The  Board  would  therefore  approve  said  ordinance  were  it 
not  for  several  features  of  the  ordinance  which  seem  to  delimit 
the  authority  and  responslhility  vested  in  this  Board  by  Chap- 
ter 195,  Laws  of  1911. 

Section  2  of  the  ordinance,  referring  to  the  maximum 
rate  to  be  charged  for  gas,  properly  provides  that  said  section 

"shall  in  no  way  interfere  with  the  powers  of  the  Board  of  Public  Utilit]' 
Commissioners  of  the  State  of  New  Jersey  to  regulate  charges  and  rates 
(or  gas." 

Section  IV/2  provides ; 

"And  at  no  time  shall  the  price  of  gas  sold  in  said  township  of  Buena 
Vista  be  in  excess  of  the  price  charged  consumers  in  Millville  and  Vineland; 
provided,  however,  that  this  clause  shall  not  apply  in  case  of  a  competitiTe 
gas  war  between  rival  companies." 

The  implication  of  this  section  might  seem  to  delimit  under 
certain  circumstances  the  iH>wers  over  rates  vested  in  this 
Board. 

Similarly,  Sections  13,  14  and  15,  prescribing  for  the  in- 
stallation of  services,  the  exclusion  of  minimum  charges  for 
meters  in  unoccupied  houses,  and  the  type  of  apparatus  used 
in  connection  with  service  pipe  and  its  location,  seem  to  imply 
a  possible  exclusion  of  the  Board's  exercise  of  powers  vested 
by  law  in  the  Board  over  said  matters. 

In  a  general  way,  the  sections  above  cited  (13,  14  and  15) 
seem  proper,  hut  should  circumstances  arise  requiring  their 
modification,  the  ordinance  would  seem  to  narrow  the  power 
of  the  Board  to  require  public  utilities 

"to  furnish  safe,  adequate  and  proper  service,  and  to  keep  and  maintain 
its  property  and  equipment  in  such  condition  as'to  enable  it  to  do  so," 

The  above-cited  sections  might  also  infringe  the  Board's 
powers, 

"after  hearing,  by  order  in  writing,  to  fix  just  and  reasonable  standards, 
classifications,  regulations,  practices,  measurements  or  service  to  be  furnished, 
imposed,  observed  and  followed  thereafter  by  any  public  utility  as  herein 
defined." 

In  case  the  ordinance  should  he  amended  by  the  township 
committee  of  Buena  Vista  so  as  to  provide  that  nothing  cou- 
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taioed  in  the  ordinance  shall  be  eonstmed  as  in  anr  n;  to 
limit  or  affect  the  powers  and  duties  now  or  boeafto-  reaed 
by  lav  in  the  public  atilitr  commission  or  anTbodr  socoed- 
ing  to  its  powers  and  dnties.  the  ordioance  would  be  approved. 

Until  sDcb  ameudment.  the  Board  will  defer  for  tlie  ]8es- 
ent  acting  npon  the  petitioD  for  approval ;  but  in  case  the 
Board  is  not  apprised  nf  such  ameodmeDt  within  a  reasiHuble 
length  of  time,  the  Board  will  take  final  action  in  disap 
proraL 

Entered  June  23,  1913. 


In  the  Matteb  of  the  PETmox  op  the  New  Jebsgt  Gas 

COMI'ANY  FOB  APPROVAL  OF  AN  ObDISAXCE  PASSSI  BI  THE 

Township  Com-mittef.  of  Weymouth  Towxship.  At- 
ijisnc  CofSTT. 

Decided  June  ^3,  igt). 

Approval  of  Frandnae  Ordinance  Withheld— Doubt  as  to  FcsHfaafitj  of 
Proposed  Rxteiuion  of  Serrice. 

Upon  petition  for  approval  of  an  or<Unance  of  the  Township  of  Wtr- 
mo«th  authorising  the  petitioner  to  occupy  the  streets  for  the  pnrpoK  of 
supplying  gas,  it  appeared  that,  in  order  to  connect  its  generating  plant  «itli 
Weymouth,  it  would  be  necessary  for  the  applicant  to  lay  mains  tivon^ 
the  Township  of  Buena  \'ista  or  through  territorj'  already  served  by  in- 
other  company,  or  over  a  drcuitous  and  expen^ve  route.  It  further  ap- 
peared that  the  petitioner  had  failed  to  secnre  a  francMse  ordinance  frotn 
the  Township  of  Buena  Visia  and  that  the  Millville  Gas  Light  Cbrnpanr 
had  secured  such  an  ordinance  which  the  Board  had  refused  to  approve  un- 
less it  should  be  amended  in  certain  particulars.* 

Held:     That  the  connection   of  Weymouth  with  the  plaintiff's  generating 
plant,  by  laying  pipes  through  territorj-  already  served  by  another  c 
is  out  of  the  question  because  such  connection,  affording  no  local  p 
would  be  unduly  expensive. 

The  Board  withheld  its  approval  of  the  ordinance  without  prejudice  to 
the  petitioner's  right  to  make  application  again  in  case  the  Buena  Vista 
orditiance,  submitted  by  the  Miltville  Gas  Light  Company,  should  finally 
be  disapproved  by  the  Board,  or  in  case  the  petitioner  should  secare  M 
ordinance  from  the  Township  of  Buena  Vista,  or  devise  some  other  feasible 
plan   for  connecting   V.'eymonth   with   its   generating  planLf 

•Sec  /"  Ihc  Matter  of  llf  PcHlion  nf  the  Milh-ille  Gas  J-igkl  Comfvy 
for  the  Afpr.'i'al  of  an  Ordi-iincf  Passed  by  fliifiw  Visfa  Ttncnskip,  prinlnJ 
at  page  1099  of  this  Leaflet.— Ed. 

t Editor's  headnote. 
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Api'eabancb  : 

Theodore  J.  Grayson,  for  the  New  Jersey  Gas  Company. 

Repobt. 

By  petition,  filed  with  this  Board  under  date  of  January 
28, 1913,  approval  was  aaked  of  an  ordinance  passed  Septem- 
ber 21,  1912,  hj  the  township  committee  of  the  Township  of 
Weymouth.  The  ordinance  in  question  granted  the  New 
Jersey  Gas  Company  permission  to  pipe  the  streets,  roads, 
highways  and  other  puhlic  places  in  said  township,  for  the 
purpose  of  supplying  gas.  In  form  and  content  the  ordinance 
seems  unexceptionable,  and  tlie  procedure  seems  to  have  fol- 
lowed the  reiiuirements  of  the  "Limited  Franchise  Act."  Ap- 
proval, after  hearing,  would  have  followed  as  a  matter  of 
course  had  it  not  transpired  that  its  approval  involved  nega- 
tive action  upon  a  similar  pending  petition  filed  by  the  Mill- 
ville  Gas  Light  Company*  to  pipe  the  adjoining  township  of 
Buena  Vista.  In  consequence  of  this  situation  a  hearing  was 
called  and  held  on  March  25,  1913,  at  the  State  House,  in 
Trenton,  upon  the  petition  asking  approval  of  the  Millville 
Gas  Light  Company's  ordinance  for  Buena  Vista  township." 
At  this  hearing  the  petitioner  for  the  approval  of  the  Wey- 
mouth ordinance,  the  New  Jersey  Gas  Company,  appeared 
by  counsel,  T.  J.  Grayson,  and  objected  to  the  Board's  grant- 
ing approval  to  the  Buena  Vista  ordinance  submitted  for  ap- 
proval by  the  Millville  Gas  Light  Company, 

The  Board's  action  in  the  matter  of  the  Buena  Vista  town- 
ship ordinance  is  set  forth  in  the  report  filed  on  June  23, 
1913,*  to  which  reference  is  hereby  made.  It  will  be  fonnd 
by  reference  to  said  report  that  approval  in  the  ease  of  the 
Buena  Vista  ordinance  is  withheld  until  certain  defects  in 
the  ordinance  are  cured  by  amendatory  resolution.  Such 
amendment  must,  however,  be  made  and  certified  to  the  Board 
within  a  reasonable  time;  otherwise  a  final  dismissal  of  the 
Millville  Gas  Light  Company's  petition  for  the  approval  of 
the  Buena  Vista  ordinance  will  be  entered  by  the  Board. 

The  Board's  report  on  this  petition  is  printed  at  page  1059  of  tliii 
Leaflet— Ed. 
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At  the  hearing  upon  the  Buena  Vista  ordinance  it  was  ad- 
mitted by  the  representative  of  the  New  Jersey  Oas  Compan; 
that  the  company  would  never  have  applied  for  the  Wey- 
mouth ordinance  if  it  had  not  expected  to  ohtain  a  franchise 
by  ordinance  from  Buena  Vista  township.  (Transcript  of 
Testimony,  p.  A.)  Buena  Vista  township  lies  between  Wey- 
mouth township  and  the  territory  reached  and  served  by  the 
New  Jersey  Gas  Company.  As  the  New  Jersey  Gas  Company 
did  not  succeed  in  obtaining  an  ordinance  from  Buena  Vista 
township,  tlie  company's  extension  into  Weymouth  township 
would  seem  to  l)e  precluded  unless  the  company  carried  sup- 
ply pipes  througli  territory  already  supplied  by  another  com- 
pany or  unless  a  very  circuitous  and  expensive  route  were 
adopted,  or  unless  gas  were  brought  into  Weymouth  township 
from  some  other  generating  plant  than  the  central  generating 
plant  of  the  New  Jersey  Gas  Company  at  Glassboro.  Travers- 
ing a  tei'i'itory  already  supplied  by  another  company  is  out  of 
the  question.  Such  construction,  affording  no  local  patron- 
age, would  be  unduly  expensive.  It  is  not  certain  that  the 
legal  permits  for  such  a  circuitous  pipe  line  are  obtainable,  or 
would  be  approved  by  this  Board  if  they  could  be  secured. 
There  is  nothing  in  the  record  to  show  that  the  New  Jersey 
Gas  Company  proposes  or  desires  to  establish  a  new  gener- 
ating plant  for  the  purpose  of  supplying  Weymouth  township, 
or  intend  ordinarily  to  distribute  gas  from  any  other  center 
than  Glassboro. 

Under  these  conditions  approval  of  the  pending  petition  is 
withheld,  without  prejudice,  however,  to  the  petitioner's  riglit 
again  to  ask  the  approval  of  said  ordinance  passed  by  the 
township  committee  of  Weymouth  township,  in  case  the 
Buena  Vista  ordinance  offered  by  the  Millville  Gas  Light 
Company,  within  a  reasonable  time,  is  not  so  cured  by  amend- 
ment as  to  carry  this  Board's  approval  thereof,  or  in  case  the 
New  Jersey  Gae  Company,  by  securing  an  ordinance  granting 
(lie  requisite  permits  from  Buena  Vista  township,  or  by  de- 
vising some  other  feasible  plan  for  connecting  We.vmonth 
township  with  its  generating  plant,  desires  the  Board's  ap- 
proval of  the  present  ordinance  passed  by  the  township  com- 
mittt-e  of  Weymouth  township. 

Entered  June  23,  1913. 
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In  the  Mattee  of  the  Petition  of  the  New  Yoek  and  New 
Jebsby  Watee  Company  fob  Appboval  of  the  IsstiB  of 
Bonds  as  Collatebal  Tbust  Notes. 

Decided  July   S,  1913. 
lunance  of  SecnritiM. 

This  was  a  petition  for  authoritj-  to  issue  $125,000_of  bonds  and  $225,000 
of  notes  and  to  pledge  an  additional  $65,000  of  bonds  at  part  of  th« 
collateral  security  for  the  notea.  It  was  proposed  to  issue  the  se- 
curities to  the  Suburban  Water  Company,  which  owned  S7  per  cent,  of  the 
stock  of  the  petitioner,  in  payment  for  a  pipe  line  and  for  the  entire  capital 
stock  of  the  Essex  Pumping  Company. 

Relation  between  Value  of  Securities  and  Property  Acquired — Prewnt 

Valne — Rate  of  Depreciation — Discount  on  Secndtles— Application 

of  Statute  to  Issuance  of  SecnrftieB  as  CoUatenL 

The  Board  ascertained  the  reproduction  new  value  of  the  pipe  line  and  of 
the  property  represented  by  the  stock  to  be  acquired,  and  reduced  tiiis  value  to 
the  present  value  ($229,000)  by  estimating  the  annual  depreciation  as  2.5 
per  cent.  Computing  the  proceeds  of  the  proposed  issue  of  securities  at  80 
per  cen;.  of  par,  the  lowest  selling  price  permitted  by  the  statute,  the  Board 
found  that  their  value,  exclusive  of  the  $65,000  of  bonds  to  be  issued  as 
collateral  exceeded  the  valne  of  the  property  to  be  acquired  by  at  least 
$51,000. 

He!d:  That  the  disparity  between  the  value  of  the  securities  and  that 
of  the  property  to  be  acquired  is  too  great  to  warrant  the  Board's  approval 
of  the  proposed  issue; 

That  the  issuance  of  $65,000  of  bonds  as  collateral  security  must  be  re- 
garded as  the  issue,  sale  and  delivery  of  securities  to  which  the  statute  re- 
fers and  will  consequently  increase  the  disparity  between  the  value  of  the 
securities  glvep  and  that  of  the  assets  obtained,  to  over  $100,000. 

Going  Concern  Value. 


With  respect  to  the  contention  that  an  allowance  should  be  made  for  the 
value  arising  from  the  petitioner's  operation  as  a  going  concern. 

Held:  That  where,  as  in  this  case,  securities  of  cifiiivalent  value  are  to 
b«  issued  for  the  purpose  of  acquiring  property,  no  allowance  should  be 
made  for  the  attached  buaness  possessed  by  the  purchasing  company,  al- 
though this  value  might  be  given  consideration  in  a  valuation  for  rate- 
making  purposes. 

Saving  by  Acquisition  of  Rented  Property  Offset  by  Fixed  Charges 
Assumed. 

With  respect  to  the  claim  that  the  acquisition  of  the  pipe  line  which  was 
len  rented  by  the  petitioner  would  effect  a  saving  through  the  cessation 
[  the  payment  of  rent, 
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Held:  That  the  assumption  of  the  fixed  charges  upon  the  senmtiK  is- 
sued and  the  necessity  of  amortizing  the  discount  at  which  the  stcritits 
would  issue,  would  take  the  place  of  the  rental  so  as  to  make  «nj  ixmi 
problematicaL 

Acquiution  of  Prosperoua  Compan]*  of  Stock  id  Donbtfnl  VcMiR. 

The  Board  specifically  disapproved  the  acquisition  of  the  stodc  of  to 
Epsex  Pumping:  Company  on  the  ground  that  there  was  no  apjartal  ttt 
son  why  the  petitioner  which  had  an  assured  net  income,  should  issn 
l''inls  and  asFfme  ihe  fixed  charges  thereon,  not  for  the  purpose  of  icqmr- 
ing  the  principal  source  of  water  supply,  but  for  the  purpose  of  ao^niBS 
the  stock  of  a  company  whose  prospects  were  uncertain. 

RiEbta  of  Minority   Stockholders. 

The  Board  also  called  attention  to  the  fact  that  any  loss  suffered  by  ffis" 
of  the  proposed  transaction  would  fall  on  the  minority  stockholders,  siiw 
the  majority  of  the  stock  was  held  by  the  Suburban  Water  GmipaiiT  B 
whom  the  proposed  securities  were  to  be  issued  and  which  would  a*- 
sequently  receive  in  its  capacity  as  vendor,  whatever  it  might  low  in ''' 
capacity  as  stockholder  of  the  petitioner. 

The  petition  was  accordingly  dismissed.* 

Appearances: 
Fort  and  Fort,  for  the  petitioner. 
Turner  A.  Beall,  in  opposition. 

RlPOET. 

The  petitioner,  by  letter  received  on  February  28.  tfll'' 
made  request  for  this  Board's  approval  of  certain  secnriiif*"" 
be  issued.  Said  securities  embraced  $125,000  (par  valw 
tour  per  cent,  consolidated  mortgage  bonds,  and  |22.i.'*'''' 
(par  value)  five  per  cent,  collateral  trust  notes,  junior  itlif' 
to  the  bonds.  The  petition  involved  approval  of  an  adiiitiona^ 
165,000  (par  value)  of  said  consolidated  mortgage  bonds tn'-' 
employed  as  part  of  the  collateral  securing  the  notes  afoff- 
mentioned. 

The  purposes  of  said  proposed  issue  were :  (1)  To  aoin"" 
ownership  to  a  certain  thirty-inch  pipe  line  in  the  f it.*^ "' 
Bayonnc;  (2)  the  entire  capital  stock  of  an  incomplf'''- 
pumping  plant  in  the  Town  of  Belleville,  said  stock  ha^ia- 
a  face  value  of  $300,000. 

•Editor's  head  note. 
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The  proposed  security  issues  were  to  be  made  to  Sobarban 
Water  Company,  the  present  owner  of  said  pipe  line  and 
pumping  plant.  Said  Suburban  Water  Company  is  also 
owner  of  57  per  cent,  of  the  stock  of  the  petitioning  company. 

It  would  appear  also  that  aforesaid  securit;}'  issues  were  in- 
tended to  secure  to  the  petitioner  the  right,  title  and  interest 
in  a  certain  ordinance  granted  by  the  Common  Council  of  the 
City  of  Bayonne,  June  24,  1904,  to  a  predecessor  in  title  of 
the  Suburban  Water  Company,  so  far  as  right,  title  and  in- 
terest therein  or  thereto  had  been  acquired  by  said  Suburban 
Water  Company  as  assignee. 

The  supplemental  agreement  filed  by  the  petitioner  with 
this  Board  February  23,  1913,  and  purporting  to  recite  the 
reciprocal  conveyances  resulting  by  reason  of  the  proposed 
issue  of  securities,  states  that  the  Suburban  Water  Company 
"gives,  grants  and  assigns  to  the  party  of  the  first  part"  (the 
petitioner  herein)  "all  its  right,  title  and  interest  in  and  to 
the  said  thirty-inch  steel  water  pipe  line,  etc." 

As  no  separate  reference  in  this  granting  clause  is  made 
to  the  franchise,  doubt  might  arise  whether  said  franchise 
would  be  actually  conveyed  to  the  petitioner. 

Moreover,  an  examination  of  the  original  assignment  of 
the  franchise,  dated  November  30,  1904,  shows  that  the  pe- 
titioner herein  reserved  "the  right  to  use  said  mains  for  the 
transportation  of  water  to  fulfill  in  every  respect  its  contract 
obligations  with  the  City  of  Bayonne  under  said  ordinance." 

It  seems,  therefore,  upon  consideration,  doubtful  whether 
the  franchise,  even  if  actually  conveyed  along  with  the  pipe 
line  to  the  petitioner  by  Suburban  Water  Company,  confers 
any  right,  of  value  to  the  petitioner,  that  may  not,  without 
such  conveyance,  he  demanded  and  exacted  by  the  petitioner 
from  Suburban  Water  Company. 

Essentially,  then,  the  security  issues,  for  whose  approval 
the  petitioner  asks,  will  secure  for  the  petitioner  the  physical 
pipe  line  and  the  stock  in  the  Belleville  pumping  plant. 

What  are  the  reasonable  values  of  these  two  properties? 

From  a  comparison  of  actual  costs  and  careful  estimates 
of  reproduction  costs  of  the  pipe  line,  we  have  the  following 
figurea: 
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Boll's  (from  actual  costs,  less  20  pet  cent  for  eight  years'  de- 

predatioii)    $92,185.00 

Vermeule's  (without  depreciation) 124,390.00 

Viele,  Blackwell  and  Bucks'  (without  depreciation) 140,000.00 

If  depreciation  at  20  p^  cent  be  allowed  on  the  flgureB  of 
the  last  two,  Vermeule'a  figure  becomes,  roughly,  |1UO,000, 
and  Yiele,  Blackwell  and  Bucks'  becomes  |112,000. 

We  find  and  determine  that  $100,000  approximately  rep- 
resents the  fair  present  value  of  the  aforesaid  pipe  line.  &o 
far  as  concerns  the  contention  that  paving  over  said  pipe 
line  augments  the  cost  of  its  reproduction,  and  justifies  an 
allowance  in  excess  of  its  cost,  we  content  ourselves  with 
reference  to  the  position  talten  by  this  Board  in  an  analogous 
case,  In  the  Matter  of  Hearing  as  to  Whether  the  Exi»t- 
ing  Schedule  of  Rates  of  the  Public  Service  G-as  Oompanjf 
for  Gas  is  Just  and  Reasonable'  p.  30. 

The  three  estimates  of  the  value  of  the  BeUeville  pumping 
plant  are  roughly  as  follows : 

Venneule's    $121,561.66 

Viele,  Blackwell  and  Bucks'  (after  deducting  for  the  river  crossing, 
not  included  in  other  estimates) 125,500.00 

BeiJl's,  from  cost  figures,  viz:  $74,950,  to  which  we  add  $B,O0O 
for  the  mortgaged  property  and  $23,000  for  the  pump,  etc 105,95OXX> 

The  latter's  figures,  if  increased  by  $5,500  for  value  of  land  pur- 
chased, and  by  $10,000,  the  settlement  apparently  accepted  by 
certain  contractors,  said  to  be  actually  less  than  thdr  bill  ren- 
dered, would  amount  to 121,430.00 

The  value  new  in  all  cases,  if  figured  on  the  same  basis, 
Ues  between  |121,000  and  |125,500.  If  we  deduct  2.5  per 
cent,  annual  depreciation  for  two  years,  from  the  mean  or 
(123,250,  we  obtain  practically  $117,000  as  the  present  value 
of  the  pumping  plant.  We  accordingly  find  and  determine 
the  fair  present  value  of  the  pumping  plant  and  associated 
apparatus  to  be  |11 7,000. 

By  the  proposed  issue  of  securities  the  petitioner  would  secure 
physical  property  having  a  present  value,  based  on  construction 

costs    or   estimates   thereof   of $112,000.00 

and  all  the  stock  in  a  company  whose  physical  plant  and  asso- 
ciated property  amounts  to 117,000.00 

Total  $229,000.00 

^Printed  in  Commission  Leaflet  No.  15,  at  page  354. — Ed. 
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If  the  proposed  bond  issues  of  $125,000  are  estimated  at 
80,  the  lowest  price  at  whicli  ttiey  maj  sell  under  the  statute, 
their  value  would  be  |100,000. 

If  the  proposed  note  issue  of  $225,000  were  simUarlj  esti- 
mated, its  value  would  be  $180,000.  Thus  securities  esti- 
mated at  $280,000  would  issue  to  secure  property  valued  at 
$229,000,  a  disparity  too  great  to  warrant  this  Board's  ap- 
proval of  the  proposed  issue  of  securities  asiied  for. 

It  must  be  observed  that  the  security  issue  prayed  for  in- 
cludes also  the  attaching  of  $65,000  additional  bonds,  as 
collateral  security  to  the  $225,000  of  notes. 

We  incline  to  the  opinion  that  such  issue  of  bonds  as  col- 
lateral must  be  regarded  as  the  issue  sale  and  delivery  of 
secDrities  to  which  the  statute  refers.  If  this  be  so,  the  dis- 
parity in  values  previously  noted  of  securities  given  and 
assets  obtained  is  increased  to  over  $100,000. 

It  was  argued  before  this  Board  that  the  acquisition  of  the 
pipe  line  would  result  in  a  net  profit  to  the  acquiring  com- 
pany. The  net  profit  to  accrue  would,  it  is  contended,  be 
derived  from  the  cessation  of  the  rent  payment  for  the  use  of 
the  pipe  line.  This  is  said  to  be  about  $7,300  per  annum, 
and  will  increase.  On  the  other  hand,  it  must  be  remembered 
that  while  the  company  would  cease  to  pay  rent  for  the  pipe 
line,  the  company  would  begin  to  pay  interest  on  the  bonds 
to  be  issued  for  the  purchase  of  the  pipe  line.  We  find  noth- 
ing in  the  petition  to  this  Board,  nor  in  the  agreement  entered 
into  between  the  vendor  and  vendee,  to  designate  what  por- 
tion of  the  total  security  issue  goes  to  pay  for  the  pipe  line 
to  be  acquired.  Assuming  that  of  the  $16,250  fixed  charges 
which  the  total  security  issue  will  carry  annually,  approxi- 
mately half  is  interest  upon  the  purchase  price  of  the  pipe 
line,  no  .profit  would  immediately  accrue  to  the  purchasing 
company.  Even  the  increased  rental,  which  the  company 
in  future  may  have  to  pay  for  the  use  of  the  pipe  line  {as 
the  rent  depends  on  the  quantity  passed  through  the  pipe 
line)  will  be  offset  in  part  by  the  necessity  of  amortizing 
the  discount  at  which  the  bonds  in  payment  therefor  issue. 

We  find  no  particular  force  in  the  contention  that  allow- 
ance should  be  made  for  tlie  attached  business  which  a  going 
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concern,  such  as  the  New  York  and  New  Jersey  Water  Com- 
pany possesses.  If  we  were  making  a  valuation  for  rate-fix- 
ing purposes  that  contention  might  be  germane.  Here  the 
question  is  simply  one  of  the  acquisition  of  property  and  of 
paying  therefor  in  securities  of  equivalent  value.  The  con- 
tract to  supply  the  City  of  Bayonne  with  water  does  not  in 
any  way  hinge  upon  the  acquisition  of  the  fee  of  this  pipe 
line  by  the  petitioner.  The  whole  matter  resolves  itself  into 
paying  a  proper  price  in  securities  to  issue  for  a  given  piece 
of  property,  and  the  price  suggested  for  such  acquisition  is 
too  high.  It  would  put  an  unnecessarily  lieavy  burden  on  the 
company.  If,  in  another  petition  the  New  York  and  New 
Jersey  Water  Company  should  ask  approval  of  securities 
wherewith  to  acquire  the  title  to  said  pipe  line,  this  Board, 
as  at  present  advised,  would  grant  such  approval,  provided 
always  due  and  prox>er  relation  between  the  securities  to  issne 
and  the  value  of  the  property  is  maintained. 

The  advisability  of  purchasing  the  pumping  plant  in  Belle- 
ville by  the  issue  of  securities  of  this  petitioner  is  dubious. 
This  plant  is  not  finished.  Some  of  the  property,  such  as 
the  Wortbington  pumping  apparatus  therein,  does  not  be- 
long to  the  Essex  Pumping  Company.  It  is  apparently 
heavily  over-capitalized.  At  least  we  can  not  otherwise  ex- 
plain why  a  plant  whose  actual  cost  several  years  ago  is 
stated  to  have  been  not  far  from  flOO,000  should  now  stand 
capitalized  at  three  times  that  sum.  There  is  at  present  avail- 
able no  large  customer  for  the  Essex  Pumping  Company,  and 
its  prospects  are  at  least  uncertain.  Why  the  New  York 
and  New  Jersey  Water  Company  with  a  seemingly  assured 
net  income  should  issue  securities,  and  assume  the  annual 
fixed  charges  thereon,  not  to  obtain  ownership  of  a  physical 
source  of  water  supply,  but  ownership  of  the  |300,000  capital 
stock  of  the  Essex  Pumping  Company,  does  not  seem  obvi- 
ous to  this  Board. 

The  position  of  majority  and  minority  stockholders  in  the 
New  York  and  New  Jersey  Water  Company  must  not  be  over- 
looked. The  Suburban  Water  Company  owns  all  the  stock 
of  the  Essex  Pumping  Company.  The  Suburban  Water  Com- 
pany owns  but  57  per  cent,  of  the  stock  of  the  New  York  and 
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New  Jersey  Water  Company.  If  the  New  York  and  New 
Jersey  Water  Company  should  pay  a  price  wbich  experience 
sliould  prove  was  unwarrantedly  liigh  for  the  stock  of  the 
pamping  plant,  the  entire  loss  would  practicalt^'  fall  on  the 
minority  stockholders  of  the  New  York  and  New  Jersey 
Water  Company.  What  the  majority  stockholders  of  the  New 
York  and  New  Jersey  might  lose  in  their  capacity  as  ma- 
jority stockholders,  they  would  recoup  in  their  capacity  as 
shareholders  of  the  Suburban  Water  Company.  The  latter 
company  as  vendor  of  the  shares  in  the  Essex  Pumping  Com- 
pany would  profit  by  any  price  received  therefor  which  ex- 
perience might  prove  was  in  excess  of  the  real  value  of  the 
Essex  Pumping  Company's  stock. 

The  disparity  in  the  amount  of  securities  to  issue  and 
property  to  be  acquired  precludes  this  Board  from  approv- 
ing the  proposed  security  issues  to  acquire  either  the  pipe  line 
or  the  stock  of  the  Essex  Pumping  Company. 

And  the  purpose  for  which  these  securities  are  to  issue, 
insofar  as  they  contemplate  the  acquisition  of  the  stock  of 
the  Essex  Pumping  Company,  is  specifically  disapproved. 
Said  purpose  and  the  issue  of  securities  in  pursuance  thereof 
we  find  and  determine  not  to  be  required  in  the  interest  of  the 
petitioner  nor  of  the  public. 

The  Board  also  puts  on  record  its  opinion  that  the  arrange- 
ment between  the  various  parties  in  Interest  in  this  proceed- 
ing, insofar  as  it  related  to  the  agreement  equally  to  divide 
the  net  profits  of  the  New  Jersey  Suburban  Water  Company, 
might  appropriately  have  been  included  in  the  information 
submitted  to  the  Board  by  the  petitioners.  If  such  equal  di- 
vision was  a  moving  consideration  in  arranging  the  plan  em- 
bodied in  the  petition,  it  should  have  been  included,  in  order 
to  assist  the  Board  in  coming  to  a  decision. 

The  Board  of  Public  Utility  Commissioners  hereby  with- 
holds its  approval  from  the  issue  of  securities  asked  for  in 
the  present  petition,  and  accordingly  dismisses  the  petition. 
An  order  will  so  enter. 

Entered  July  8, 1913. 
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In  the  Mattek  of  the  Application  op  the  West  Jkbsey 

AND   S£.\SHOSE   RaILBOAD   COMPANY   FOB  APPBOVAL  07  A 

Lease  of  its  Bailboad  Pbopebty  and  Sbcondabx  Fban- 

CHISBS   TO   THE   PBNNSYLVAKIA   BaILBOAD   COMPANY  FOB 

Nine  Hundbed  and  Ninety-Nine  Yeabs. 

Decided  July  ig,  1913. 

Long  Tenn  Lcmc 

UpoQ  application  by  the  West  Jersey  and  Seashore  Railroad  Corapan; 
for  approval  of  a  lease  of  its  property  to  the  Peansylvania  Railroad  Com- 
pany for  a  term  of  999  years,  it  appeared,  among  other  things,  that  ^ 
Pennsylvania  Railroad  Company  owned  51.5  per  cent  of  the  petitioner't 
capital  stock  and  that  the  rental  of  6  per  cent,  on  its  capital  stock  suaranteed 
to  the  petitioner  by  the  lease  exceeded  the  dividend  then  being  paid  \ij  the 
petitioner. 

Held:  That  a  lease  for  999  years  is  tantamount  to  a  conveyance  in  fee 
and  the  public  interest  in  such  a  conveyance  should  be  explicitly  safeguarded. 

Approval  Discretionary  with  Board — Protection  of  Public  Interests. 

Held:  That  the  fact  that  the  proposed  lease  is  legal  in  form  and  substance 
does  not  ipto  facto  require  its  approval  since  the  exercise  of  the  Board') 
power  of  approval  is  within  its  discretion  and  it  is  the  duty  of  the  Board, 
as  trustee  for  the  public,  to  make  certain  that  the  public  interests  shall  not 
be  jeopardized  even  by  uncertainty  as  to  the  operation  of  such  an  arrangc- 
moit,  and  to  withhold  its  approval  if  the  maximum  safeguards  cannot  bt 
thrown  around  the  public  interests. 

Guaranteed  Rental  as  Affecting  Future  Kates. 

Held:  That  inasmuch  as  a  lessee  is  ordinarily  entitled  to  expect  that 
earnings  in  excess  of  a  guaranteed  rental  shall  be  forthcoming  from  tbe 
proper  management  of  a  leased  property,  it  might  be  claimed  in  fntnre 
ptoceedings  with  respect  to  rates  that  a  return  should  be  allowed  suffidoit 
not  only  to  cover  the  guaranteed  rental  over  and  above  all  taxes,  but  also 
to  provide  for  this  return  from  the  leased  property  due  to  management; 

That  whereas  a  mere  declaration  of  the  Ikiard's  intention  tbat  its  ap- 
proval of  leases  shall  not  carry  any  implication  that  the  rates  needed  to 
afford  a  guaranteed  rental  shall  be  unassailable  in  rate  cases,  migbt  prove 
wholly  ineffeclual,  on  the  other  hand  a  written  assurance  from  the  lessee 
to  the  effect  that  the  plea  of  the  guaranteed  rental  will  not  be  urged  in 
har  of  a  determination  of  just  and  reasonable  rates  in  any  future  proceeding 
would  constitute  a  contractual  obligation  between  the  lessee  and  the  State 
such  as  would  afford  effectual  protection  to  the  public  interests. 

Impairment  of  Powers  of  Board  by  Terms  of  Lease. 

Held:  That  the  terms  of  the  lease  make  it  doubtful  whether  certain 
powers  now  entrusted  to  the  Board  would  not  be  impaired  or  lessened  or 
made  impossible  of  administration  and  that  these  uncertainties  might  be 
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resolved  by  an  explicit  written  assurance  from  the  companies  to  the  effect 
that  the  rights  and  interests  of  the  public  in  these  respects  will  not  be 
challenged  or  infringed  by  any  future  action  on  their  part. 

The  objections  raised  by  the  Conunission  with  respect  to  the  ternu  of 
the  lease  were  as  follows: 

Jurisdiction  of   Board — Issuance   of  Securities  to   Lessee  by  Lenor— 
Rights  of  Lessor's  Stockholders. 

Htld:  That  the  provision  in  the  lease  requiring  the  lessor  under  certain 
conditions  to  issue  and  deliver  additional  securities  to  the  lessee,  ignores 
the  requirement  of  the  statute  that  all  issues  of  securities  shall  first  be  sub- 
mitted to  the  Board  for  approval,  contravenes  the  rule  of  law  that  stock- 
holders of  record  are  entitled  to  share  pro  rata  in  issues  of  additional  stock 
and  constitutes  an  invasion  of  the  rights  of  the  minority  stockholders. 

JurisdictioQ  of  the  Board  over  Encumbrances  on  Properqr. 

Held:  That  although  the  statute  requires  the  Board's  consent  to  all  en- 
cumbrances placed  upon  public  utility  properties,  a  question  might  arise 
as  to  the  necessity  of  securing  the  Board's  approval  of  any  proposal  by 
the  Pennsylvania  Railroad  Company  to  place  an  tocumbrance  on  its  lease- 
hold estate,  which  would  nevertheless  be  tantamount  to  placing  an  es- 
cumbrance  on  the  proper^  of  the  West  Jersey  and  Seashore  Railroad 
Compai^. 

Relation  of  Bonds  to  Capital  Stock. 

Held:  That  it  is  questionable  whether  the  provision  of  the  General  Rail- 
road Act  limiting  the  bonds  issued  by  railroads  to  an  amount  not  to  exceed 
the  paid-up  capital  stock,  is  applicable  to  the  Pennsylvania  Railroad  G)m- 
pany,  a  Pennsylvania  corporation,  in  case  of  an  issue  of  bonds  secured  by  a 
mortgage  including  its  leasehold  estate;  and  consequently  the  approval  of 
the  lease  might  make  it  possible  to  subject  the  property  of  the  West  Jersey 
and  Seashore  Railroad  Company  to  a  bonded  indebtedness  which  would 
not  bear  the  prescribed  statutory  relation  to  its  paid-up  capital  stock. 

Jurisdictioii  of  Board— Mortgage  Covering  Property  in  Different  Jniis- 
dicttons — Ability  to  Meet  Fixed  Charges  on  Proposed  Securities. 

Held:  That  if  the  Pennsylvania  Railroad  Company  should  in  the  future 
create  a  mortgage  covering  its  leasehold  estate  as  ,well  as  property  in  other 
jurisdictions,  it  might  be  impossible  for  the  Board  to  administer  that  part 
of  the  statute  requiring  its  approval  of  proposed  security  issues,  and  that, 
if  its  approval  were  requested,  it  might  prove  impossible  to  discover  the 
prospective  ability  of  the  other  properties  to  meet  the  hxed  charges  on  the 
proposed  securities,  which  must  be  ascertained  in  order  to  prevent  the  West 
Jersey  and  Seashore  property  being  subjected  to  the  hazard  of  inadequate 
earnings  on  the  other  properties. 

Jurisdiction  of  Board — Sale  "Not  in  the  Ordinary  Course  of  Business." 

Held:  That  the  terms  of  the  lease  might  be  construed  as  an  approval 
by  the  Board  in  advance  of  sales  "not  in  the  ordinary  course  of  btmness,' 
which  are  subjected  to  the  Board's  approval  by  the  statute. 
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ApproTBl  of  Lease  Withheld. 

The  companies  expressly  reserved  their  liberty  of  future  action  by  de- 
dining  to  give  any  such  assurances  a.s  suggested  by  the  Board,  either  wilh 
respect  to  future  rate  proceedings  or  with  respect  to  the  effect  of  the  terms 
of  the  lease  on  the  powers  of  the  Board,  and  the  Board  refused  to  approve 
the  lease  for  the  reason  that  the  maximum  safeguards  could  not  be  thrown 
about  the  public  interests. 

Appeal  from  Jurisdiction  of  Board. 

Held:  That  if  there  is  any  serious  doubt  as  Co  the  Board's  authority  in  the 
premises,  it  lies  upon  the  petitioner,  by  mandamus  or  otherwise^  to  bring 
the  matter  to  legal  test  and  secure  a  judidal  interpretation  aa  to  the 
respective  rights  of  the  companies  and  the  Board.* 

Bepobt. 

By  petition  aied  with  this  Board  May  3,  1913,  the  West 
Jersey  and  Seashore  Bailroad  Company,  a  copporation  of  this 
State,  asked  approval  of  a  lease  of  its  railroad  property 
and  secondary  franchises  for  a  period  of  999  years  to  the 
Pennsylvania  Railroad  Company,  a  corporation  of  the  State 
of  Pennsylvania.  Said  lease  is  intended  to  become  operative 
July  1,  1913. 

The  West  Jersey  and  Seashore  was  formed  by  an  agree- 
ment of  consolidation  and  merger  made  February  28,  1896. 
The  companies  merged  and  consolidated  comprise  (1)  the 
West  Jersey  Bailroad  Company,  (2)  the  AUoway  and  Qnin- 
ton  Bailroad  Company,  (3)  the  West  Jersey  and  Atlantic 
Bailroad  Company,  (4)  tie  Camden  and  Atlantic  Bailroad 
Company,  (5)  the  Chelsea  Branch  Railroad  Company,  and 
(6)  the  Philadelphia,  Marlton  and  Medford  Bailroad  Com- 
pany. ^ 

The  consolidated  company  owns  and  operates  over  355 
miles  of  railroad,  all  in  this  State,  tlie  two  longest  branches 
being  from  Camden  to  Atlantic  City  (58.78  miles)  and  from 
Camden  to  Cape  May  {81.62  miles).  It  operates  its  road 
under  its  corporate  organization  "in  harmony  and  in  con- 
nection with  the  railroad  system"  of  the  Pennsylvania  It 
connects  with  tlie  latter  by  means  of  roads  leased  to  the  Penn- 
sylvania and  uses  the  latter's  terminal  at  Camden.    It  also 

•Editor's  headnote. 
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has  a  joint  train  service  with  the  latter  using  the  Pennsyl- 
Tania's  terminal  facilities  in  Philadelphia. 

51,5  per  cent,  of  the  stock  of  the  West  Jersey  and  Seaehore 
Bailroad  Company  is  owned  hy  the  PennsyWania  Bailroad 
Company. 

In  support  of  its  petition  the  West  Jersey  and  Seashore 
avers  that  such  a  lease  would  tend  to  insure  the  maintenance 
of  the  petitioner's  facilities  at  its  present  high  standard  of 
efficiency  and  also  to  promote  the  enlargement,  improvement 
and  development  of  the  same  when  and  as  necessary  to  ac- 
commodate the  public  needs. 

The  proposed  lease  was  approved  hy  more  than  two-thirds 
of  the  holders  of  the  applicant's  capital  stock. 

The  lease  demises  all  and  singular  the  railroads  and  prop- 
erty of  the  lessor,  situated  jn  the  State  of  New  Jersey, 

"together  with  all  sidings,  extensions  and  branches  thereof  and  there- 
from now  existing  or  that  may  hereafter  at  any  time  during  the  continuance 
of  this  lease  be  constructed  or  otherwise  acquired  as  part  of,  or  for  use 
in  connection  with,  the  railroads  hereinbefore  mentioned,  and  all  stations, 
depots,  yards,  buildings,  wharves,  ."itnictures,  power  houses,  sub- stations, 
motive  power,  rolling  and  floating  stock  and  equipment,  appurtenances  and 
property  of  whatsoever  kind  and  wheresoever  situate  now  owned  by  the 
said  lessor.- or  which  may  hereafter  at  any  time  during  the  continuance  of 
this  lease  be  constructed  or  acquired,  and  which  may  be  appurtenant  to  or 
for  use  in  connection  with  the  said  railroads,  and  also  all  corporate  rights, 
franchises  and  privileges  of  the  said  lessor  necessary  to  be  enjoyed  and 
'xercised  by  the  said  lessee  far  the  proper  maintenance,  use.  operation  and 
management  of  the  said  railroads  and  property  hereby  demised,  including 
the  right  to  fix  and  establish  from  time  to  time,  and  to  collect,  receive 
and  appropriate  to  the  lessee's  own  use,  all  tolls,  rates  and  charges  for  the 
transportation  of  persons,  property  and  mails  not  inconsistent  with  the  re- 
quirement of  such  existing  or  hereafter  enacted  legislation,  Federal  or 
State,  as  may  be  legally  enforceable:  also  all  revenues,  rents  and  income 
from  stocks,  bonds  or  other  investments,  contracts,  property,  trackage  rights 
or  other  grants,  or  from  leases  or  privileges  now  made  or  existing,  and  from 
any  extensions  or  renewals  thereof,  and  from  any  and  all  other  sources; 
provided  always,  however,  that  nnthing  herein  contained  shall  operate  as  a 
grant  or  demise,  or  be  construed  to  include  the  franchise  to  be  a  corpora- 
tion possessed  by  the  said  lessor,  or  any  other  right,  privilege  or  franchise 
which  is  or  may  be  necessary  to  fully  preserve  the  corporate  existence  or 
organization  of  the  said  lessor,  and  of  the  said  franchise  to  be  a  corpora- 
tion; and  all  the  riehts,  privileges  and  franchises  requisite  for  the  preserva- 
tion of  the  corporate  existence  or  organization  of  the  lessor  are  hereby  ex- 
pressly reser\'ed  and  excepted  from  these  presents. 
Also  all  the  rights,  privileges  and  interest  by  the  said  lessor  under  all 
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contracts  or  other  arrangements  to  operate  or  avail  of  trackage  rights  o»er 
any  other  lines  of  railroad,  or  rights  covering  the  use  of  ferries,  subject  to 
all  the  terms  and  conditions  pertaining  to  and  goventinK  i"  each  caje. 

The  capitalization  of  West  Jersey  and  Seashore  Bailroad 
Companj  appears  to  be  conservative.  The  valuation  made 
by  the  State  Board  of  Aeseflsors  of  road  and  equipment 
amounted  to  f  19,959,865.  The  honii  value,  taken  from  the 
company's  annual  report  for  the  year  ending  June  30,  1912, 
for  road  and  equipment,  is  |19,77fi,416.88,  when  the  deprecia- 
tion reserve  of  ?284,734.81  is  deducted.  The  face  value  of 
ODtstanding  securities  taken  from  the  same  report  is  $17,- 
830,000,  of  which  |9,745,600  represents  fit-ock,  and  $8,084,000 
represents  tionds.  The  operating  income  for  the  same  year 
was  ?6,351,118.15,  and  the  operating  expenses  ?5,016,043.45, 
makiuR  the  net  operating  revenue  f  1,335,074.73.  Two  semi- 
annual dividends  of  2.5  per  eent.  eacli  were  paid  for  the  year 
in  question,  as  well  as  interest  on  the  company's  funded  debt 

The  guaranteed  rental  of  six  per  cent,  upon  the  stock  of 
the  West  Jerspy  and  Seashore  Bailroad  Company  is  in  excess 
of  the  dividend  which  that  road  is  now  paying-  From  Octo- 
ber 5,  1896,  to  March  15,  1905,  the  company  declared  and 
paid  dividends  at  the  annual  rate  of  five  per  cent.  Prom 
the  last  mentioned  date  until  March  16,  1908,  it  paid  divi- 
dends at  the  annual  rate  of  six  per  cent.  For  a  year  and  a 
half  thereafter  it  paid  dividends  at  the  annual  rate  of  fonr 
per  cent.  Since  October  1, 1909,  np  to  the  present,  it  has  paiii 
dividends  at  the  annual  rate  of  five  per  cent.  At  the  hearing 
on  Jnly  16,  1913,  however,  the  president  nf  the  company  as- 
serted that  it  was  now  earning  over  nine  per  cent. 

A  public  hearing  on  the  application  was  held  at  the  State 
House  in  Trenton  on  May  20,  1913.  and  again  at  the  Court 
Honse  in  the  City  of  Camden.  July  16,  1913. 

A  lease  for  a  term  of  years  so  extended  as  999  years  requires 
the  most  careful  scrutiny.  Such  a  lease  is  tantamount  to 
a  conveyance  of  the  fee.  As  the  Court  of  Errors  of  this  Stafp 
has  said  in  Black  vs.  DHairare  ond  Raritnn  Canal  Co..  2-1 
y.  J.  Eq.,  456: 

"Equity  looks  at  the  suhfinnce  of  things  and  not  mere  names.  For  all 
substantial  practical  purposes  a  lease  for  999  years  is  a  conveyance  in  fee.' 
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Tbe  public  interest,  tlierefore,  in  such  a  conveyance,  wliich 
.is  made  for  practically  all  time,  onght  in  every  way  to  be 
explicitly  safeguarded ;  and  this  Board,  being  trustee  for  the 
public  of  this  State  insofar  as  the  statute  casts  upon  the 
Board  the  duty  of  acrutinizing  and  approving  such  leases, 
is  under  obligation  to  make  certain  that  the  public  interest 
shall  not  be  jeopardized,  even  by  serious  uncertainty  as  to 
the  operation  of  such  an  arrangement. 

In  at  least  one  important  rate  case  decided  by  this  Board, 
the  Paterson-Passaic  gas  case,"  it  was  strenuonsly  urged  by 
the  respondent  that  a  lease  lawfully  consummated  is  conclu- 
sive in  determining  a  part  of  tbe  base  upon  which  just  and 
reasonable  rates  could  tie  fixed  by  this  Board's  order.  We 
cannot  be  certain  that  a  similar  plea  might  not  be  set  up  in 
future  rate  cases.  Nor  is  it  a  conclusive  rejoinder  to  say  that 
the  rates  of  the  lessor  company  in  the  pending  proceedings 
are  not  at  present  subject  tt>  attack.  The  very  terms  of  the 
lease  require  us  to  take  a  long  look  ahead.  We  cannot  pre- 
dict that  at  no  time  in  future  will  the  rates  upon  the  West 
Jersey  and  Seashore  be  unassailed.  In  such  a  contingency 
we  must  make  as  certain  as  we  can  that  an  attempt  to  fix  and 
determine  reasonable  rates  shall  not  be  obstructed  by  the  plea 
that  a  rental  guaranteed  in  a  lease  formally  approved  by  this 
Board  is  not  open  to  question. 

A  lessee  commonly  expects  and  is  ordinarily  entitled  to  ex- 
pect that  earnings  in  excess  of  a  guaranteed  rental  shall  be 
forthcoming  from  the  proper  management  of  a  leased  prop- 
erty. If  a  guaranteed  rental  over  and  above  all  present  or 
future  taxes  is  to  be  paid  in  perpetuity,  the  return  from  the 
leased  property  due  to  management  would  have  to  be  super- 
added to  the  rental  aforesaid.  Thus  a  claim  for  a  return 
could  be  made  to  cover  rental  and  management. 

On  June  30,  1913.  the  Board  invited  the  prospective  lessee 
to  give  some  written  assurance  that  the  plea  of  the  gnaran- 
teed  rental  would  not  be  urged  in  bar  of  a  determination  of 
just  and  reasonable  rates  should  such  a  question  arise  for 


■See  /«  the  Matter  of  Hearing  as  to  Whether  the  ExUHng  SehtdnU  of 
Rates  of  the  Public  Strviee  Gas  Company  is  Just  and  Reasonable,  DeMtnber 
26,  1912,  printed  in  Commission  Leaflet  No.  15,  at  page  354. — E<1 
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acJjudicatinii.  TIk"  pmspecMve  lessee  did  not  Gnd  such  an 
assurance  compatible  with  its  interests  and  declined,  and  still 
declines,  to  makefiuch  assurance. 

At  the  hearing  on  .Tnlv  16,  1913,  it  was  sug^eated  that  the 
Roard,  roincidentl.v  with  its  issuance  of  its  certificate  of  ap- 
proval, might  issue  a  mcmorandnm  applicable  to  all  similar 
eases.  Snch  a  memorandnm,  it  was  suggested,  might  recite 
that  in  approval  of  leases  the  Board  would  have  it  under- 
stood that  such  approval  did  not  carry  with  it  any  implica- 
tion that  ratPB  necessary  to  afford  the  guaranteed  rental  are 
unassailable  in  rate  caseR.  The  action  of  the  Maryland  Com- 
mission to  this  effect  was  cited  as  a  precedent. 

A  declaration  of  the  Commission's  understanding,  however, 
in  approving  a  lease  might  prove  wholly  ineffectual,  whereas 
a  written  stipulation  to  the  effect  indicated  above  would  he 
a  sort  of  contractual  obligation  lietween  the  lessee  and  the 
State. 

It  was  urged  upon  this  Board  that  the  proposed  lease  be- 
ing legal  in  form  and  substance  required  in  common  fairness 
ihat  the  Board  shonld  approve  it. 

We  do  not  so  interpret  rmr  obligation  in  the  premises. 
Chapter  H>.">  of  the  Laws  of  1931.  Ill,  18  h,  provides  that  no 
public  utilit.v  shall 

"Without  the  approval  of  the  Board,  sell,  lease,  mortgage  or  otherwise  dis- 
pose of  or  encumber  its  property,  franchises,  privil^^es  or  rights,  or  anjr 
part  thereof,"  etc. 

Under  this  section  we  understand  that  approval  is  discre- 
tionary upon  our  part,  and  Ave  hold  that  where  the  maximum 
safeguards  can  not  be  thrown  around  the  public  interests  it 
is  both  our  right  and  our  duty  to  withhold  approval. 

The  same  section  of  the  act  (III,  tS  e.)  provides  that  tin 
public  utility  shall 

"Hereafter  issue  any  stock,  stock  certificates,  bonds  or  other  evidences  of 
indebtedness  payable  in  more  than  one  year  from  the  date  thereof  until 
it  shall  have  first  obtained  authority  frorr  the  Board  for  such  proposed 
issue.  It  shall  he  the  dutj-  of  the  Board,  after  hearing,  to  approve  of  any 
sv'.ch  proposed  issue  ma(iirin);  in  more  than  one  year  from  the  date  thereof, 
when  satisfied  that  the  same  is  to  be  made  in  accordance  with  the  law  and 
the  purpose  of  such  issue  be  approved  by  said  Board." 
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The  final  clause — "and  the  purpose  of  such  issue  be  ap- 
proved by  the  Board" — has  already  received  judicial  con- 
struction in  Interstate  Telegrajth  and  Telephone  Co.  vs.  Board 
of  Public  Utility  Commissioiiera.  86  Atlantic  Reporter,  368. 

The  citation  of  the  Board's  discretionary  power  over  se- 
curity issues  is  particularly  pertinent  to  the  pending  case, 
inaemuch  as  the  proposed  lease  in  Articles  Third  and  Sixth 
conftmplates  and  provides  for  future  security  issues  to  be. 
made  in  conformity  with  the  terms  of  the  lease. 

It  follows  incontestably  in  our  judgment  that  the  approval 
of  such  leases  as  the  pending  one  is  discretionary  with  the 
Board,  and  we  are  equally  satisfied  that  our  duty  requires 
of  us  nothing  less  than  obtaining  the  maximum  of  certainty 
as  to  its  operation  as  well  as  the  maximum  of  legitimate  ad- 
vantage to  the  public. 

Even  if  there  could  he  any  serious  doubt  of  the  Board's 
power  in  tbe  premises  it  lie.s  open  to  the  petitioner  hy  man- 
damus or  otherwise  to  bring  the  matter  to  legal  test,  and  to 
have  settled,  by  judicial  interpretation,  the  respective  rights 
of  the  companies  and  this  Board  in  this  matter. 

There  are  additional  reasons  which  warrant  tbe  Board  in 
declining  prematurely  to  ratify  this  lease.  The  terms  of  the 
lease  make  doubtful  whether  certain  powers  now  entrusted 
to  this  Board  in  the  public  interest,  would  not  he  impaired  or 
lessened  or  made  impossible  of  administration. 

By  the  terms  of  the  Public  Utility  Act  recited  above  pro- 
posed issues  of  securities  by  public  utilities  of  this  State  must 
first  be  accorded  the  approval  of  the  Board.  Articles  Third 
and  Sixth  of  the  lease  under  consideration  provides  that  under 
certain  conditions,  the  indebtedness  of  the  lessor  to  the  lessee, 
in  case  there  is  not  available  cash  for  the  discharge  of  such 
indebtedness, 

"shall  be  paid  and  discharged  by  the  delivery  to  the  lessee  of  either  bonds  or 
capital  stock,  or  both,  of  the  lessor,  as  the  lessee  shall  at  the  time  elect  and 
designate  in  writing  *  *  *  and  the  lessor  agrees  that  it  will,  when  and  as 
often  as  required  by  the  terms  hereof  so  to  do,  issue  and  deliver  to  the  lessee 
all  bonds  and  stocks  properly  demanded  by  it  hereunder  which  it  can  lawfully 
execute  and  issue.  Or,  by  agreement  between  lessor  and  lessee,  such  bonds 
or  stocks,  or  both,  may  be  executed,  issued  and  sold  hy  the  lessor,  and  the 
proceeds  of  such  sale  shall  be  paid  by  the  lessor  to  the  lessee  for  the  purpose 
of  discharging  such  indebtedness  theretofore,  or  to  be  thereafter,  incurred." 

-- a''-- 
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The  seconti  alternative  is  clearly  at  tbe  option  of  the  lessee. 

Under  the  first,  the  lessee  is  entitled  bj  the  lease  to  demand 
the  issuance  and  the  delivery  to  the  lessee  of  all  snch  addi- 
tional securities.  This  clearly  contravenes  the  well-estab- 
lished rule  of  law  thut  in  case  of  additional  issues  of  stock, 
the  shareholders  of  record  are  entitled  to  participate  pro  rata. 
Way  et  al.,  vs.  the  American  Grease  Co.,  et  al.,  70  N.  J.  Eq. 
^  263 ;  Wall  vs.  Utah  Copper  Co.,  et  al.,  70  N.  J.  Eq.  17. 

The  requirement  that  the  lessor  must  deliver  to  the  lessee 
all  bonds  and  stocks,  is  a  clear  invasion  of  the  rights  of  the 
minority  stockholders. 

In  another  respect  the  terms  of  the  proposed  lease  wouW 
possibly  impair  tlie  control  now  vested  by  law  in  this  Board 
over  the  inoumbrancing  of  the  property  of  a  public  utility 
such  as  the  West  Jersey  and  Seashore  road.  No  incumbrance 
may  at  present  be  placed  on  the  property  of  a  public  utility 
of  this  Ktate  without  the  Hoard's  prior  knowledge  and  eon- 
sent.  The  attempt,  however,  by  the  Pennsylvania  Railroad 
Company  to  subject  to  mortgage  incumbrance  its  leasehold 
estate  in  the  road  proposed  to  be  leased  might  raise  serioufl 
question  as  to  the  necessity  of  obtaining  the  prior  approval 
of  this  Board.  It  would  nevertheless  be  virtually  tantamount 
to  subjecting  the  property  of  the  West  Jersey  and  Seashore 
to  an  incumbrance. 

Moreover,  the  General  Railroad  Act  (Compiled  Statutes, 
4221,  Section  6)  limits  the  power  of  a  railroad  company  to 
issue  its  bonds  secured  by  mortgage  of  its  road  and  franchises 
to  an  amount  "not  to  exceed  in  the  whole  its  paid-up  capital 
stock,"  and  makes  departure  from  the  rule  laid  down  a  mis- 
demeanor. This  provision  applies  to  the  West  Jeraey  and 
Seashore,  but  there  may  be  reason  to  doubt  whether  it  is 
applicable  to  the  Pennsylvania,  a  Pennsylvania  corporation, 
in  an  issue  of  bonds  secured  by  a  mortgage  including  the  lease- 
hold rights  to  be  acquirnl  under  the  proposed  lease.  Thus 
Ihere  is  a  ])ORsihlity  that  through  this  lease  the  Pennsylvania's 
leasehold  estate  in  the  West  Jersey  and  Seashore  might  be 
subjected  (o  bonded  indebtedness  secured  by  mortgage  where 
the  amount  of  the  indebtedness  shall  not  bear  the  prescribed 
statutory  relation  to  the  paid-up  capital  stock  of  the  leased 
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company.  If  it  should  happen  that  the  lessee  subjected  to 
the  lien  of  a  mortgage  not  only  its  leaaeholit  estate  in  the 
West  Jersey  and  Seashore,  but  in  miscellaneous  other  prop- 
erty as  well,  it  might  well  become  impossible  for  the  Board  to 
administer  that  part  of  the  statute  which  makes  the  Board's 
approval  of  proposed  security  issues  necessary. 

When  the  Board's  approval  is  asked  for  a  proposed  bond 
issue  secured  by  mortgage,  the  Board  attempts,  inter  alia, 
to  ascertain  the  prospective  ability  of  the  petitioning  com- 
pany to  pay  the  stipulated  interest  and  the  principal  sum 
at  maturity.  If  the  prospective  lessee  in  the  present  case 
should  in  future  ask  approval  of  a  mortgage  secured  in  part 
upon  the  property  and  franchises  of  the  West  Jersey  and 
Seashore,  and  in  part  upon  the  property  and  franchises  of 
other  properties,  perhaps  in  other  and  distant  jurisdictions, 
equally  subject  to  the  same  mortgage,  the  Board  would  be 
confronted  with  the  necessity  of  ascertaining  the  prospective 
ability  of  such  other  properties  to  meet  the  terms  of  the  bond 
issue  proposed.  This  might  well  prove  an  impossible  task; 
yet  unless  it  were  performed,  the  West  Jersey  and  Seashore 
property  would  be  subjected  to  the  hazard  of  inadequate 
earnings  on  the  properties  jointly  responsible  to  pay  the  fixed 
charges  on  the  bond  issue  whose  approval  is  asked. 

Still  another  doubt  is  raised  by  the  proposed  lease  as  to 
whether,  by  the  terms  thereof,  the  Board's  jurisdiction  over 
the  sales  of  the  property  of  a  public  utility  "not  in  the  ordi- 
nary course  of  business"  may  not  be  impaired.  Article 
Eighth  of  the  lease  provides: 

"Such  real  and  personal  property  of  the  lessor  as  shall  not,  in  the  opinion 
of  the  lessee,  be  necessary  for  the  then  present  or  prospective  use  of  the 
lessor's  railroads,  or  for  the  protecti(»i  of  the  interests  of  the  said  lesBor 
therein,  may,  witli  the  consent  of  the  lessor  and  in  accordance  with  the 
provi^ons  of  any  mortgage  or  mortgages  covering  same,  be  sold  from  time 
to  time  by  the  lessee,  and  the  lessor  shall,  upon  the  request  of  the  leasee, 
execute  and  deliver  propc  conveyances  and  assurances  of  such  property  so 
sold  as  may  be  necessary  to  effectuate  such  sales.  The  proceeds  of  all 
such  sales  shall  enure  and  he  paid  to  the  lessee,  and  shall  be  applied,  at  die 
option  of  the  lessee,  either  to  the  reduction  of  the  funded  debt  of  the  said 
lessor,  or  to  betterments  and  improvements  upon  or  additions  to  the  ra3- 
roads  and  property  hereto  demised." 
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The  terms  of  the  lease  qnoted  above  mif;ht  be  constrned  as 
an  approval  by  tliia  Board  in  advance  of  such  sales  and  bo 
seem  to  make  the  lessee  sole  arbiter  of  such  sales,  and  thus  di- 
vest the  Board  of-  the  anthority  thereover  which  the  law 
casts  upon  the  Board  under  Chapter  195,  III,  18  (h)  Laws  of 
1911. 

All  of  these  uncertainties  might  be  resolved  by  an  explicit 
written  assurance,  stipulating  that  the  rights  and  interests 
of  the  public  as  indicated  herein  shall  not  be  challenged  or 
infringed  by  any  future  action  of  the  companies  concerned. 
Rut  such  explicit  assurance  the  directorates  are  unwilling 
to  give,  on  the  ground  that  such  assurance  might  bind  their 
successors  in  tlie  directorates.  In  other  words,  they  expressly 
reserve  their  liberty  of  future  action  in  the  premises. 

In  view  of  this  situation,  it  will  not  do  to  say  that  these 
objections,  or  some  of  them,  are  far-fetched  and  violently  im- 
probable contingencies.  An  arrangement  to  subsist  for  a 
thousand  years  cliallenges  the  production  of  just  such  con- 
tingencies, and  there  doubtless  are  others  which  time  will 
disclose.  An  arrangement  which  will  subsist  by  its  terms  for 
999  years,  and  which  during  that  term  may  affect  both  the 
public  interests  as  well  as  the  relations  of  lessor  and  lessee 
may  well  be  analyzed  with  circumspection  and  care.  Any 
evidence  bearing  thereon  ought  to  be  carefully  analyzed  and 
sifted.  If  there  are  doubts  as  to  its  wholly  beneficial  effect 
upon  the  public,  these  doubts  must  all  be  resolved.  If  there  is 
qnestion  of  its  exact  legal  purport,  intent  and  operation,  such 
question  ought  to  be  answered  l>efore  aflBrmative  action  is 
taken  by  an  administrative  body  of  the  State. 

For  these  reasons,  above  recited,  the  Board  of  Public  Util- 
ity Commissioners  finds  and  determines  that  the  approval  of 
tlie  pending  lease  is  not  necessary  and  proper,  withholds  its 
assent  therefrom,  and  will  dismiss  the  petition  therefor. 

An  order  will  be  so  entered. 

Entered  July  19,  1913. 
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Public  Service  Cc«nmiB8ion — First  District. 

In  the  Mattbk  op  the  Hbabing  on  the  Motion  of  the 
Commission  upon  the  Question  of  the  Rates  and 
Chabges  of  the  Bbooklyn  Bobough  Gas  Company  in 

THE  ThIHTY-FIBST  WabD  OF  THE  BOROUGH  OF  BEOOKLYN. 

Case  No.  1651. 

In  THE  Matteb  of  the  Hearing  on  the  Motion  of  the  Com- 
mission UPON  THE  Question  op  Gas  Pbessdbe  Regula- 
tions TO  be  Pbesgbibed  as  to  All  Gas  Companies  Fub- 
NiSHiNG  Gas  fob  Consumption  in  the  Thibty-fiikt 
Ward  of  the  Bobough  op  Brooklyn. 

Case  No.  1577. 

Decided  July  S.  1913. 

RatCB  and  Charges — Gas  Corporations— Haximum  Rate— Redaction 
Ordered  to  Nu)et7-five  Cents  per  Tbonaand  Cubic  Feet. — The  maximum 
price  to  be  charged  for  gas  by  the  B.  B.  G.  Co.  in  the  31st  Ward  of  the 
Borough  of  BrooklyD,  from  October  1,  1913,  to  and  including  December 
31,  1914,  should,  under  all  the  circumstances  appearing  to  the  Commis- 
Eion,  be  reduced  to  ninety-five  cents  for  one  thousand  cubic  feet  of  gas. 

Practice  and  Procedure  before  Commission — Informal  Proceeding — 
Adjonnunent  of  Fonnal  Hearings  upon  OSer  of  the  Company  to  Accept 
Rates  Fixed  by  the  Commission. — ^The  B.  B.  G,  Co.  having  offered  at  its 
first  hearinK  to  open  all  of  its  books  and  records  for  examination  by  the 
Commission's  experts,  to  do  all  in  its  power  to  fadlitate  a  thorough  and 
Immediate  investigation  of  the  whole  question  of  the  reasonableness  of  its 
rates  and  charges,  and  to  accept,  for  at  least  one  year  from  the  date  of 
such  ruling,  whatever  ruling  the  Commission  might  make  in  such  pro- 
ceeding, the  Commission  followed  its  previous  practice  under  such  cir- 
cumstances by  adjourning  the  formal  proceedings  and  determining  the 
matter  through  informal  hearings  and  conferences  at  which  the  facts 
were  fully  brought  out. 

Rates  and  Charges — Determination  of  What  Property  should  he  In- 
cluded in  Computing  a  Reasonable  Return— Land  Not  Purchased  for 
Immediate  Use — Increases  in  Value  Thereof. — The  holding  of  the  Com- 
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miuton  in  Re  Baits  v,  Brooklyn  Borottgh  Gai  Co.,  decided  October  18,  1911, 
that  the  land  owned  by  the  company  should  be  included  in  property 
account  at  its  fair  value  and  that  all  rentals  and  increases  in  value  there- 
from should  be  placed  in  the  income  account,— affirmed  and  applied. 

Valuation— Detenninatioii  of  the  Fair  Value  of  the  Property  Uaed  in 
the  Service — Value  iq>on  Which  the  Company  ia  Entitled  to  a  Pair  Rctun. 
—Under  all  of  the  circumstances  stated,  the  Commission  finds  that  the 
fair  value  of  the  property  upon  which  the  B,  B,  G.  Co.  is  entitled  to 
earn  a  fair  return  is  $l,320/»0  for  1913  and  $1,400,000  for  1914. 

Valuation — Determination  of  the  Fair  Value  of  the  Property — Allow- 
ance for  Depreciatioa — Failure  of  Company  to  Hake  Adequate  Allowance 
in  Previous  Years. — In  determining  the  fair  value  of  the  property  of  the 
B.  B.  G.  Co,  for  purposes  of  a  rate  proceeding,  it  was  suggested  that 
the  company  had  not,  in  past  years,  set  aside  a  sufficient  amount  to 
cover  accruing  depreciation,  and  that  allowance  should  now  be  made  not 
only  for  current  depreciation,  but  for  the  depreciation  of  past  years  for 
which  no  provision  had  hitherto  been  made.  Held:  That  it  is  not 
proper  in  a  rate  case  to  consider  and  charge  against  the  year  in  qaestion 
both  current  depreciation  and  that  which  accrued  in  a  prior  yv»i,  but 
the  company  should  make  prompt  provision  from  some  other  source  for 
fucb  accrued  depreciation,  and,  if  necessary,  reduce  its  dividends  in  ordei 
to   restore   capital   which   has   been   impaired. 

Service — Gas  Corporationa — Gas  PrcMure — Uaintenance  of  Recording 
Pressure  Gauges  throughout  the  Territory  Supplied— One  Gauge  per 
Square  Hile. — Each  g^s  corporation  supplying  gas  for  light,  heat  or 
power  in  the  31st  Ward  of  the  Borough  of  Brooklyn  should  either  (a) 
provide  and  install  prior  to  November  1,  1913,  and  maintain  thereafter, 
recording  pressure  gauges  of  a  type  to  be  approved  by  the  Commission, 
so  located  that  no  gas  consumer  shall  be  more  than  3,800  feet  in  an  air 
line  from  the  nearest  gauge  upon  the  distribution  system  by  which  he 
is  supplied,  and  that  there  shall  be  at  least  one  gauge  in  each  square  mtle 
of  territory  supplied  by  such  corporation,  or,  (b)  provide  and  install  prior 
to  November  1,  1913,  and  maintain  thereafter,  a  pressure  recording  gang; 
of  an  approved  type  at  each  location  named  and  described  in  the  list  of 
gauge  locations,  which  list  shall  have  been  submitted  to  the  Commission 
and  by  the  Commission  approved. 

Service — Gaa  Corpo rations — Gas  Pressure — Haintenance  of  Record- 
ing Pressure  Gauges — Location  of  .Gauges. — Each  recording  pressure 
gauge  installed  pursuant  to  the  requirements  of  the  Order  entered  by 
the  Commission  relative  to  gas  pressure  in  the  Slst  Ward  of  the  Borongh 
of  Brooklyn  should  be  located  as  near  as  practicable  to  the  point  of  mini- 
-mtun  pressure  in  its  district,  and  a  separate  service  should  in  each  case 
be  run  from  the  gas  main  to  the  gauge,  no  gas  consumption  being  taken 
from  the  said  service. 

Service — Gas  Corporations— Maximum  and  Minimum  Pressure  at  die 
Constmier's  End  of  the  Company's  Service  Pipes. — On  and  after  De- 
cember 1,  1913,  each  gas  corporation  supplying  gas  in  the  Slst  Ward  of 
the  Borough  of  Brooklyn,  should  maintain  a  minimum  pressure,  as 
measured  at  the  consumer's  end  of  the  company's  service  pipe  to  any 
consumer,  which  shall  be  not  less  than  two  inches  water  colimu  on  two 
consecutive  days  and  a  maximum  pressure  which  shall  not  exceed  six 
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inches  water  column  on  two  consecutive  days,  unless  the  conmmer  or 
consumers  supplied  from  such  service  pipe  shall  have  made  a  specific  re- 
quest in  writing  for  pressure  to  or  in  excess  of  six  inches  water  column. 

Service — Gas  Corpo rations— Gaa  FrcBsure^Limitation  of  Dailjr  Varia- 
tion— Maximum  Variation  Prescribed.-~On  and  after  December  1,  1913, 
in  the  31st  Ward  of  the  Borough  of  Brooklyn  the  maximum  daily  pressure 
variation  of  gas  (independent  of  momentary  and  pulsating  variations  oE 
pressure)  as  measured  at  the  consumer's  end  of  the  company's  service  pipe 
to  any  consumer,  should  not  exceed  three  inches  water  column  on  two  con- 
secutive days;  on  and  after  December  1,  1914,  such  maximum  daily 
pressure  variation  should  not  exceed  two  and  one-half  inches  water  column 
on  two  consecutive  days;  and  on  and  after  December  1,  1915,  such  maximum 
daily  pressure  variation  shotild  not  exceed  two  inches  water  column  on 
two  consecutive   days. 

Service— Gas  Corporations — Gas  Pressure— Prevention  and  Limita- 
tioa  of  Momentary  Variations— Standard  of  Momentary  Variations  Pre- 
scribed.—On  and  after  September  1,  1913,  in  the  31st  Ward  of  the  Bor- 
ough of  Brooklyn,  the  maximum  momentary  variation  in  the  pressure  of 
gas  at  the  consumer's  end  of  the  company's  service  pipe  to  any  consumer 
should  not  exceed  a  total  range  of  eight-tenths  of  an  inch  water  column 
on  two  consecutive  days. 

Service — Gas  Corporations— Gas  Pressure — Prevention  and  Limitation 
of  Pnlsating  Variations — Standard  of  Maximum  Ptilsating  Pressure  Varia- 
tions Prescribed. — On  and  after  September  1,  1913.  in  the  3tst  Ward  of 
the  Borough  of  Brooklyn  the  maximum  pulsating  pressure  variation  of 
gas  at  the  consumer's  end  of  the  company's  service  pipe  to  any  con- 
sumer should  not  exceed  a  total  range  of  eight- tenths  of  an  inch  water 
column  on  two  consecutive  days,  and  on  and  after  May  1,  1914,  such 
maximum  pulsating  pressure  variation  should  not  exceed  a  total  range  of 
five-tenths  of  an  inch  water  column  on  two  consecutive  days. 

Hearings  closed,  May  23,  1913.     Opinion  adopted,  July  8,  1913. 

Opinion. 

The  proceedings  in  Case  No.  1651  related  to  the  rates 
charged  by  the  Brooklyn  Borough  Gas  Company  for  gas,  in 
the  Thirty-first  Ward  of  the  Borough  of  Brooklyn.  This 
ward  includes  what  are  known  as  the  Coney  Island  and  Bath 
Beach  districts  of  Brooklyn. 

The  proceedings  in  Case  No.  1577  related  to  the  gas-pres- 
sure regulations  to  be  prescrihed  for  that  ward. 

The  Order  entered,  in  Case  No.  1651,  on  July  8,  1913,  fix- 
ing the  maximam  rates  to  be  charged  for  gas  in  the  Thirty- 
first  Ward  of  the  Borough  of  Brooklyn,  was,  in  full,  as 
follows : 
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"Hearings  having  been  held  in  this  proceeding  beginning  on  March  25, 
1913,  and  the  Brooklyn  Borough  Gas  Company  having  agreed  to  abide 
for  the  period  of  at  least  one  year  by  such  maximuni  rates  for  gas  in  tbe 
rhirty-lirst  Ward  of  the  Borough  of  Brooklyn  in  the  City  of  New  York 
as  the  Commission  might  fix  after  an  investigation,  and  such  investigatJMi 
having  been  duly  had  before  Hon.  Milo  R.  Maltbie,  Commissioner,  and 
all  parties  appearing  having  been  heard,  now  it  is 

"Ordered,  That  the  maximum  price  to  be  charged  for  gas  in  the  Thirty- 
first  Ward  of  the  Borough  of  Brooklyn  in  the  City  of  New  York  by  the 
Brooklyn  Borough  Gas  Company  from  and  including  October  I,  1913,  to 
and  including,  December  31,  1914,  shall  be  ninety'five  cents  (^95)  tor  one 
thouaand  (1,U00)  cubic  feet  of  gas;  and  it  is  further 

"Ordered,  That  said  Brooklyn  Borough  Gas  Company,  on  or  before  July 
19,  1913,  notify  the  Commission  whether  the  terms  of  this  Order  are  ac- 
cepted and  will  be  obeyed." 

For  the  Opinion  adopted  and  the  Order  entered,  in  Case 
No.  1260,  on  August  18,  1911,  relative  to  tbe  price  charged 
for  gas  in  the  Thirty-first  Ward,  see  Re  Baltz  v.  Brooklyn 
Borough  Gas  Co.,  2  P.  S.  C.  R.  [1st  Dist.  N.  Y.]  620. 

The  Order  entered,  iu  Case  No.  1577,  on  July  8,  1913,  pre- 
scribing gas-pressure  regulations  for  the  Thirty-first  Ward 
of  the  Borough  of  Brooklyn,  was,  in  fall,  as  follows: 

"A  hearing  having  been  duly  held  on  motion  of  the  Cocnnissioo  on  No- 
vember 15,  and  November  18,  November  29,  1912,  and  January  15.  1913,  be- 
fore Hon.  Milo  R.  Maltbie,  Commissioner,  presiding,  A.  T.  Cole  appearing 
for  Kings  County  Lighting  Company,  C.  H.  IVoodkall  appearing  for  Brook- 
lyn Borough  Gas  Company,  and  Arthur  DuDois,  Assistant  Comisel,  attend- 
ing for  the  Commission ;  and  the  Commission  being  of  opinion  that  tbe 
atrts  and  regulations  of  the  gas  corporations  supplying  gas  in  the  Thirty- 
first  Ward  of  the  Borough  of  Brooklyn  are  in  certain  respects  unreasonable 
(and  Order  having  previously  been  made  in  this  case  on  January  24,  1913, 
as  to  the  supply  of  gas  in  the  Borough  of  Brooklyn,  save  and  except  in 
the  Thirty-first   Ward)  ; 

"Now,  therefore,  it  is 

"Ordered,  That  each  and  every  gas  corporation  supplying  gas  for  light, 
heat  or  power  in  the  Thirty-first  Ward  of  the  Borough  of  Brooklyn,  Gty 
of  New  York,  be  and  it  hereby  is  directed  to  comply  with  the  requiremaits 
and  regulations  below  set  forth : 

"(1)  Each  gas  corporation  supplying  gas  for  light,  heat,  or  power  in 
Ward  31  of  the  Borough  of  Brooklyn  shall  either 

"(a)  Provide  and  install,  prior  to  November  1,  1913,  and  maintain  there- 
after, recording  pressure  gauges  of  a  type  to  be  approved  by  the  Commission, 
SO  located  that  no  gas  consumer  shall  be  more  than  thirty-eight  hundred 
(3,800')  feet  in  an  air  line  from  the  nearest  gauge  upon  the  distribution 
system  by  which  he  is  supplied,  and  that  there  shall  be  at  least  one  (It 
gauge  in  each  square  mile  of  territory  supplied  by  e?ch  corporation ;  or 

"(b)  Provide  and  install,  prior  to  November  1,  1913.  and  maintain  there- 
after, a  pressure  recording  gauge  of  an  approved  type,  at  each  location  named 
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and  described  in  the  list  of  gauge  locations,  which  list  shall  have  been  sub- 
mitted to  the  Commission,  and  by  the  Commission  approved;  submission 
must  b«  made  and  approval  secured  witliin  two  (2)  years  from  the  date 
of   the  previous  approval. 

"(2)  Each  gauge  installed,  as  required  in  paragraphs  (1)  and  (2)  above, 
shall  be  located  as  near  as  practicable  to  the  point  of  minimum  pressure  in 
its  district,  and  a  separate  service  shall  in  eadi  case  be  run  from  the  gas 
main  to  the  gauge,  no  gas  consumption  being  taken  from  said  service.  Each 
chart  taken  from  these  gauges  shall  be  marked  with  the  company's  name, 
location  of  gauge  from  which  it  was  taken,  and  the  date  it  was  placed  and 
removed,  and  shall  be  liled  and  preserved  by  tlie  corporation  for  not  less 
than  three  (3)  years.  On  or  before  November  1,  1913,  each  corporation 
shall  notify  the  Commission  of  the  location  of  each  gauge  and  also  of  all 
fthanges  in  location  and  new  locations  of  gauges,  within  five  (5)  days  from 
the  date  of  such  change  or  new  location. 

"(3)  On  and  after  December  1,  1913,  each  gas  corporation  supplying 
gas  for  light,  heat,  or  power  in  Ward  31  of  the  Borough  of  Brooklyn  shall 
maintain  a  minimum  pressure,  as  measured  at  the  consumer's  end  of  the 
company's  service  pipe  lo  any  consumer,  which  shall  not  be  less  than  two 
inches  (2")  water  column  on  two  (2)  consecutive  days.  Where  the  com- 
pany is,  or  will  be,  unable  to  maintain  such  minimum  pressure  on  account 
of  causes  beyond  its  control,  it  shall  immediately  notify  the  Commission 
imd  request  an  extension  of  time  within  which  to  comply  with  this  provision, 
^d  said  company  shall  comply  with  this  provision  within  the  time  thus  fixed. 

"(4)  On  and  after  December  1,  1913.  in  the  Thirty-first  Ward  of  the 
Borough  of  Brooklyn,  the  maximum  pressure  of  gas  as  measured  at  ihe 
consumer's  end  of  the  company's  senice  pipe  to  any  consumer,  shall  not 
exceed  mx  inches  (6")  water  column  on  two  (2)  consecutive  days,  unless 
the  consumer,  or  consumers,  supplied  from  such  service  pipe  have  made  a 
specific  request  in  writing  for  pressure  of,  or  in  excess  of  six  inches  (6") 
water  column.  This  provision  shall  not  be  construed  as  imposing  any  ob- 
ligation on  the  company  to  furnish  gas  at  a  pressure  of  six  inches  (6") 
water  column  or  more. 

"(S)  On  and  after  December  I.  1913,  in  the  Thirty-first  Ward  of  the 
Borough  of  Brooklyn,  the  maximum  daily  pressure  variation  (independent 
of  momentary  and  pulsating  variations  of  pressure)  as  measured  at  the  con- 
sumer's end  of  the  company's  service  pipe  to  any  consumer,  shall  not  exceed 
three  inches  (3")  water  column  on  two  (2)  consecutive  days.  On  and 
after  December  I,  1914,  such  maximum  daily  pressure  variation  shall  not 
exceed  two  and  one-half  inches  (,214")  water  column  on  two  (2)  consecu- 
tive days.  On  and  after  December  1,  1915,  such  maximum  daily  pressure 
variation  shall  not  exceed  two  inches  (2")  water  column  on  two  (2)  con- 
secutive days. 

"(6)  On  and  after  September  1,  1913,  in  the  Thirty-first  Ward  of  the 
Borough  of  Brooklyn,  the  maximum  momentary  pressure  variation  (de- 
fined as  a  sudden  increase  or  decrease  of  pressure,  practically  instantaneous 
and  not  recurring  with  regular  periodicity  or  frequency,  nor  necessarily 
with  the  same  amplitude)  at  the  consumer's  end  of  the  company's  service 
pipe  to  any  consumer,  shall  not  exceed  a  total  range  of  eight-tenths  inches 
(8/10")   water  column  on  two    (2)   consecutive  days. 
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"(7)  On  and  after  November  1,  1913,  io  the  Thirty-first  Ward  of  the 
Borough  of  Brooklyn,  the  maximum  puUating  pressure  variatioa  (defined 
>■  a  sudden  increase  or  decrease  of  pressure  of  short  duratioa,  praclkalljr 
instantaneous  and  recurring  with  regular  periodicity  or  frequency,  and  us- 
ually with  approximately  the  same  amplitude)  at  the  consumer's  end  of  the 
company's  service  pipe  to  any  consumer,  shall  not  exceed  a  total  range  of 
eight-tenths  inches  (8/10")  water  column  on  two  1.2)  consecutive  days.  On 
and  after  May  1,  1914,  such  maximum  pulsating  pressure  variation  shall  not 
exceed  a  total  range  of  five-tenths  inches  (5/10")  water  column  on  two  (2) 
consecutive  days. 

"(8)  This  Order  shall  take  effect  immediately  except  as  herein  provided, 
and  shall  remain  in  force  until  modihed  or  abrogated  by  further  order  of 
the  Commission. 

"(9)  Each  of  the  companies  below  named  shall  notify  the  Public  Service 
Commission  for  the  first  District,  within  ten  days  after  service  of  thii 
Order  upon  them,  whether  the  terms  of  this  Order  are  accepted  and  will  be 
obeyed." 

No  Opinion  was  filed  in  connection  with  the  entrj  of  the 
Order  of  Jnly  8,  1913,  in  Case  No.  1577,  relative  to  gaa- 
pressnre  regulations  for  the  Thirty-first  Ward.'  The  Opinion 
adopted  on  the  same  day,  in  Case  No.  1651,  fixing  the  price 
of  gas  within  that  ward,  did  not  deal  with  the  snbject  of 
gas-presaure  r^ulations. 

For  the  Opinion  adopted  and  the  Orders  entered,  in  Cases 
Nos.  1577  and  1579,  on  January  24,  1913,  relative  to  gas- 
pressure  regulations  for  all  of  the  Boroughs  of  Brooldyn 
and  Queens  except  the  Thirty-first  Ward  of  Brooklyn,  see, 
Re  Qas  Pressure  in  Brooklyn  and  Queens,  4  P,  S.  C.  B.  [Ist 
Dist.  N.  Y.]  19.  The  Thirty-first  Ward  was  in  terms  ex- 
empted from  the  provisions  of  ttie  Order  and  Opinion  in 
Caae  No.  1577,  by  reason  of  special  conditions  referred  to  iu 
the  Opinion. 

For  the  Opinion  adopted  and  Order  entered,  in  Case  No. 
1480,  on  June  21,  1912,  relative  to  gas-pressure  regulations 
for  the  Borough  of  Manhattan,  see,  Re  Oas  Pressure  in  3/o«- 
hattav,  3  P.  S.  C.  B.  [Ist  Dist.  N.  Y.]  295. 

For  the  Opinion  adopted  and  the  Orders  entered,  in  Cases 
Nos.  1578  and  1580,  on  December  17,  1912,  relative  to  gas- 
pressure  regulations  for  the  Boroughs  of  The  Bronx  and 
Richmond,  see,  Re  Gas  Pressure  in  The  Bronx  and  Richmond. 
3  P.  S.  C.  R.  [1st  Dist.  N.  Y.]  4fi6. 

The  further  facts  as  to  the  proceedings  in  Case  No.  IfKl 
appear  in  the  Opinion  adopted  in  that  case. 

'"   '  ■■■■"■■■  " tS'^ 
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Appbabances  : 

Henry  H.  Whitman,  and  Arthur  Duliois,  for  the  Commis- 
sion. 

Ashley  T,  Cole,  Jr.,  for  the  Kings  County  Lighting  Com- 
pany (Caae  No.  1577). 

Clayton  E.  Pratt  and  G.  H.  Woodhall,  for  the  Brooklyn 
Borough  Gas  Company. 

J.  Philip  Munch  and  Jesse  C.  Larrimer,  for  the  Gravesend 
Board  of  Trade. 

Joseph  8.  Byrne,  for  the  Good  Government  Association. 

William  S.  Pickard,  John  S.  Bennett  and  J.  C.  Locke,  for 
the  Highlawn  Citizens'  Association. 

C.  N.  Severn,  for  the  Harmon  Club. 

David  E.  Oppenheimer  and  Albert  Seligman,  stockholdera 
of  the  Brooklyn  Borough  Gas  Company. 

Henry  Ward  Beer,  for  the  Kingston  and  Parkville  Im- 
provement League, 

Maltbib,  Commissioner:  In  October,  1910,  complaint  was 
made  to  the  Commission  that  the  rates  charged  for  gas  by 
the  Brooklyn  Borough  Gas  Company  in  the  Thirty-first  Ward 
of  Brooklyn  were  "excessive  and  unreasonable."  Before  the 
date  fixed  for  the  hearing  upon  this  complaint,  the  company 
proposed  to  leave  the  question  of  a  proper  rate  to  the  Cora- 
mission,  stating  in  a  letter  dated  November  19,  1910 : 

"This  Company  is  perfectly  willing  to  submit  this  matter  entirely  to 
the  Commission  and  abide  by  its  decision.  When  the  Commission  shall  have 
decided  what  the  maximum  rate  for  gas  shall  be,  we  will  put  it  into  effect 
promptly  and  use  every  effort  to  make  it  successful  to  the  Company  as  well 
as  to  the  consumers.  If,  however,  experience  shall  show  that  such  rate 
will  not  allow  a  fair  return  to  the  company  in  our  opinion,  we  wish  to  re- 
serve the  privilege  to  initiate  such  proceedings  as  may  be  necessary  to  je- 
sure  a  modification  of  the  rate  after  a  trial  of  a  year  or  more.  We  will 
hold  ourselves  in  readiness  to  have  an  examination  made  whenever  it  is 
t  for  the  Commission  to  order  it." 


Following  the  precedent  in  the  case  affecting  the  Queens 
Borough  Gas  and  Electric  Company,  where  the  company 
made  a  similar  offer,  the  Commission  decided  to  adjourn  the 
formal  hearings,  and  informal  hearings  were  instituted. 
After  a  careful  investigation  of  the  entire  situation,  the  Com- 
mission made  the  following  finding,  upon  August  18,  1911 
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Re  Baits  v.  Brooklyn  Borough  Gas  Company,  2  P.  8.  C.  B. 
[l8t  Dist.  N.  Y.]  620,  641)  : 

"It  is  the  opinion  of  the  CommiGsion  that  Ikt  facts  do  not  at  frtsent  tBor- 
ranl  tlig  issiianre  of  an  Order  reducing  the  maximum  prict  of  got  beloTe 
$1.00.  The  company  is  operating  in  a  sparsely  settled  area.  The  business 
in  Coney  Island  is  uncertain  and  fluctuating.  But  conditions  are  improving 
steadily  and,  if  the  results  for  1911  should  be  mucli  more  favorable  to  the 
company  than  anticipated,  it  is  probable  that  within  the  near  future  the 
improved  conditions  trill  warrant  a  reduction  in  rates." 

The  complaint  was  thereupon  dismissed  without  prejudice 
to  a  reopening  of  the  matter  either  upon  complaint  or  upou 
order  of  the  Commission. 

Present  Pboceedinq. 

At  the  request  of  a  number  of  consumers,  the  Commissiou 
adopted,  upon  March  14,  1913,  an  Order  instituting  proceed- 
ings to  determine  whether  the  present  rates  are  unreasoQable, 
and  whether  conditions  have  so  changed  since  1911  that  a  re- 
duction in  rates  could  reasonably  be  required.  At  the  first 
hearing,  Mr,  Piatt,  Treasurer  of  the  Brooklyn  Borough  Gas 
Company,  stated  that  the  company  was  willing  to  take  the 
position  that  it  occupied  in  1910-11,  that  it  would  open  al) 
of  its  books  and  records  for  examination  by  the  Commission ; 
that  it  would  facilitate  a  thorou^rh  and  immediate  investiga- 
tion of  the  whole  question,  and  that  it  would  accept  what- 
ever ruling  the  Commission  might  make  for  at  least  one  year 
from  the  date  of  such  ruling.  Following  previous  practice, 
the  formal  proceeding  was  then  adjoume4l.  The  whole  mat- 
ter has  been  thoroughly  examined  and  investigated  by  the 
engineers,  accountants  and  statisticians  of  the  Commissimi, 
and  full  opportunity  has  been  given  to  the  company  and  tn 
the  consumers  to  appear  and  state  their  position  at  informal 
hearings. 

Financial  Resume. 

In  the  Opinion  rendered  upon  the  previous  application, 
the  corporate  and  financial  history  of  the  Brooklyn  Bor- 
ough Oas  Company  was  fully  set  forth.    It  is  unnecessary  to 
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repeat  it  here.  Those  who  are  interested  may  refer  to  Vol. 
2,  page  620,  of  the  Reports  of  [Decisions  of]  the  Pablic  Serv- 
ice Commission,  to  which  reference  has  already  been  made. 
Only  the  essential  features  will  be  restated. 

When  the  present  company  was  organized  (1898),  it  is- 
sued capital  stock  ($500,000)  and  bonds  ($240,000)  as  con- 
sideration for  plant  and  property  which  appeared  in  the 
trial  balance  of  its  predecessor  a  few  months  before  at  about 
1300,000.  This  company  had  succeeded  (1882)  to  the  prop- 
erty of  an  earlier  company  which  bad  been  sold  to  the  then 
vendor  for  $50,000  accdrding  to  the  deed  of  sale.  If  the 
trial  balance  was  correct,  there  was  an  overcapitalization  in 
1808  of  about  $450,000;  but  as  the  books  of  the  predecessor 
companies  cannot  be  found,  it  is  impossible  to  say  to  what 
extent  the  entries  of  1897  and  1898  represented  actual  prop- 
erty at  cost  or  value.  The  oi>ening  entry  in  the  books  of 
the  present  company  lumps  all  assets  under  the  heading, 
"Real  Estate,  Plant  and  Machinery,"  and  was  merely  an 
amount  to  balance  the  securities  issued. 

The  additions  to  the  property  during  the  life  of  the  pres- 
ent company  are  shown  by  a  comparison  of  the  balance  sheets 
of  April  1,  1898,  and  of  December  31,  1912: 

AsMti  Apr.  1,  1898  Dec.  31,  1912  Increase 

Real    estate,     plant     and     ma-    "^  C  ") 

chinery    (fixed   capital) [$?»,97a.61  J  ?1. 753,245.84    Ul,061,5?2.46 

Materials   and    supplies )  '  (       45,305.23    ) 

Current  assets  (including  pre- 
payments)       3.021.39  36,573.09  33,551 .70 

Unamortized  debt  discount 55,290.01  55,290.01  " 

Toul    $740,000.00       $1,890,414.17        51,150,414.17 

Liabilities 

Capital  stock  $500,000.00  $500,000.00        

Funded  debt    240,000.00  1.000.000.00  7(50.00n.Cf 

Purchase   money   mortgage 15,050.00  15,050,00 

Demand  notes  5,000.00  5,000.00 

Other  unfunded  debt 97.444.34  97,444.34 

Depredation   reserve    92,070.91  92,07091 

Surplus    180.848.92  180,84892 

Total    $740,000.00       $1,890,414.17       $1,150,414.17 
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If  the  company  acquired  property  in  1S98  which  had  an 
actual  original  cost  of  f300,000,  and  if  all  of  the  subseqoent 
charges  to  fixed  capital,  and  materials  and  supplies  have 
been  for  additions  and  betterments  only,  all  property  with- 
drawn from  use  having  been  properly  deducted  from  capi- 
tal, it  follows  inevitably  that  the  total  originai  investment 
in  existing  property  is  not  over  $l^GOfiOO.  The  company 
cannot  properly  claim  a  larger  figure,  for  it  is  based  on 
their  own  records  and  includes  everything  charged  to  capital. 

But  if  the  item  of  |300,000  in  the  trial  balance  of  1897 
was  excessive,  or  if  any  withdrawals  have  not  been  properly 
act^ounted  for  since,  the  figure  of  fl,360,000  is  too  larse. 
This  seems  probable,  for  additions  and  betterments  have  been 
charged  at  their  full  coBi  to  construction,  and  nothing  has 
been  written  off  for  depreciation  in  any  form  prior  to  Jan- 
uary 1,  1909.  If  we  subtract  the  depreciation  accrued  to 
December  31, 1912,  and  the  old  station  which  is  now  of  little 
use,  and,  if  we  add  the  company's  estimate  of  the  appreciation 
of  land,  the  amoitnt  vxtuld  be  considerably  less  than  $1JOO.- 
000. 

Since  1898,  according  to  the  company's  hooka,  fixed  capital 
and  materials  and  supplies  have  increased  $1,061,572,  Of 
this  amount,  the  sum  of  $272,920  has  come  from  operating 
receipts,  and  the  remainder  from  increase  in  funded  and  un- 
funded debt.  As  the  amount  taken  from  earnings  is  lew 
than  the  accrued  depreciation,  it  is  apparent  that  the  origi- 
nal overcapitalization  has  not  been  wiped  out.  No  reserve 
was  carried  for  depreciation  prior  to  January  1,  1909,  when 
the  new  system  of  accounts  established  by  the  Commission 
went  into  effect. 

Appraisal  of  Physical  Pbopbbtt. 

On  the  previous  application,  it  was  not  necessary  to  de- 
termine accurately  the  fair  amount  upon  which  the  com- 
pany was  entitled  to  a  fair  return,  for  it  was  found  that 
upon  a  "minimum  value"  the  company  would  not  earn  a 
return,  at  the  general  rate  of  $1.00  per  thousand  cubic  feet 
{the  rate  against  which  complaint  was  made),  in  excess  of 
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a  fair  rate;  consequently,  no  reduction  could  be  ordered, 
and  it  was  unnecessary  to  determine  to  what  extent  fair 
value  exceeded  minimum  value.  Since  December  31,  1910, 
conditions  have  changed,  and  this  case  cannot  properly  be 
decided  without  a  finding  as  to  the  fair  amount  upon  which 
a  return  must  be  computed.  To  this  end,  it  ia  advisable, 
particularly  in  view  of  the  nature  of  the  evidence  as  to  the 
actual  amount  of  the  unimpaired  investment,  to  consider  an 
appraisal  of  the  property. 

The  data  collected  by  the  Transportation  Department  of 
the  Commission  under  the  direction  of  Mr.  Connette  and 
used  in  connection  with  the  prior  application  have  been  re- 
canvassed,  brought  down  to  December  31,  1912,  and  made 
complete  and  accurate,  so  far  as  possible,  hy  Mr.  Hine  and 
Mr.  Wilder  of  the  engineering  staff  of  the  Commission,  With 
one  exception,  to  which  reference  will  he  made,  their  ap- 
praisals have  been  accepted  throughout  by  the  Engineer  of 
the  company.  The  property  will  be  considered  in  three  divi- 
sions: (1)  The  new  plant  and  equipment;  (2)  the  old  works 
— plant  No.  1;  and  (3)  land. 

"Metrf  Plant  and  Equipment. — The  data  regarding  the  first 
division  will  be  found  in  Table  I.  In  the  main,  the  table  is 
self-explanatory,  and  a  few  comments  will  sufflce.  The  fig- 
ures in  column  2  represent  the  cost  of  labor  and  materials. 
The  unit  prices  have  been  fixed  after  an  examination  of  the 
records  of  the  company  and  comparison  with  prices  of  well- 
tnown  manufacturers  and  contractors  for  the  past  five  years. 
They  cover  profits  of  sub-contractors  and  allowances  for  en- 
gineering, supervision,  etc.,  ordinarily  included  by  sub-con- 
tractors  in  their  charges.  The  inventory  was  prepared  with 
the  assistance  and  to  the  satisfaction  of  the  company's  en- 
gineeT. 

Column  3  covers  general  engineerini;,  supervision,  admin- 
istration, contingencies,  incidentals,  and  a  general  con- 
tractor's profit  where  customary  and  necessary.  These  fig- 
nres  added  to  net  cost  give  the  estimated  cost  to  reproduce 
the  existing  plant  in  a  new  condition.  Tt  should  be  said, 
however,  that  the  estimates  have  not  been  made  upon  the 
assumption  that  the  plant  would  he  built  at  one  time  as  a 
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complete  system.  To  a  consMeraMe  extent,  the  estimates 
allow  for  piecemeal  constructioo,  and  tbe  total  cost  would 
be  less  than  f  1,175,000,  if  a  single  contract  were  let  for  tJie 
construction  of  the  entire  property.  Consequently,  if  viewat 
alone  from  the  standpoint  of  cost  to  reproduce  the  property, 
this  estimate  is  doubtless  ample. 

The  only  item  which  has  not  been  accepted  by  the  com- 
pany's engineer  is  the  estimate  for  reproduction  cost  of  trunk 
lines  and  mains,  and  the  other  estimates  based  thereon.  The 
company  has  asked  that  the  reproduction  cost  be  increased 
by  nearly  }30,000,  which  would  increase  present  value  about 
f24,000.  I  have  gone  over  the  matter  several  times  with  tbe 
company's  representatives  and  our  own  engineers.  The  lat- 
ter insist  that  the  estimates  in  Table  I  are  liberal,  aud  the 
arguments  of  the  company's  engineer  do  not  convince  me 
that  the  estimates  of  our  staff  are  erroneous. 

Column  11  gives  the  estimated  life  for  each  of  the  varions 
classes  of  property.  In  nearly  every  instance,  each  class  is 
made  up  of  a  number  of  items,  each  being  given  separatelv 
an  estimated  life.  These  various  units  are  then  combined 
into  groups  and  the  proper  weighted  averages  obtained. 
Here,  again,  tbe  engineers  seem  to  have  been  liberal  with 
the  company,  as  the  estimated  periods  of  usefulness  are  cer- 
tainly long  enough,  and  perhaps  too  long,  when  one  consid- 
ers that  proi>erty  is  often  withdrawn  from  use  before  it  is 
worn  out.  Inadequacy  and  obsolescence  are  often  more  im- 
portant factors  than  wear  in  causing  replacement.  For  ex- 
ample, a  small  main  is  often  laid  because  consumption  doe" 
not  justify  the  construction  of  a  larger  one.  But,  before 
the  pipe  has  worn  out,  it  is  often  removed  and  replaced  by 
a  large  main  because  of  increase  in  population  and  the  larger 
consumption  resulting  therefrom. 
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Column  10  gives  the  weighted  average  age  for  each  class, 
according  to  the  recorda  of  the  company. 

Column  5  contains  the  estimated  scrap  value  of  the  prop- 
erty when  removed  from  service.  Deducting  these  amounu 
from  reproduction  cost,  one  ohtains  what  is  called  "serv- 
ice value,"  this  being  the  amount  which  the  company  ntil- 
izes  during  the  life  of  the  property  for  the  benefit  of  its 
consumere. 

Combining  the  data  given  in  columns  6,  10  and  11,  it  is  a 
simple  matter  to  determine  accrued  depreciation,  for  it  is 
ohtained  by  computing  the  ratio  of  service  value  which  age 
in  years,  or  expired  life,  bears  to  the  total  life  of  each  class 
of  property.  For  example,  if  a  holder  costing  flOO,000  has 
been  in  use  ten  years  and  its  estimated  life  is  fifty  years, 
the  accrued  depreciation  is  $20,000,  or  one-fifth  of  its  cost 

Deducting  accrued  depreciation  from  reproduction  cost, 
the  engineers  obtain  "present  value,"  and  the  figures  for  the 
various  classes  of  property  are  shown  in  column  8. 

The  amounts  given  in  column  7,  accrued  depreciations, 
are  obtained  by  dividing  service  value  by  the  life  of  each 
class  of  property,  or  accrued  depreciation  by  present  age. 
This  subject  will  be  further  discussed,  hut  it  may  be  pointed 
out  here  that,  if  the  periods  in  column  11  are  too  long, 
present  value  as  computed  by  the  engineers  is  too  high,  fw 
the  shorter  the  estimated  life  of  a  unit,  the  less  will  be  itn 
present  value,  the  ratio  of  remaining  life  to  total  life  beinp 
less.  As  the  data  used  to  determine  present  value  will  also 
be  considered  in  fixing  annual  depreciation,  it  is  apparent 
that,  if  the  engineers  have  overestimated  the  probable  life 
of  any  property,  and  thus  fixed  its  present  value  too  high, 
they  have  underestimated  annual  depreciation. 

According  to  the  totals  of  Table  I,  the  engineers  of  tie 
Commission  estimate  that  the  reproduction  cost  of  the  new 
plant  and  equipment  (exclusive  of  the  old  works  and  landl 
w(mld  he  f  1,175,000  in  round  figures,  the  accrued  deprecia- 
tion |20,?,000,  and  the  present  value — cost  less  accrued  de- 
preciation—$972,000. 

Rtrert  Pavinf/. — Since  the  former  appraisal  was  made  in 
1911,  records  have  been  kept  of  the  exact  cost  of  paving  re- 
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moved  and  restored;  bnt,  for  the  period  prior  to  1911,  tlie 
records  of  the  company  do  not  show  the  character  of  the 
paving  which  existed  at  the  time  the  mains  and  services  were 
laid  or  the  cost  which  the  company  necessarily  incurred  in 
the  way  of  replacing  such  pavement.  It  is  known,  however, 
that  the  present  paving  in  the  Thirty-first  Ward  has  been 
very  largely  laid  within  the  last  few  years,  and  that  when 
most  of  the  distribution  system  was  constructed,  the  streets 
were  not  paved  at  all,  poorly  paved  or  were  paved  with  an 
inexpensive  pavement  We  assume  that  the  company  is 
not  entitled  to  collect  from  gas  consnmers  a  rate  which  will 
yield  a  fair  retnrn  npon  paving  which  the  city  has  placed 
over  its  mains  and  services  and  for  which  the  company  has 
not  expended  directly  or  indirectly  a  single  dollar.  In  other 
words,  the  company  is  not  entitled  to  a  larger  return  simply 
because  the  city  authorities  have  improved  the  street  pav- 
ing. The  cost  of  such  paving  has  been  paid  once  by  tax- 
payers or  property  owners,  and  it  is  not  to  be  presumed  that 
the  gas  consnmers  are  to  pay  the  company  a  return  upon 
what  the  company  does  not  own,  what  it  has  never  paid  for, 
and  what  has  been  paid  for  by  other  persons. 

Table  I  includes  the  actual  cost  of  paving  over  all  mains 
and  services  laid  since  April  15,  1911,  and  estimates  for  the 
period  prior  to  that  date  upon  the  assumptinn  that  the  ex- 
isting paving  was  in  place  when  the  mains  and  services  were 
originally  laid.  This  assumption  is  known  to  be  erroneons, 
but,  owing  to  the  lack  of  proper  records  in  the  oflBces  of  the 
company,  it  is  impossible  to  determine  with  absolute  accu- 
racy what  amount  should  be  deducted  from  the  figures  in 
Table  I  in  order  to  eliminate  paving  laid  since  the  constmr- 
tion  of  the  distribntion  system.  The  estimates  for  all  paving 
prior  to  April  15,  1911,  with  depreciation  and  present  value 
to  December  31,  1912  are  as  follows: 
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KumciPAL  smrr- 

WAIMS 

GAS   SEBTICES 

LIGHTING  nXTDBI 

Net  cost 

$55,039. 

?17.321. 

?1.143. 

Percentage  additions 

8,256. 

..... 

Reproduction   cost 

63.295. 

17i21. 

1.143. 

Accrued  depreciation 

17,806. 

4,355. 

218. 

Present  value 

45,489. 

12,966. 

925. 

Annual  depreciation 

1,286. 

723. 

46. 

Age  years 

13.9 

6. 

4.7S 

Life  years 

492 

24. 

25.1 

In  our  opinion,  the  company  will  not  be  nnfairly  treated 
if  there  be  Included  in  fair  Talne  the  paving  over  all  street- 
lamp  servicer,  one-half  of  the  other  services  and  one-third  of 
the  mains.  Upon  this  basis  the  figures  for  the  variona  divi- 
sions and  subdivisions  would  be  as  follows — ^with  deprecia- 
tion and  present  value  computed  to  December  31,  1912: 


Reproduction  cost 

$21,098. 

$8,660. 

$1,143. 

Accrued  depreciation 

5,935. 

2,178. 

218. 

Present  value 

15,163. 

6.482. 

92S. 

Annual  depreciation 

429. 

361. 

46. 

Age  years 

13.9 

6.0 

4.7S 

Life  years 

49.2 

24.0 

25.1 

Substituting  the  latter  estimates  for  the  former,  the  total^ 
in  Table  I  become: 

Reproduction  cost  $1,124,043 

Scrap  value  3.262 

Service  value  L120i78I 

Accrued  depreciation  189.159 

Present  value  934.884 

Annual  depreciation  32.368 

Old  Works. — The  Brooklyn  Borough  Gas  Company  out*" 
two  generating  stations.  One  is  old  and  little  used,  and  t1)p 
company  intends  to  dismantle  it,  sell  the  land  sffid  ose  iht 
new  plant  as  the  sole  generating  station.  This  new  plant  if 
modern,  furnishes  gas  for  the  whole  area  of  supply,  contain.* 
room  for  additional  plant  as  consumption  increases.  an<I 
was  conRtnicted  to  take  the  place  of  the  old  plant.  The  oM 
plant  should  have  been  withdrawn  from  capital  account  « 
Hie  time  of  such  substitution,  and  its  cost  less  receipts  fron 
the  sale  of  land  and  structares  charged  against  the  depn^ 
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ciatioD  fond.  Bat  this  waa  not  done,  and  we  must  consider 
what  allowance  should  now  be  made  for  this  old  plant. 

No  use  whatever  is  being  made  of  the  engines,  furnacesj 
boilers,  water-gas  sets,  porification  apparatus,  miscellaneous 
power-plant  equipment  and  accessory  equipment  The  com- 
pany's engineer  estimates  that  70  per  cent,  of  the  works  and 
station  structures  are  being  used  advantageously.  Mr.  Hine 
says  50  per  cent.,  as  they  are  not  used  for  the  purposes  for 
which  they  were  constructed.  The  engineers  agree  as  to  the 
extent  of  the  partial  use  to  which  the  other  property  is  being 
pat   . 

Taking  these  facts  into  consideration,  and  particularly 
the  expressed  intention  of  the  company  to  scrap  this  property 
at  the  earliest  possible  moment,  920,000  is  considered  a  fair 
allowance  for  the  value  of  property  (exclusive  of  land) 
upon  December  31,  1912,  which  would  serve  the  company 
as  well  as  the  old  plant  and  possibly  better. 

Land. — The  company  owns  two  parcels  of  land — one  upon 
which  the  old  station  is  located  at  West  5th  street,  the  other 
upon  which  the  new  plant  has  been  built  at  West  12th  street. 
The  former  is  to  be  abandoned,  and  the  land  is  to  be  sold. 
The  new  site  is  apparently  adequate  for  the  future  needs 
of  the  company.  A  considerable  portion  is  unused  as  yet 
for  gas  purposes,  and  a  part  is  occupied  by  cottages  from 
which  the  company  derives  rental. 

The  original  cost  of  both  parcels  was  approximately  f60,- 
000,  the  new  site  acquired  in  1906  having  cost  about  |49,000. 
The  value  of  both  parcels  upon  December  31,  1910,  waa 
estimated  to  be  f98,500,  and  this  figure  was  accepted  by  the 
company's  representatives.  The  company  now  asks  that  it 
be  allowed  a  10  per  cent,  increase  for  the  two  years  from 
1910  to  1912. 

In  the  Opinion  of  the  Commission  in  the  former  proceed- 
ing, it  was  said  (2  P.  S.  C.  B.  [Ist  Dlst.  N.  T.]  635-7) : 

"Several  questions  arise  in  connection  with  this  load  and  the  amount 
to  be  assigned  to  land  in  the  'fair  value'  of  the  property.  If  only  a  por- 
tion is  necesaary  for  the  operation  of  a  gas  plant  in  the  31st  Ward,  should 
the  consumers  be  required  to  pay  a  rate  which  will  yield  a  fair  return 
upon  the  land  not  needed  to  serve  them?  If  the  principle  is  adopted  that 
consumers  roust  carry  land  not  actually  and  necessarily  devoted  to  the  pur- 
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poaei  of  the  undertaking,  will  it  Dot  encourage  a  ujiituratton  to  purcEiase 
considerable  tracts  of  land,  to  foist  interest,  taxes  and  other  carrying  charget 
upon  the  consumers  and  to  reap  for  itself  the  gain  which  contes  from  Um 
increase  in  value?  Upon  the  other  hand,  if  a  company  is  to  be  sUictJy 
limited  to  such  land  as  it  may  be  fully  using  to  the  greatest  advantage  at 
the  moment  a  rate  case  is  brought,  may  not  such  a  policy  seriously  handi- 
cap the  future  development  of  the  undertaking? 

"Two  methods  of  dealing  with  these  problems  may  be  suggested.  One 
involves  the  appraisal  of  such  land  as  is  actually  and  necessarily  used  at 
the  present  time,  leaving  the  company  free  to  carry  additional  land  or  to 
inake  no  such  provision.  If  this  were  done,  it  would  follow  that  if  the  com- 
pany did  purchase  land  that  was  not  needed  at  the  moment,  any  pto&t 
or  loss  which  would  come  from  such  procedure  would  be  a  factor  not 
to  be  considered  in  a  rate  case.  The  company  would  be  entitled,  however, 
to  earn  a  fair  return  from  some  source  upon  the  fair  value  of  the  bud 
actually  and  necessarily  used. 

"The  other  method  requires  the  appraisal  oi  all  land  whether  used  for 
gas  purposes,  held  in  reserve  or  purchased  for  other  reasons.  If  this  pbn 
were  followed,  the  income  from  all  land,  whether  from  the  sale  of  gas, 
from  rentals  or  from  the  increase  in  value  from  year  to  year,  would  be  a 
part  of  the  income  of  the  company  and  considered  in  determining  the  rate 
to  be  charged  for  gas. 

"Prudent  management  may  require  that  land  shall  be  purchased  in  ad- 
vance of  actual  needs,  for  it  may  clearly  be  impossible  to  secure  adjacent 
property  just  as  it  is  needed  at  reasonable  terms.  Upon  the  other  hand. 
it  would  not  be  wise  for  the  Commission  to  adopt  the  policy  that  a  com- 
pany may  speculate  in  land  ad  infiniltitn  and  call  upon  the  gas  consumers 
to  pay  its  losses.  Even  if  they  were  to  share  in  the  profits,  it  would  be 
unwise,  for  the  purpose  of  a  gas  corporation  is  not  speculation  in  land,  but 
to  supply  gas  to  consumers.  The  distribution  of  gas  is  a  quasi-public  func- 
tion, and  for  this  reason  gas  corporations  have  been  given  unusual  powers. 
Speculation  in  land  is  not  such  a  function.  But  if  a  company  does  acquire 
more  tlian  is  immediately  necessary,  and  if  such  acquisition  is  reasonable 
and  wise,  the  consumers  who.  under  such  drcurastances,  must  carry  the 
burden,  should  also  share  whatever  gains  may  accrue  from  such  owner- 
ship. It  is  the  opinion  of  the  Commission  that  a  company  should  be  al- 
lowed reasonable  latitude,  that  it  should  not  be  penalized  for  purchasing 
land  somewhat  in  advance  of  its  needs  and  that  the  resulting  revenue  or 
profit,  being  a  necessary  adjunct  of  the  distribution  of  gas,  just  as  tbc 
property  itself  is  a  part  of  the  gas  property,  shall  be  considered  part  of  the 
income  of  the  company.  Other  phases  of  this  subject  were  discussed  in  the 
opinion  in  the  Queens  Borough  case  above  referred  to  and  need  not  be 
repeated  here. 

"Applying  these  principles  to  the  case  in  hand,  the  entire  amotmt  of 
land  owned  by  this  company  should  not  be  included  among  the  property 
upon  which  the  company  is  entitled  to  a  fair  return  from  the  sale  of  ga* 
The  company  owns  more  land  than  it  needs  and  it  intends  to  sell  one  parceL 
Possibly  the  other  is  larger  than  anticipated  needs  justify.  However,  if  all 
land  be  included  in  'fair  value'  and  all  rentals  and  increase  in  value  there- 
from be  placed  in  the  income  account,  the  result  in  this  case  wiU  not  be 
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materially  different  from  that  obtained  from  the  application  of  the  above 
principles.  Tn  view  of  this  fact  and  the  fact  that  the  latter  method  does 
not  present  so  many  complications,  it  has  been  followed  in  thig  case,  bnt 
it  may  not  be  considered  as  fixing  a  precedent  to  be  followed  is  other  cases." 

Adopting  the  same  course  in  this  proceeding,  the  pres- 
ent value  of  both  parcels  of  land  will  be  considered  as  |107,- 
500  on  December  31,  1912.  It  follows  that  the  annual  in- 
crease for  the  last  two  years  was  $4,500. 

Pbeliminabt  and  Dbvblopmbnt. 

In  the  estimates  of  reproduction  cost,  present  value,  etc., 
the  engineers  have  included  amounts  to  represent  engineer- 
ing, administration,  supervision,  contingencies,  incidentals, 
incomplete  inventories,  etc.  But  there  are  certain  expenses 
connected  with  every  undertaking  which  are  not  represented 
by  physical  property,  but  which  must  be  incurred  in  order 
that  the  plant  may  become  an  operating  unit — a  going  con- 
cern. These  relate  to  the  initial  promotion  of  the  scheme, 
the  organization  of  the  company,  and  the  securing  of  fran- 
chises and  permits.  Interest  and  taxes  during  the  period 
of  construction  must  be  paid,  and  as  there  are  no  earnings 
they  are  ordinarily  included  as  a  part  of  the  cost  of  the 
undertaking.  There  are  also  other  expenses  connected  with 
the  experimental  or  trial-  operation  of  machinery  and  the 
adjustment  of  the  various  parts.  Ordinarily,  one  would  ex- 
pect that  tbe  company  itself  would  have  data  upon  which  to 
base  an  estimate  of  a  reasonable  allowance  for  these  items ; 
bnt  the  company  has  produced  no  records  to  show  what  was 
actually  spent,  and  it  is  not  to  be  expected  that,  in  the  ab- 
sence of  records  of  actual  cost,  the  Commission  will  adopt 
a  figure  that  seems  large  or  unreasonable. 

Following  tbe  principles  adopted  in  other  cases,  it  is  our 
opinion  that  the  sum  of  |180,000  is  sufficient  to  cover  all  pre- 
liminary and  development  expenses,  including  interest  and 
taxes  during  construction. 

WoBKiNQ  Capital. 

According  to  the  report  of  the  Brooklyn  Borough  (Jas 
Company  for  1912,  it  spent  during  the  year  for  operating 
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expenses  aod  taxes  |138,503.o4,  excluding  charges  for  depre- 
ciation and  for  bad  debts.  The  average  per  month  was  ]eS6 
than  fl2,000.  However,  in  the  two  largest  months,  Jniy 
and  Angust,  these  expenditures  averaged  approximate!; 
116,000. 

According  to  the  balance  sheet  of  December  31,  1912.  the 
company  bad  materials  and  supplies  on  band  which  cost  |4o,- 
305.23.  Of  this  amount,  gas-making  materials  amounted  to 
about  (22,000,  gas  merchandise  to  about  |13,000,  and  the  re- 
mainder consisted  of  materials  and  supplies  for  repairs  and 
extensions  of  mains  and  services.  Possibly  a  balance  sheet  for 
Jnly  or  August  would  show  a  larger  amount. 

City  bills  are  not  a  serious  item  in  the  case  of  this  com- 
pany. The  total  sales  to  the  city  amounted  to  only  f  9,rio2.46 
for  1912.  The  average  amount  in  arrears  ia  stated  to  be 
about  |2,500. 

An  allowance  for  working  capital  to  the  amount  of  t^>' 
000  is  considered  adequate. 

Bbsumb. 

Upon  the  basis  of  the  engineers'  appraisal  of  the  physical 
property,  with  the  adjustments  and  additions  that  have  al- 
ready been  discussed,  the  revised  estimates  become: 


Reproduction  cost 
Depreciation 

$1,1H043 
189,1» 

Land— present  value 

?954,884 
107  JMO 

Present  value  of  physical  property 
Preliminary   and  development 
Working  capital 

$IJ)62,384 
180,000 
60,000 

Total  $1,302^84 

It  should  be  noted  (1)  that  this  amount  is  only  f  60,000  less 
than  the  maximum  which  the  company  could  possibly  claim 
as  the  total  original  investment,  and  (2)  that  it  exceeds  by 
over  1200,000  the  result  obtained  by  deducting  the  accrued 
depreciation  from  this  maximum  plus  the  appreciation  of 
land   (see  supra).     The  fair  valne  of  the  property  of  the 
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company  as  of  December  3t,  1912,  certainly  does  not  exceed 
$1,300,000. 

During  1913  and  1914,  the  companj  is  entitlwl  to  a  fair 
return  not  only  upon  the  fair  value  of  the  property  at  the 
beginning  of  the  year,  but  upon  the  fair  value  of  what  it  will 
have  in  operation  during  the  year.  The  population  of  the 
Thirty-flrst  Ward  is  growing,  and  additions  to  the  system 
must  be  made  from  time  to  time.  The  company  states  that 
during  1913  it  ought  to  make  expenditures  for  the  following 
purposes : 

Store  room  and  works  shop  $  8,000 

Kerr  turbine  2,200 

Salt-water  condenser  10.000 

Feeders  16,075 

Trunk  lines  and  mains  17,000 

Services  12,000 

Meters  10,000 

Total  $75,257 

During  1914  it  expects  to  add  a  storage  holder  costing 
fl25,000.  These  estimates  seem  reasonable  and  will  be  al- 
lowed. 

Adding  these  expenditiires  and  others  for  services,  meters 
and  mains  during  1914,  computing  the  depreciation  and  ap- 
preciation for  the  two  years  in  question,  and  averaging  the 
fair  value  at  the  beginning  and  end  of  each  year,  the  Com- 
mission finds  that  the  fair  value  of  the  property  upon  which 
the  company  is  entitled  to  a  fair  return  is  $1320,000  for 
1913  and  $1,400,000  for  1911 

Financial  Results  of  Opebation, 

In  order  to  determine  whether  the  company  is  making 
sufficient  profits  to  justify  a  reduction  in  rates,  it  is  neces- 
sary first  to  examine  the  returns  for  recent  years.  The  fol- 
lowing table  contains  the  most  important  data: 
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Estimated  Besults  for  1913  and  1914. 

The  years  191ii  and  1914  ought  to  show  continued  improve- 
ment, and  the  first  essential  factor  in  estimates  for  these 
two  years  is  the  probable  consumption.  In  1910,  the  amount 
of  gaa  sold  exceeded  sales  in  1909  by  over  20  per  cent. ;  1911 
exceeded  1910  by  13.5  per  cent. ;  and  1912  exceeded  1911  by 
12.5  per  cent  The  annual  increase  for  the  next  two  years 
will  probably  exceed  12  per  cent 

According  to  the  officials  of  the  company,  the  amount 
of  gas  unaccounted  for  during  the  current  year  will  probably 
be  reduced.  The  percentage  for  the  year  1912  was  14.26  per 
cent,  which  is  abnormal,  being  in  excess  of  the  rate  for  any 
recent  year.  In  part  it  was  due  to  a  change  in  the  com- 
pany's practice  of  reading  meters  and  in  part  to  the  local 
conditions  under  which  the  company  operates.  A  consider- 
able portion  of  its  area  is  sparsely  settled,  and  on  Coney 
Island,  particularly,  the  consumption  during  the  greater 
part  of  the  year  is  comparatively  small.  Mains  have  been 
built  through  districts  where  there  is  little  consumption  in 
order  to  reach  territory  where  there  is  considerable  demand. 
All  mains  must  be  kept  supplied  with  gas  throughout  the 
year,  and  the  condensation  is  necessarily  high  and  the  leak- 
age abnormal  when  compared  with  the  amount  sold.  It  is 
not  reasonable  to  expect  that  a  company  operating  under 
such  conditions  would  show  a  percentage  of  loss  as  low  as  a 
company  which  operates  in  a  populous  area  having  a  steady 
demand.  We  will  allow  about  12  per  cent,  for  loss  diiring 
1913  and  11  per  cent,  during  1914.  The  amount  used  by  the 
company  itself  will  be  taken  at  2,3((0,000  cu.  ft.  for  each  year. 

Operating  expenses  per  thousand  have  decreased  year  by 
year  in  recent  years.  The  manufacturing  cost  per  thousand 
made  was  31.29  cents  in  1909;  26.34  cents  in  1910;  21.41 
cents  in  1911;  and  21.26  cents  in  1912.  Were  it  not  for  one 
factor — cost  of  gas  oil — production  cost  would  probably  con- 
tinae  to  decrease.  It  will  certainly  not  increase  much  In 
1913,  for  the  company  will  receive  under  its  present  con- 
tract at  the  present  rate  a  sufficient  amount  of  oil  to  carry 
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it  through  1913  and  part  of  1914.  If  it  were  not  for  the  un- 
certainty as  to  the  rate  which  the  company  may  be  obliged 
to  pay  for  oil  during  part  of  1914,  the  cost  of  manuTactUTe 
could  be  very  closely  estimated;  it  would  probably  not  ex- 
ceed 22  cents  per  thousand  made. 

During  the  last  four  years,  1909  to  1912,  inclusive,  tiie 
distribution,  commercial  and  general  expenses,  omitting  de- 
preciation, taxes  and  uncollectible  bills,  have  averaged  less 
than  21  cents  per  thousand  cubic  feet  sold.  These  expenses 
ought  to  decrease  with  increased  consumption,  and  21  cents 
per  thousand  sold  for  the  coming  two  years  will  allow  for 
contingencies. 

The  total  taxes  paid  by  the  company  have  steadily  in- 
creased, although  the  amount  per  thousand  cubic  feet  sold 
has  decreased.  The  company  has  estimated  the  probable 
amount  for  1913  at  from  $15,500  to  fl6,000.  We  will  allow 
116,000  for  1913  and  |17,000  for  1914. 

An  estimate  of  $1,000  to  cover  uncollectible  bUls  aas  been 
asked  for  and  will  be  allowed. 

Depreciation  deserves  special  consideration,  for  prior  to 
January  1,  1909,  this  company  did  not  make  any  allowance 
for  this  item  beyond  the  amount  actually  spent  for  renewals 
from  year  to  year.  In  accordance  with  the  Order  of  the 
Commission  requiring  every  gas  company  to  maintain  a 
depreciation  fund,  the  Brooklyn  Borough  Gas  Company  be- 
gan, in  1909,  to  provide  for  the  amortization  of  capital,  and 
in  the  last  four  years  it  has  set  aside  over  and  above  all  ex- 
penses for  repairs  the  following  amounts : 


1909 
1910 
1911 
1912 

OPERATION 

$  4320.41 
7,032.73 
7.065.38 
9,440.79 

CHASGEO  TO 

SUBPLUS 

$19,331.48 
22.004,45 
24,592.84 

TOTAL 

$  4420.41 
26,364.21 
29,069.83 
34,033.63 

Total  $27,859.31  $65,928.77  $93,788.08 

Retirements  and  replacements  1,717.17 

Balance,  Dec  31.  1912.  $92fl705i 
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It  has  been  suggested  that,  if  the  company  has  not  set  aside 
in  past  years  a  sufBcieut  amount  to  cover  accruing  deprecia- 
tion (the  facts  seem  to  indicate  that  this  has  not  been  done), 
allowance  should  now  be  made  not  only  for  current  deprecia- 
tion, but  for  the  depreciation  of  past  years  for  which  no  provi- 
sion has  been  made.  If  a  company  has  not  made  adequate  pro- 
vision for  depreciation,  it  should  do  so  at  the  earliest  possi- 
ble moment,  and  should  offset  its  failure  to  do  so  in  the  past 
by  larger  appropriations  in  the  future.  It  is  not  proper  in 
a  rate  case,  however,  to  consider  as  a  charge  against  the 
year  in  question  current  depreciation  and  that  which  ac- 
crued in  a  prior  year.  The  consumer  is  not  at  fault  because 
the  company  has  failed  properly  to  manage  its  financial  op- 
erations. The  company  should  make  provision  from  some 
other  source  for  such  depreciation,  and,  if  necessary-  reduce 
its  dividends  in  order  to  restore  the  capital  which  has  been 
impaired. 

The  Commission's  engineers  have  computed  the  annual 
depreciation  upon  all  depreciable  property,  except  the  old 
plant  which  is  practically  out  of  use,  at  f32,368.  The  re- 
newal of  two  items — services  and  meter  installation — most 
be  provided  for  through  the  repair  account,  according  to 
tbe  uniform  system  of  accounts;  consefinently,  no  addi- 
tional provision  need  be  made  for  them  through  tbe  depre- 
ciation fund.  In  determining  the  amount  to  be  set  aside  for 
depreciation  in  any  case,  the  repair  account  should  be  an- 
alyzed, for  one  company  may  charge  certain  expenses  as  a 
"repair"  which  another  would  consider  a  "renewal"  and 
chargeable  to  tbe  depreciation  fund.  The  two  accounts  are 
complementary,  and  in  one  or  the  other  provision  must  he 
made  for  the  maintenance  of  the  projwrty  and  the  ultimate 
renewal  of  every  part. 

The  Brooklyn  Borough  Cas  Company  has  not  gone  to 
either  extreme  in  the  treatment  of  its  repair  account,  and 
it  is  considered  that  |30.00f>  for  1913  and  ?33,(t0(t  for  1914 
will  be  sufflcient  to  cover  depreciation  and  other  reserves, 
exclusive  of  accruals  in  prior  years  for  which  no  provision 
was  then  made.  It  should  be  noted  that  the  allowance  for 
1913  is  over  three  times  the  amount  actually  charged  by  the 
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company  to  operating  expenses  in  1912  for  depreciation  ac- 
cruing in  that  year. 

Turning  to  the  receipts,  other  than  those  directly  affected 
by  the  decision  in  this  proceeding,  we  find  few  of  any  impor 
tance.    The  estimates  given  in  Table  III  are  conservative. 

For  convenience,  a  resume  of  all  the  estimates  for  the  two 
years  in  question  is  given  in  Table  HI. 

TABLE  III.— SUMMARY  FOR   1913  AND  1914. 


1913 

1914 

Gas  made— M.  cu.  ft. 

350,000 

387,400 

Gas  sold— Municipal 

14,000 

15.000 

292,000 

327,500 

Total  sales 

306,000 

342.500 

Gas  used  by  company 

2.300 

2,300 

Operating  Expenses: 

Production  cost  @  22e  of  make 

$77,000 

$85,228 

Other  operating  expenses  @  21c 

of  sales    64,260 

71,925 

Depreciation  and  other  reserves 

30,000 

33m 

Taxes 

16,000 

17^ 

Uncollectible  bills 

1.000 

1.000 

Total 

$188^ 

$206^153 

Credits: 

Munictpal  lighting  receipts 

$10,500 

I  11.250 

Miscellaneous  receipts 

5.500 

5.S0O 

Appreciation  of  land 

4,000 

4,000 

Total 

*2aooo 

$20750 

Excess  of  operating  expenses  over 

credits  $168,260 

$187,403 

Only  two  factors  remain  to  be  considered — a  fair  rate  of 
return  upon  the  fair  value  of  the  property,  and  the  possible 
effect  upon  gas  rates  of  an  increase  in  the  price  of  gas  oil 
after  the  expiration  of  the  present  contract. 

As  to  the  former,  a  return  of  TV^  per  cent,  npon  the  fair 
value  of  the  property  would  require  a  rate  of  nearly  92  cent.'; 
in  1913  and  nearly  89  cents  in  1914.  If  a  return  of  8  per 
cent,  were  to  be  allowed,  the  rates  for  the  two  years  wonld 
be  respectively  about  94  cents  and  91  cents. 
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Owing  to  the  UDcertaiuty  as  to  the  oil  market  in  1911,  it 
IB  our  opinion  that  an  additional  allowance  should  be  made 
for  this  contingency,  and  tliat  it  would  not  be  fair  or  rea- 
sonable now  to  reduce  too  sharply  the  rate  for  gas  in  that 
year.  Taking  all  of  the  circumstances  into  consideration, 
and  having  In  mind  the  previous  findings  made  in  this  Opin- 
ion, the  Commission  considers  that  the  reasonable  rate  for 
the  remainder  of  X91S  and  191^  would  6e  95  cents  per  thou- 
sand. This  rate  will  allow  for  all  contingencies,  even  an 
increase  in  the  capital  expenditures  of  the  company  for  ad- 
ditional plant  and  equipment  during  1914. 

In  view  of  the  unusual  rush  of  business  during  the  summer 
months,  the  difQculties  which  would  arise  from  an  attempt 
to  put  a  new  rate  into  effect  in  the  midst  of  such  a  short  and 
busy  season,  the  Commission  has  concluded  the  rate  should 
take  effect  upon  October  1st. 

If  conditions  should  continue  to  improve,  if  the  actual 
results  of  operation  during  1913  and  1914  should  be  more 
favorable  to  the  company  than  we  have  anticipated,  and  if 
the  price  of  gas  oil  should  not  increase  over  that  now  being 
paid,  the  company  could  undoubtedly  reduce  the  price  of  gas 
in  1915.  However,  the  Order  of  the  Commission  will  not 
extend  beyond  1914.  Rates  in  1915  can  be  determined 
towards  the  close  of  1914  upon  the  conditions  that  then 
prevaiL 
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In  the  Matteb  op  the  Complaint  of  Alonzo  B.  Kigbt 
against  the  united  electric  light  and  powee  com- 
PANY. 

Case  No.  1638. 

'  Decided  Avgust   I,    iglj. 

Discriminations  and  Preferences — Electrical  Corporations — Special 
Privileges  and  Rates  for  Large  Consumers — ^"ConjnnctioDal  Service 
Rider"  on  "Wholesale  Contract"— Buildings  not  More  Thao  100  Feet 
Apart.~Standard  contract  "rider  22"  of  the  U.  E.  L.  &  P.  Co.,  known 
as  tlie  "con junctional  service  rider,"  providing  that,  in  view  of  tiie  feet 
that  the  buildings  enumerated  in  the  contract,  (1>  arc  supplied  under  the 
wholesale  contract ;  (2)  are  not  more  than  100  feet  apart ;  (3)  are  under 
a  common  ownership  of  leasehold;  and  (A)  may  be  served  from  a  ^ngle 
center  n!  distribution,  the  current  required  for  them  may  be  taken  col- 
lectively in  determining  the  rate  to  which  the  undersigned  is  entitled 
under  the  contract,  should  be  cancelled  as  unreasonable  and  discrimina- 
tory, and,  if  any  like  provision  for  a  conjunctional  service  privilege  is 
re-established,  it  should  be  made  available  equally  to  large  and  small  con- 
Discriminations  and  Preferences — Electrical  Corporations — Special 
Privileges  and  Rates  for  Large  ConBumera — "Standard  Contract  Rider' 
for  "Inclusion  of  Tenants*  Consumption"  to  give  Proprietor  a  Lower 
Rate— "Wholesale  Rate."— Standard  contract  "rider  20"  of  the  U.  E.  L.  & 
P.  Co.,  entitled  "Tnelupion  of  Tenants'  Consumption:  Wholesale  Rate."  and 
providing  certain  rules  with  reference  to  the  inclusion,  by  the  proprietor 
of  a  building,  of  the  amount  of  electricity  consumed  by  his  tenants  in 
order  to  secure  a  lower  rate  and  make  up  the  amount  of  annual  or 
monthly  consumption  needed  by  him  to  secure  a  lower  (wholesale)  rate, 
is  unreasonable  and  discriminatory,  and  should  be  withdrawn  and  not 
reissued. 

Discriminations  and  Preferences — Electrical  Corporations— Special 
Privileges  and  Rates  for  Large  Consumers — "Standard  Contract  KideT" 
for  "Inclusion  of  Tenants'  Consumption"  to  give  Proprietor  a  Lower 
Rate — "General  Rate."— Standard  contract  "rider  24"  of  the  U.  E.  L.  &  P. 
Co.,  under  its  general  rate,  entitled  "Inclusion  of  Tenants'  Consiimplien: 
General  Rale."  providing  certain  rules  governing  the  "inclusion  of  ten- 
ants' consumption"  in  determining  the  rate  which  may  be  secured  by  the 
proprietor  of  a  building  in  which  all  the  apartments  are  furnished  willi 
current  under  the  contract  containing  such  "rider,"  is  unreasonable  and 
unjust,  and  should  he  cancelled. 

Rates  and  Charges — Electrical  Corporations — "Conjunctional  Serv- 
ice" and  "Inclusion  of  Tenants'  Consumption" — Modification  of  Standard 
Contract  Eiders  to  Entitle  Complainant  to  Certain  Published  Rates.— 

The    demand    of   tlie    ramphinant    that    "standard    contract    riders"    20.   22 
and   24,    should   be   required  to  be   modified   so   as   to   permit   him   to  take 


KiGHT  VS.  United  Elbc.  Light  &  Powbe  Co.      1151 

advantage  of  the  terms  thereof  and  secure  the  lower  rates  afforded  thereby, 
should  be  denied,  but  the  three  "riders"  should  be  required  to  be  with- 
drawn and  cancelled. 

Tariff  SchednlcH — Rates  and  Forms  of  Contract — Filing  and  Posting 
—Allowance  of  Special  Rates  and  Privileges  without  Notice  to  tlie  Pub- 
lic.— In  the  course  of  hearings  as  to  the  propriety  of  the  "Inclusion  of 
Tenants'  Consumption"  rider  to  the  standard  form  of  contract  of  the 
U.  E.  L.  &  P.  Co.,  it  was  testified  that  the  company  sometimes  permitted 
an  owner  or  lessee  to  get  the  benefit  of  tenants'  consumption  under  the 
wholesale  contract  without  any  tenants'  inclusion  rider  to  his  contract. 
An  owner  or  lessee  had  been  allowed  to  have  separate  meters  set  for  his 
tenants  and  separate  readings  marie  by  the  company,  and  to  receive  from 
the  company  itemized  statements  of  account  for  each  account,  and  to 
pay  for  the  total  consumption  at  tlic  wholesale  rate,  charging  his  tenants 
nny  rale  which  might  be  agreed  upon  between  them  and  him.  If  any 
tenant  objected,  that  tenant  had  been  billed  separately,  but  the  others 
have  remained  grouped.  It  appears  that  this  had  been  done  without  any 
notice  of  the  schedule  of  rates  filed  and  posted  under  the  Order  of  the 
Commission.  Held:  That  this  practice  was  clearly  in  violation  of  the 
company's  tariff  schedule  as  filed,  and  ought  not  to  have  been  established 
by  the  company  without  the  publication  and  filing  of  notice  to  the  public, 
in  the   form  of  an  appropriate  rider  or  otherwise. 

Hearings  closed  March  S,  1913.    Opinion  adopted  August  1,  1913, 

Opinion. 

The  complaint  was  directed  against  certain  mles,  ref- 
lations and  practices  of  the  United  Electric  Light  and  Power 
Company  shown  in  three  standard  tariff  "riders"  filed  with 
the  Commission  by  the  defendant,  as  a  part  of  the  latter'e 
rate  schedule.  These  riders  prescribe  conditions  under  which 
consumers  might  take  advantage  of  the  lower  rates  granted 
for  consumption  in  large  quantities. 

The  complainant  demanded  that  standard  contract  "riders" 
22  and  24,  entitled,  respectively,  "Conjunctional  Service"  and 
"Inclusion  of  Tenants'  Consnmption — Ceneral  Rate,"  should 
be  modified  so  that  he  would  be  able  to  avail  himself  of  the 
privilege  afforded  by  these  riders,  for  the  supply  of  two  build- 
'■••XH  owned  by  him  on  the  opposite  sides  of  ISftth  street,  in 
the  Borough  of  Manhattan.  Rider  20  was  also,  by  consent 
of  the  parties,  passed  upon  in  the  proceeding.  These  three 
■  'ders  are  quoted  in  full  in  the  Order  which  follows. 

The  Order  entered,  on  August  1,  1913.  in  pursuance  of 
the  Opinion  on  that  date  adopted,  was,  in  full,  as  follows : 
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"A  hearing  having  been  duly  had  in  this  matter  before  Hon.  ICIo  R. 
Maltbie,  Commissioner,  beginning  on  Februaiy  24,  1913,  Oscar  A.  Himk 
appearing  for  the  complainant,  and  Henry  J.  Hemmens  afipeariog  u  caanid 
(or  the  United  Electric  Light  and  Power  Company;  and  it  appearing  ihu 
■aid  company  on  September  9,  1912,  filed  with  the  Commi»»on  and  potted 
its  schedule  of  rates,  which  contained,  among  others,  the  following  ttnd- 
ard  contract  riders: 

'"20.      Inclusion  of  Tenants'  Consumption— Wholesale  Rate; 

"'It  is  further  understood  and  agreed  that  the  customer  will  excfadc 
til  other  electric  service  from  the  building  and  not  install  a  private  plant 
for  light  or  power  during  the  term  of  this  contract,  and  to  gnaruitee  tht 
'ise  of  100,000  kilowatt  hours  of  electric  current  annnally  in  said  bnOdivg. 
Said  guarantee  shall  include  all  current  consumed  by  the  tenants  in  the 
building  as  well  as  current  consumed  by  the  undersigned.  It  is  nndentood. 
however,  that  the  accounts  of  the  tenants  shall  have  no  fnrtiier  conneclioa 
with  the  contract.' 

"'22.    Conjunctional  Service: 

"  'It  is  further  understood  and  agreed  that  in  view  of  the  fact  tint  Ac 
build'ngs  enumerated  herein  are  supplied  under  the  Wholesale  contract. 
are  not  more  than  100  feet  apart,  are  under  a  common  leasehold,  ownerships 
;ind  may  be  served  from  a  single  center  of  distribution,  the  current  re- 
quired for  them  may  be  taken  collectively  in  determining  die  rate  to  wKdi 
the  undersigned  is  entitled  under  this  contract.* 

"'24.    Inclusion  of  Tenants'  Consumption— General  Sate: 

"'It  is  further  understood  and  agreed  that  in  view  of  the  fact  that  4e 
building  or  buildings  enumerated  in  this  contract  are  under  a  contoKa 
(ownership) 

( leasehold  )  are  intercommunicating  within  the  building,  are  classed  as  Mt 
fire  risk  and  operated  as  a  single  property  and  that  the  owner  or  lessee 
agrees  to  purchase  under  this  contract  the  current  for  all  of  Ae  ^ail- 
ments within  the  building  or  buildings,  that  the  United  Electric  Ligte 
and  Power  Company  will  furnish  and  set  meters  for  said  apartments  mJ 
will  render  if  required  by  the  customer  an  itemized  statement  under  tliB 
contract,  giving  the  readings  and  numbers  of  the  individual  meters. 

"  'Stores  within  the  building  or  buildings  are  not  classed  as  "apartmejils.' 
They  may  be  included  at  the  option  of  the  owner  or  lessee.' 

"'It  is  further  understood  and  agreed  fliat  the  owner  or  lessee  will  h 
responsible  to  the  Company  for  all  consumption  of  current  whfaiit  At 
building  included  hereunder.' 

which  said  contract  riders  since  October  9,  1912,  have  been  effectjve  nd 
In  force,  and  the  Commission  having  determined  that  the  rates,  charges  ai 
regulations  provided  for  in  said  contract  riders  are  unjust  and  nnreasoaaUt, 

"Ordered.  That  said  United  Electric  Light  and  Power  Compttij  bt  toJ 
it  hereb>-  is  directed  to  cancel  said  riders  and  each  of  diem,  and  wi  or  h- 
fore  October  1,  1913,  to  file  with  the  Commission  and  post  its  printed  vricnx 
at  supplement  accordingly :  and  it  is  fnrtiier 
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"Ordered,  That  this  Order  shall  take  effect  An^tut  1,  1913.  and  diall 
continue  in  force  until  abrogated  or  modified;  and  it  it  further 

"Ordered,  That  on  or  before  August  15,  1913,  said  United  Electric  light 
and  Power  Company  notify  the  Conunission  whether  this  Order  is  wxepted 
and  will  be  obeyed." 

The  farther  facts  in  the  matter  appear  in  the  Opinion 
adopted. 

Affbaranobs: 

Oscar  A.  Hirsch,  for  the  complainant. 

Edward  S.  Brovmson  and  Arthur  8.  Luria,  for  other  con- 
sumers of  electricity  supplied  by  the  defendant 

Beardsley,  Hemmena  and  Taylor,  by  Henry  J.  Hetnmena, 
for  the  Unltfid  Electric  Light  and  Power  Company. 

MaltbiBj  Commissioner: 

The  complainant  is  the  owner  of  the  two  buildings  located 
at  660  and  661  West  180th  street,  in  the  Borough  of  Man- 
hattan, New  Tork  City.  These  buildings  are  on  opposite 
sides  of  180th  street,  with  a  distance  of  less  than  100  feet 
between  them;  and  each  building  contains  apartments  used 
for  residence  purposes  ai9  well  as  a  number  of  stores.  The 
complainant,  as  proprietor,  and  the  tenants  occupying  the 
npartmenta  and  stores  are  served  with  electric  current  by 
the  defendant,  the  United  Electric  Light  St  Power  Company. 
The  defendant  has  a  so-called  "general"  rate  and  a  "whole- 
'e"  rate.  Under  the  general  rate,  the  consumer  pays  10 
"ents  per  kw.  hr.  for  the  first  250  kw.  hrs.  of  monthly  con- 
sumption, the  rate  gradnally  decreasing  for  each  added  in- 
crement of  consumption  until  the  charge  'becomes  5  cents 
per  kw.  hr.  for  the  excess  over  1,500  kw.  hrs.  of  monthly 
consumption.  The  wholesale  rate  is  available  only  to  con- 
sumers who  guarantee  the  use  of  100,000  kw.  hrs.  per  an- 
num. This  rate,  bej^nning  at  5  cents  per  kw.  hr.  for  the  first 
100,000  kw.  bra.  of  annual  consnmption,  decreases  for  added 
increments  of  consnmption  until  it  becomes  3  cents  per  kw. 
hr.  for  the  eiceas  over  200,000  kw.  hrs.  per  annum.  To  con- 
sumers who  use  very  large  quantities  of  current,  a  further 
reduction  is  made,  a  consumer  using  not  less  than  833,333 1/3 
kw.  hrs.  per  annum  being  charged  at  the  uniform  rate  of 
3  cents  per  kw.  hr. 
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The  complaint  in  this  case  is  directed  against  certain  mles 
contained  in  "riders"  filed  with  the  CommiBaion  as  a  part 
of  the  defendant's  rate  schedule,  which  prescribe  the  condi- 
tions nnder  which  consumers  may  take  advaatag^  of  the 
lower  rates  gi-anted  for  consumption  in  large  quantities. 
The  complainant  applied  to  the  defendant  for  a  contract  in 
'.vhich  he  should  be  given  the  benefit  of  standard  contract 
riders  22  and  24,  providing  respectively  for  "conjunctional 
service"  and  "inclusion  of  tenants'  consumption — general 
rate."  The  execution  of  auch  a  contract  was  refused  by  the 
defendant.  The  complainant  does  not  claim  that  he  would 
he  entitled  to  tliis  form  of  contract  under  the  terms  of  the 
riders  as  they  now  appear  in  the  defendant's  schedule;  hot 
iie  asks  that  the  riders  may  be  modified  so  that  he  will  be  able 
to  avail  himself  of  their  privileges  under  the  conditions  ex- 
isting in  the  two  buildings  referred  to  above. 

During  the  progress  of  the  bearing  in  this  case,  the  issues 
ive  been  somewhat  broadened  by  the  consent  of  all  parties 
interested,  so  that  a  decision  can  be  made  generally  on  the 
reasonableness  of  the  riders  already  mentioned  and  also 
standard  contract  rider  20,  entitled  "Inclosion  of  Tenants' 
Consumption — Wholesale  Rate." 

OONJTTNCnONAL  SERVICE. 

The  defendant's  standard  c(  ntract  rider  22  is  as  follows: 

"It  is  further  understood  and  agreed  that  in  view  of  the  fact  Aal  the 
buildings  enumerated  herein  are  supplied  under  the  Wholesale  contract,  are 

not  more  than  lOO  feet  apart,  are  under  a  common  (ownership)  and  may 

(leasehold) 
be  served   from  a  single  centre  of  distribution,  the  current   required   for 
them  may  be  taken  collectively  in  determining  (he  rate  to  which  the  under- 
signed IB  entitled  under  this  contract," 

As  the  conditions  existing  in  the  complainant's  two  build- 
ings make  it  impracticable  for  him  to  secure  a  "wholesale"' 
(■(mtrat't,  he  can  derive  no  benefit  from  this  "conjunctional 
uervice"  rider,  which  by  its  terms  can  be  used  only  in 
coniiectifni  with  the  wholesale  contract.  The  complainant 
alleges  tliat  the  rider  sliould  be  made  applicable,  also,  to 
coiitrarts  at  the  "general"  rate,  and  asks  that  it  may  be 

'"  '  ■■■■"■;;  " tS'^ 
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amended  so  as  to  produce  this  result  It  is  claimed  that  the 
ri^er  in  its  present  form  is  unjust  and  unre'asonable,  and  that 
an  unJQSt  dlBcriminatiou  is  made  against  consumers  who 
have  buildings  not  more  than  100  feet  apart  and  do  not  use 
as  much  as  100,000  kw.  hrs.  of  electric  current  per  annum. 

No  adequate  reason  has  been  given  by  the  defendant  wh; 
the  conjuDctional-serTice  privilege  should  not  be  granted 
'  :i  small  as  well  as  to  large  consumers  if  it  is  granted  to  anj. 
The  buildings  served  under  this  provision  are  in  very  clc^e 
proximity  and  may  be  served  from  a  single  center  of  distri- 
bution, just  as  a  single  building  is  served.  There  is  no  dif- 
ference in  cost  of  service  due  to  the  fact  that  more  than  one 
building  is  supplied  that  is  not  represented  by  the  difference 
in  the  rate  for  current.  The  only  reason  which  has  been  sug- 
gested for  making  a  distinction  between  large  and  small 
consumers  with  reference  to  conjunctional  service,  is  that 
a  large  consumer  might  find  it  advantageous  to  put  in  a 
private  electric  plant  if  he  were  not  allowed  the  hene&t  of  this 
rider,  while  a  small  consumer  would  not  find  it  advantageous 
or  practicable  to  do  so.  This  reason,  standing  alone,  we  do 
not  consider  a  reasonable  or  sufficient  basis  on  which  to 
make  a  distinction  between  classes  of  consumers.  The  fact 
that  a  small  consumer  cannot  operate  a  private  plant  econom- 
ically ought  not  to  be  made  the  basis  for  excluding  him  from 
a  privilege  accorded  to  those  who  are  so  fortunately  situated 
that  they  may  build  a  private  plant  It  should  be  remem- 
bered, also,  that  the  extension  of  the  privileges  of  this  rider 
to  small  consumers  will  not  give  them  the  same  rate  which  is 
granted  to  large  consumers;  it  will  merely  give  them  equal 
privileges  in  having  their  rate  determined  according  to  the 
quantity  of  electric  current  which  they  consume.  There  is 
a  large,  and  perhaps  unjustifiable,  difference  in  the  rates 
per  kw.  br. 

The  present  rider  should  be  canceled,  and  if  any  like 
provision  is  re-estdhhshedf  it  should  he  available  equally 
to  large  and  small  consumers.  We  do  not  now  find  that' 
no  soch  rider  should  be  in  force.  The  complainant  has 
made  no  such  request,  and  this  question  was  not  fully  con- 
sidered in  the  proceeding. 
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Inclusion  op  Tenants'  Consumption. 

The  defendant  has  two  riders  prescribing  rules  with  ref- 
erence to  the  inclusion,  b;  the  proprietor  of  a  building,  of 
the  amount  of  electricity  consumed  hj  his  tenants  in  order 
to  secure  a  lower  rate  and  to  make  up  the  amount  of  annual 
or  monthly  consumption  needed  by  him  to  secure  a  lower 
rate.  The  rider  dealing  with  the  inclusion  of  tenants'  con- 
sumption under  the  wholesale  standard  contract  rider  20, 
is  as  follows: 

"It  is  further  understood  and  ^reed  that  the  customer  wiU  exclude  all 
other  electric  service  from  the  building  and  not  install  a  private  plant  for 
light  or  power  during  the  term  of  this  contract,  and  to  guarantee  the  use 
of  100,000  kilowatt  hours  of  electric  current  annually  in  said  building.  Said 
guarantee  shaLI  include  all  current  consumed  by  the  tenants  in  the  building 
as  well  as  current  consumed  by  the  undersigned.  It  is  understood,  however, 
that  the  accounts  of  the  tenants  shall  have  no  further  connection  with  the 
conUKCL" 

It  will  be  noted  that  proprietor  and  tenant  are  treated 
quite  difEerently.  The  proprietor  of  a  building,  or  buildings 
entitled  to  conjunctional  service,  whose  total  consumption, 
including  that  of  all  tenants,  is  not  less  than  100,000  kw. 
hrs.  per  annum,  is  given  the  wholesale  rate  on  the  electricity 
which  be  himself  consumes,  no  matter  what  its  quantity  may 
be,  whether  it  be  50  kw.  hrs.  per  annum  or  500,000.  The  par- 
ticular wholesale  rate  which  he  pays  varies,  of  course,  with 
the  total  consumption  upon  his  premises,  ranging  from  a 
maximum  of  5  cents  to  a  minimum  of  3  cents  per  kw.  hi. 
The  accounts  of  bis  tenants,  however,  have  "no  further  con- 
nection" with  his  contract.  The  electric  company  places 
meters  for  the  tenants,  reads  and  maintains  these  meters, 
makes  out  separate  bills,  collects  the  charges  and  takes  the 
risk  of  uncollectible  accounts.  The  proprietor  is  not  put  to 
any  expense  in  this  direction,  and  does  not  even  guarantee 
any  accounts.  The  rate  charged  to  each  tenant  mi^  be  the 
general  or  the  wholesale  rate,  depending  upon  the  amount 
of  his  individual  consumption,  but  the  proprietor  will  get 
wholesale  rates,  about  one-half  the  general  rates,  if  the  snin 
of  all  consumption  equals  100,000  per  kw.  hr.  per  annum. 
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Take  the  case  of  an  apartment  house  or  loft  buildiog  where 
current  is  consumed  hj  many  tenants.  Assume  that  the  land- 
lord uses  in  one  year  3,000  kw.  hrs.  and  in  the  month  In  ques- 
tion 200  kw.  hrs. ;  that  the  total  consumption  of  landlord 
and  tenants  is  150,000  kw.  brs.  annually;  and  that  a  certain 
tenant's  bill  for  one  month  is  for  200  kw.  hrs.  The  land- 
lord will  pay  an  average  of  4  2/3  cents  per  kw.  hr.,  or  f9.33 
for  200  units.  The  tenant  will  pay  10  cents  per  kw.  hr.,  or 
f20.00  for  the  same  amount.  The  service  from  the  supply 
company  is  precisely  the  same,  yet  one  pays  over  twice  as 
much  aa  the  other.  What  has  the  landlord  done  which  en- 
titles him  to  this  large  difference?  Is  not  the  tenant  just 
as  much  entitled  to  benefit  from  his  neighbor's  consumption 
as  the  landlord  from  that  of  the  tenants?  If  the  company 
can  aCTord  to  supply  him  at  such  a  low  rate,  why  can  it  not 
give  a  like  rate  to  the  others  in  the  same  building? 

It  is  suggested  by  the  company  that  the  proprietor  guaran- 
tees a  consumption  of  100,000  kw.  hrs.  per  annum,  that  he 
will  be  obliged  to  make  up  a  deficiency  if  the  total  falls  be- 
low that  amount,  and  that,  therefore,  he  should  have  a  lower 
rate.  But  the  guaranty  involves  no  risk,  or  possibility  of 
loss,  if  reasonable  care  is  used.  If  the  proprietor  has  had 
any  experience  with  the  building  or  similar  building,  he  can 
estimate  the  consumption  closely ;  and  if  the  load  will  exceed 
100,000  kw.  hrs.,  he  signs  the  contract ;  if  it  will  not,  he  nat- 
urally does  not  take  the  wholesale  contract.  Further,  if  he 
should  misjudge  the  probable  consumption,  he  could  change 
his  contract  and  be  rebiUed  at  the  general  rate.  Thus,  he 
need  take  no  risk  whatever. 

Apparently  the  only  thing,  great  or  small,  which  the  pro- 
prietor does  under  rider  20.  in  order  to  secure  the  benefit  of 
the  large  reduction  of  the  wholesale  rate,  besides  being  so 
fortunate  as  to  have  tenants  who  consume  a  lai^e  amount  of 
electricity  in  the  aggr^ate,  is  te  exclude  all  other  electric 
service  from  his  premises  and  refrain  from  installing  a  pri- 
vate plant  during  the  term  of  the  contract ;  in  other  words, 
he  assures  the  electric  company  against  competition  on  his 
premises  by  himself  or  other  electric  companies.  As  the  only 
other  electric  company  doing  a  general  business  is  controlled 


1158  New  Yoke  Public  Service  Commission — ^Fibst  Tnsi. 

through  stock  ownership  bj  the  same  company — the  Con- 
solidated Gas  Company — that  controls  the  United  Company, 
competition  from  a  general  supply  company  is  not  a  serioos 
bug-a-boo;  it  certainly  affords  no  justification  for  the  low 
rate. 

The  only  other  inducement  suggested  is  the  agreement  of 
the  proprietor  not  to  install  a  private  electric  plant.  But  if 
this  is  adequate  compensation,  why  should  not  tlie  small 
landlord  be  allowed  a  rate  of  5,  1  and  3  cents  if  lie  agrees 
not  to  install  a  private  plant?  The  low  rates  are  extended 
only  to  those  who  have  a  large  consumption  or  whose  tenants 
have  a  large  consumption.  Obviously  the  small  proprietors 
cannot  afford  to  operate  a  private  plant;  their  consumption 
is  not  sufficient  to  make  it  pay.  But  the  proprietor  who  con- 
trols a  large  output  may  be  able  to  build  and  operate  a  pri- 
vate plant,  and  to  him  the  low  rates  are  tendered.  It  is  ob- 
viously unfair  to  take  such  advantage  of  the  limitations  of 
the  small  proprietor.  This  is  a  public  utility,  and  the  dis- 
crimination is  plainly  unjust  and  uurea^ionable.  As  in  the 
matter  of  conjunctional  sei'vice  rates  already  considered,  the 
mere  desire  to  prevent  competition  by  a  private  source  of 
supply  is  not  a  sutlicient  or  reasonable  basis  for  the  large  re- 
duction in  rates  allowed. 

The  rider  entitled  ''Inclusion  of  Tenants'  Consumption — 
Wholesale  Rate,"  should  he  mthdraum  and  not  reissued. 

The  third  rider  covered  by  the  complaint  in  this  case, 
standard  contract  rider  24  under  the  general  rate,  is  as  fol- 
lows: 

"It  is  further  understood  and  agreed  that  in  view  of  the  fact  that  the 
building  or  buildings  enumerated  in  this  contract  are  under  a  common 
(leasehold,) 

(ownershipj  are  intercom municatins  within  the  building,  are  ■''^^"■l  u 
one  fire  risk  and  operated  as  a  single  property  and  that  the  owner  or  lessee 
agrees  to  purchase  under  this  contract  the  current  for  all  of  the  apartments 
within  the  building  or  buildings,  that  the  United  Electric  Light  and  Power 
Company  will  furnish  and  set  meters  for  said  apartments  and  will  render 
if  required  by  the  cuslomer  an  itemized  statement  under  this  contract,  giving 
the  readings  and  numbers  of  the  individual  meters. 

"Stores  within   the  building  or  buildings   are  not  classed  as  'i 
They  may  be  included  at  the  option  of  the  owner  or  lessee. 


..,  C  jDOgIc 


KiGHT  VS.  United  Elbc.  Light  &  Powee  Co.      1159 

"It  is  further  understood  and  agreed  that  the  owner  or  lessee  will  be 
responsible  to  the  Company  for  all  consumption  of  current  within  the  build- 
ing included  hereunder." 

The  general  rate  to  which  this  is  applicable  is: 

For  the  first  250  kw.  brs.  consumed  monthly 10  cents 

For  the  next  250  kw.  hrs.  consumed  monthly 9  cents 

I'or  tht  next  250  kw.  hrs.  consumed  monthly 8  cents 

For  the  next  250  kw.  hrs.  consumed  monthly 7  CCatB 

For  the  next  500  kw.  hrs.  consumed  monthly 6  cents 

For  all  over  1,500  kw.  hrs.  consumed  monthly 5  cents 

An  example  will  show  liow  the  rider  works  in  connection 
with  this  rate.  Asaume  an  owner  or  lessee  consumes  in  a 
certain  month  200  kw.  hrs.,  that  all  of  his  tenants  consume 
in  the  same  month  5,000  kw.  hrs.,  and  that  no  one  uses  more 
than  250  kw.  hrs.  If  the  proprietor  is  working  under  rider 
2i,  he  will  receive  a  statement  from  the  company  giving  the 
readings  for  each  meter  in  the  building,  the  consumption 
for  each  and  the  total  amount  due  the  company,  which  in  the 
case  just  assumed  will  be  computed  as  follows : 

First  250  kw.  hrs.  <g  10  cents $25.00 

Nejct250    "  ..      «      9     «     22J0 

"      250    "  "      "      8     "     2a00 

"      250    "  "      "      7     ■'     17J0 

«     500    "  "     «     6    "     30.00 

"  3.500    "  "     «     5     " 175.00 

Total  5,000    "       "      "      5.8  "     $290.00 

What  the  proprietor  does  thereafter  is  a  mattar  beyond 
the  company's  control.  If  he  charges  the  tenants  at  the  reg- 
ular rate  of  the  company,  which  he  may  do  without  arousing, 
their  curiosity,  the  credit  side  of  the  account  will  stand :  4,- 

800  kw.  hrs.  @  10  cents f480.    From  this  it  appears  that 

the  landlord  will  get  his  current  free  and  make  a  profit  of 
1190.00  in  a  single  month.  But,  as  he  would  have  to  pay  at 
the  rate  of  10  cents  per  kw.  hr.,  or  |20.00  for  his  own  use 
(200  kw.  hrs.)  if  he  had  no  rider,  it  has  improved  his  condi- 
tion to  the  extent  of  $210  as  compared  with  the  landlord  who 
has  no  such  rider.  In  a  year,  this  would  amount  to  a  fine 
profit.  If  the  landlord  were  to  give  his  tenants  a  10  per  cent, 
discount  from  the  company's  rates,  he  would  still  profit  to 
the  extent  of  fl62  per  month. 
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Upon  the  other  band,  the  company  does  practicallj  every- 
thing which  it  would  be  called  upon  to  do  if  the  rider  were 
not  in  force.  It  provides,  installs,  maintains,  calibrates  and 
reads  the  meters,  which  are  as  numerous  in  one  case  as  the 
other.  The  fixed  charges  are  precisely  the  same,  and  the 
only  difference  in  operating  expenses  is  that  where  the  rider 
is  in  force  the  company  issues  a  single  statement  to  the  pro- 
prietor instead  of  separate  statements  to  the  tenants,  and 
looks  to  him  for  payment  instead  of  to  the  tenants.  The 
difference  in  cost  of  preparing  the  statements  or  bills  and  of 
collecting  them  is  very  slight,  and  the  loss  from  uncoUectible 
bills  is  negligible.  The  average  loss  per  annum  is  less  than 
one-half  of  one  per  cent,  of  receipts,  and  for  apartment 
houses  alone  about  six  or  seven-tenths  of  one  per  cent  Even 
at  the  ten-cent  rate,  this  would  mean  less  than  one  mill  per 
kw.  hr.,  whereas  the  difFerence  in  rates,  as  shown  by  the  above 
case,  is  several  cents  per  kw.  hr.  That  the  rider  is  not  justi- 
fiable on  the  basis  of  a  difference  in  cost  of  service  is  indicated 
by  the  rapidity  with  which  agencies  have  sprung  up,  each 
endeavoring  to  secure  a  part  of  the  large  profit  to  the  pro- 
prietor under  these  tenants'  inclusion  riders. 

There  are  important  differences  between  riders  20  and  24. 
It  has  been  pointed  out  that,  under  the  wholesale  rider,  the 
proprietor  does  practically  nothing  except  to  abstain  from 
erecting  a  private  plant,  and  to  allow  the  tenants  to  work  like 
bosy  bees  piling  up  the  total  consumption,  from  which  he 
reaps  a  benefit  in  greatly  reduced  rates.  He  has  nothing  to 
do  with  the  tenants ;  their  bills  do  not  even  come  to  him  for 
collection. 

Under  the  general  rider,  every  tenant  occupying  an  apart- 
ment must  consent  to  the  arrangement;  even  one  may  pre- 
vent the  landlord  from  getting  the  benefit  of  the  reduction. 
The  consumption  of  tenants  occupying  stores  may  be  in- 
cluded or  not,  at  the  option  of  the  proprietor ;  and  it  is  here 
that  the  complainant  considers  the  rider  unfair.  He  finds  it 
impracticable  to  include  all  the  tenants  occupying  apart- 
ments, but  there  are  a  numlrer  of  tenants  occupying  stores 
whom  he  desires  to  include  and  cannot  He  contends  that 
the  terms  of  the  rider  are  discriminatory  in  that  a  proprietor, 
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apon  whose  premisea  there  Ib  a  large  consumption  of  elec- 
tricity in  stores,  cannot  include  that  consumption  unless  he 
also  incladea  the  consumption  of  everj  apartment  tenant  It  . 
is  urged  that  this  rule  unduly  favors  proprietors  who  either 
have  no  apartment  tenants  or  are  able  to  secure  the  co-opera- 
tion of  all  they  have.  The  complainant  aaks  that  the  rider  be 
modified  so  that  stores  and  apartments  will  be  put  on  the 
same  basis  and  a  proprietor  may  include  such  tenants,  either 
of  stores  or  apartments,  as  he  may  choose.  Under  the  whole- 
sale rider,  be  would  receive  the  benefit  regardless  of  any  ten- 
ant's wishes. 

The  defendant  objects  to  such  a  modification  of  the  rider 
on  the  ground  that  a  proprietor,  if  allowed  to  exclude  a  por- 
tion of  the  apartment  tenants  from  his  contract,  would  leave 
out  the  less  reliable  tenants,  for  whose  bills  he  would  pre- 
fer not  to  become  responsible,  leaving  to  the  electric  com- 
paiiy  the  risk  of  nncoUectible  accoonta  It  is  said  tliat  this 
risk  for  stores  is  much  less  than  for  apartments.  On  the 
other  hand,  it  must  be  remembered  that  the  rates  paid  by 
the  apartment  tenants  who  are  not  included  are  in  most 
cases  higher  than  the  rate  which  would  be  charged  to  the 
proprietor  for  their  consumption  if  they  were  included,  for 
the  proprietor  would  pay  at  the  reduced  rate  allowed  to  large 
consumers.  Probably  these  higher  rates  would  fully  com- 
pensate, or  even  more  than  compensate,  any  loss  due  to  un- 
collectible bills  and  any  added  expense  of  collection.  Fur- 
ther, electric  companies  may  require  consumers  to  make  de- 
posits of  amounts  sufficient  to  insure  payment  of  their  bills, 
and  the  losses  from  this  source  either  are,  or  can  undoubtedly 
be  made,  very  slight.  In  our  opinion,  general  rider  rate  2^ 
should  be  canceled  a$  unjust  and  unreasonable. 

In  the  course  of  the  hearings,  it  was  testified  that  the  com- 
pany has  allowed  an  owner  or  lessee  to  get  the  benefit  of  ten- 
ants' consumption  under  the  wholesale  contract  without  any 
tenants'  inclusion  rider.  He  has  been  allowed  to  have  sepa- 
rate meters  set  for  his  tenants  and  separate  readings  made  by 
the  company,  to  receive  from  the  company  itemized  state- 
ments of  account  for  each  tenant,  and  to  pay  for  the  total 
consumption  at  the  wholesale  rate,  charging  his  tenants  any 
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rate  which  may  be  agreed  upon  between  them  and  him.  If 
au;  tenant  objecteil,  he  has  been  billed  separately,  bnt  the 
othera  have  been  grouped.  Thia  has  been  done  without  an; 
notice  in  the  schedule  of  rates  filed  and  posted  uBder  order 
of  the  Commission,  and  is  clearly  in  violation  of  same.  Thie 
practice  ought  not  to  have  been  established  by  the  company 
without  the  publishing  and  filing  of  notice  to  the  public  in 
the  form  of  an  appropriate  rider  or  otherwise,  and  now  that 
the  tenants'  inclusion  riders  must  be  canceled,  the  practice 
must  of  necessity  cease 
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The  Public  Service  Commission. 
Herschell  Foutz  vs.  The  Ohio  Fuel  Compant.. 

No.  499. 

Decided  June  ir,  1913. 

Extent  of  Public   Obligation — Rchwal  of  Serrice  from  npe  Line  Net 
Controlled  by  Utility. 

Upon  complaint  demanding  service  through  a  certain  pipe  line,  it  ap- 
peared that  the  pipe  line  was  not  owned  by  the  respondent,  hut  by  The 
Buckej*  Pipe  Line  Company,  and  was  used  by  the  respondent  in  supplying 
that  company  with  gas.  It  further  appeared  that  the  respondent  had  supplied 
other  customers  through  this  pipe  line  in  the  past,  but  that  it  had  no  right 
to  do  so  without  the  consent  of  The  Buckeye  Hpe  Line  Company  and 
could  not  require  that  company  to  continue  to  devote  the  pipe  line  to  the 
transportation  of  gas. 

The  complaint  was  dismissed  for  the  reason  that  the  pipe  line  in  question 
was  not  a  part  of  the  distribution  system  owned  or  controlled  by  the 
respondent* 

Obdbb. 

This  case  came  on  tji  be  heard  upon  the  pleadings  and  the 
evidence,  and  was  argned  by  counsel,  and  the  Commisaion, 
being  fully  advised  in  the  premises,  finds: 

Pibst:  That  the  line  of  pipe  from  which  complainant  is  de- 
manding service  is  not  the  property  of  the  defendant  com- 
pany, bnt  is  now,  and  always  has  i>een  the  property  of  The 
Bnckeye  Pipe  Line  Company; 

Second  :  That  the  gas  of  ih^  defendant  was,  more  than  five 
years  prior  to  the  filing  of  this  complaint,  introduced  into 
said  line  of  pipe  for  the  purpose  only,  so  far  as  said  The 
Bnckeye  Pipe  Line  Company  was  concerned,  of  supplying 
its  pumping  station  with  gas : 

•Editor's  headnote. 
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Third  :  That  defendant  company,  withont  the  conaent  or 
permission  of  said  The  Buckeye  Pipe  Line  Company,  and  lor 
a  coneiderable  time  withont  its  knowledge,  supplied  Stc  other 
conanmers  with  gas  from  said  line  of  pipe; 

FouBTH :  That  said  line  of  pipe  at  no  time  was  any  part 
of  the  general  distribntion  system  of  said  defendant  com- 
pany; 

Finn :  That  said  defendant  company  did  not  undertake 
to  furnish  consumers  generally  with  gas  from  said  line  of 
pipe; 

BiXTH :  That  said  defendant  company  did  not,  at  any  time, 
have  the  right  to  use  as,  or  to  make  said  line  of  pipe,  a  part 
of  its  distribution  ^stem  as  against  the  rights,  or  in  diarc- 
gard  of  the  protest,  of  said  The  Bnclceye  Pipe  Line  Company; 

Sbtenth:  That  said  The  Bnckeye  Pipe  Line  Gompanr 
is  not  now  receivinx  gas  from  said  defendant  compaBy,  or 
from  any  other  source,  through  said  line  of  pipe; 

Eighth  :  That  said  The  Buckeye  Pipe  Line  Company  hai 
now  abandoned  a  part  of  said  line  of  pipe  and  desires  and 
intends  to  abandon  the  whole  of  it  as  a  means  of  transport- 
ing gas  by  defendant  company,  or  any  other  person  or  com- 
pany. 

Ninth  :  That  said  defendant  company  has  no  rights,  eithw 
contractual  or  otherwise,  by  which  it  could  require  said  The 
Buckeye  Pipe  Line  Company  to  continue  to  devote  said  linf 
of  pipe  to  the  furnishing  or  transporting  of  gas. 

Tenth  ;  That,  therefore,  complainant  cannot  require  mi 
defendant  company  to  furnish  gas  for  bis  use  through  said 
line  of  pipe,  the  same  being  the  property  and  under  the  fon- 
trol  of  said  The  Buckeye  Pipe  TJne  Company,  and  not  a 
part  of  the  distribution  system  owned  or  controlled  by  said 
defendant  company. 

/(  is  therefore  ordered,  That  this  complaint  be,  and  tfcf 
same  is  hereby  dismissed. 

Dated  at  Columbus,  Ohio,  this  twelftb  day  of  June,  1913. 
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COMMISSION  LEAFLETS  NOS.  19-22,  INCLUSIVE. 
July— October,  1913. 

PAGI 

ABANDONMENT.     (See  Equipment;  Lines;  Plant;  Service.) 
ACCIDENTS: 

allowance    tor    714-715 

damages  to  property  resulting  from,  report  to  commission  re- 
quired   336,  338 

due  to  defective  equipment,  statement  of 337 

live  stock,  classes  of,  in  report  to  commission 337-338 

permanent  personal  injury  to  employees  defined 337 

report  to  commission,  required 19,  33S-33S 

(See  also  Personal  Injuries.) 
ACCOUNTS: 

amortization,  items  chargeable  to 931 

balance  sheets  filed  with  commission 658,  733-737 

capital: 

difference  between  purchase  price  and  par  value  of  under- 
lying bonds,  chargeable  to 931,  934-935 

improvements  and  betterments  chargeable  to, 

>,  1011-1012,  1014,  1016 

items  chargeable  to 349-3S0,  494,  S06-S08,  51S-S16 

renewal  and  replacement  expenses  not  properly  chargeable 

to    494,    506-508,   515-516 

statement  of  investment  required  by  commission 659 

depreciation  and  maintenance: 

items  charged  to 956,  960-961 

record  required  975,  977,  987 

rental  of  facilities 273 

reserve   734 

established   352-354 

segregation  of  toll  and  exchange  operating  expenses 184 

stock  sale  proceeds,  kept 445-446 

system ; 

separate,  for  local  business  required 623,  632,  639-641 

uniform,    prescribed    by   interstate    commerce    commission, 

conformity  to 658-659 

(See  also  names  of  special  accounts.) 
ACCRUED  DEPRECIATION.     (See  Depreciation.) 
ACQUISITION  OF  PROPERTY.     (See  Property.) 
ACTIONS: 

final  determination,  what  deemed 285 

ACTUAL  COST.  (See  Valuation  of  Property.) 
ADDITIONAL  FACILITIES.  (See  Facilities.) 
ADDITIONS.  (See  Betterments;  Extension  of  lAnti.) 
ADEQUATE  SERVICE.    (See  Service.)  i^  " 
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ADMINISTRATION: 

allowance  for  1133,  1141 

ADVANCE  PAYMENT 182,  S82,  592,  602,  620-621 ,  900.  975, 990 

diminisbea    expenses 620-622 

discount  for 182,  325-326,  624, 637, 639 

diminishes  expenses 309,  311,  907 

10%  allowance   607-608,  W 

penalty  for  failure  to  make 309,  311,322 

switching  service,  for 579-S80 

ADVERTISINQ: 

chargeable  to  operating  expenses 714-71S,  891 

directories,  in,  revenue  from 173.  883 

discrimination  by  newspapers  in  rates  charged  for 837-846 

free    service  in    exchange   for 300,  779 

AERIAL  CABLES: 

construction   to    eliminate   dangerous   wire    conditions 47-48 

AERIAL  LINES: 

construction  permitted,  in  outlying  districts 1009-1010 

placing  underground 80-82,  129-133,  435,  919,  1007-1009 

(See  also  Lines.) 

AGENTS: 

bond,  commissions 209,  215-219,  222,  224,  226,228-229 

AGREEMENTS.     (See  Contracts.) 

AIR  LINE  BASIS: 

rates  544-545,  547,  549.  555,557 

toll  616 

ALARM  BELLS: 

night  service 102,  915-917,  961,  996-998,  1001 

failure  of  operator  to  respond  to,  causes  unsatisfactory  service 
595-598 

ALLIANCE,  NEBRASKA: 

substitution  of  metallic  circuits  for  grounded  lines 873 

ALLOWANCES.     (See  Valuation  of  Property.) 

AMORTIZATION    1146-1147 

accounts,  items  chargeable  to 931 

bonds,  discount  on 258,  1105.  1109 

brokerage  included  with  bond  discount  for 245,  248-249,  254-255 

consolidation,  cost  of,  should  be  taken  care  of  by 662,  6S7 

depreciation,  accrued 1052,  1060 

difference  between  sale  price  and  par  value  of 

refunding  bonds 931,  934-935 

fund  accumulated  to  reduce  company's  obligations  before  bond 

issue  is  authorized 494,  S29-53D 

(See  also  Depreciation.) 

ANNUAL  RENTALS.    (See  Rentals.) 

ANTI-MERGER  LAW: 

bond  issue   involving  violation  of 756-759 

ANTWERP,  NEW  YORK: 

certificate  to  exercise  franchise 273-277 
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APACHE.  OKLAHOMA: 

rate  increase  denied 59-63 

APARTMENT  HOUSES: 

rate* 901 

extension  telephones  318 

flat  317 

measured  318 

APEX,  NORTH  CAROLINA: 

rates  936- 

APPEALS: 

municipal  ordinances,  from,  commission  has  no  power  to  pass 

upon  919-926 

APPRAISAL.    (See  Valuation  of  Property.) 
ARIZONA— CORPORATION  COMMISSION: 

jurisdiction  over  rates  of  public  utilities 699,  706 

ASSESSMENTS: 

stockholders,  rates  substituted  for .' 113-116,  962-963 

ASSETS: 

copies  of  reports  of,  to  be  filed  with  coinmisston 347-348 

AURORA,  OREGON; 

withdrawal  from   territory  by  one   company  i 

other .' 

AUTOMATIC  SYSTEMS: 

consolidation  with  manual  systems 134,  1S7,  163-164,  176-180 

rates,  toll 624,  635,  637.  639 

service  166,  176-:80 

zones,  difficulties  of  operation  in  system  of 166 

AUTOMOPHONE  TELEPHONES: 

rates    538 

AUXILIARY  SERVICE: 

rates,  higher  than  regular 731 

(See  also  Break-Down  Service.) 
BAD  DEBTS: 

allowance  for  714,  813,  823 

in  operating  expenses 636,  638,  891,  1144-1146 

BALANCE  SHEETS: 

filed  with  commission 1 658,  733-737 

BEATRICE,  NEBRASKA: 

consolidation  of  exchanges  and  revision  of  rate  schedules.  .898-908 
BELLS: 

alarm,  for  nfeht  service 102,915-917,  961,  996,998,  1001 

failure  of  operator  to  answer,  causes  unsatisfactory  service 

595-598 

extension,  rates 87,  89,  316,  538,  579,  884,  894,  898,  901 

night.     See  alarm,  supra. 
BENNINGTON,  VERMONT: 

location  of  poles  in  streets 80^ , 

iii  ^ ■■■■'■- ^ cV^ 
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BETTERMENTS: 

ability  of  acquiring  company  to  make,  considered  in  approval  of 

sale  of  property 462.  465-466,  471 

accounts     184 

issue   for    SS9-S65 

refunding  of  obligations  incurred  in  making 493-530 

sale  for SS9-S6S.  567 

chargeable  to  capital  accounts 1011-1012.  1014,  1016 

depredation  fund,  made  from 152 

estimates  of  proposed,  to  be  furnished  commission 444-445 

improvement  of  service,  increase  of  rates  upon 325-329 

lessor  to  make 5,  7 

proposed ; 

included  in  valuation    1143 

obligation    of   utility  to   give   proof  that    they   have    been 

made 675.  fiffl 

replacements  and  '  renewals   compared   with   permanent 512-516 

should  pay  carrying  charges 464 

stock   issue    for 

269-271,  352-354,  561,  861,  1011-1017,  1084,  1086-1089,  1097-1098 

or  refunding  coupon  certificate  issue  for 1084,  1086-1089 

(See  also  Extension  of  Lines.) 
BILLS: 

deposits  for  guaranty  of  payment 727,  729,  752-753 

inclusion   of  tenants'   consumption  in   proprietor's,   to   give   pro- 
prietor lower  rates 1150-1152,  1154-1162 

rates  in  advance,  penalty 309-311.  322 

refusal  of  service 939 

at  regular  rates ^ 837-839 

switching  service,  for.  rendered  to  whom 417.  425 

uncollectible 636.638,  714,  813,823,891,  1144-1146 

BLANKS: 

notice  of  extension  of  lines 648 

reports  of  accidents 336 

BOARDING  HOUSES: 

rates  317-318,  704,  900-901 

BONDHOLDERS: 

consent  to  additional  Issue  of  bonds 203-204 

BONDS: 

basis   of  purchase   or   exchange   of  outstanding 931,934-935 

commissions,  agents',  upon 209,  215-219.  222,  224.  226.  228-229 

considered  in  valuation 209,  212,  214-215,  1067-1069 

not  considered   149-150 

defined    149-lSO 

discount  on: 

amortization    258,   UOS,  1!W 

brokerage  included  with,  for  araortiiation. .245,  248-249,  254-255 


SUBJECT  INDEX. 

BONDS— Continued ; 

exchange,  basis  for,  of  outstanding 931,  934-935 

guaranteed  by  holding  company 213 

interest     (See  Interest:  bonds.) 
issue : 

acquisition  of  property 203-2M,   llOS-1111 

company  whose  prospects  are  doubtful,  disapproval  of, 

1106,  UlO-1111 
reimbursement  of  income  for  previous  expenditures  and 

for  extensions  and  betterments  and 202 

additional,  consent  of  bondholders  for 203-204 

amortization   fund  accumulated  to  reduce  company's  obli- 
gations before  authorization  of 494,  S29-S30 

approval    of,    should    be    guaranty    of    company's    financial 

standing    661-662,  670,  672-673 

betterments,    for    559-565 

collateral,  use  as 204-20S,  522-525,  1091,  1093,  1095,  1105,  1109 

for  guaranteed  bonds 349 

order  for,  modified 567-568 

consolidation    785 

and  extensions  and  betterments ,..559-565 

duplicated  plant  excluded  from  valuation 201-202 

construction    465-466 

and  financing  of  plant 244-261 

holding  company,  to,  for  guaranty  of  bonds 213-214 

limited  to  amount  of  paid-up  stock 1113,  1120 

money  market,  condition  of,  considered  in  authorizing.  .441,  443 

per  cent  of  construction  cost  permitted  in 465-466 

powers  of  commission  regarding 232-233,  670,  672-673 

prior  to  public  utilities  act  but  before  any  money  had  beea 

paid    1091-1096 

purchasing  stock  of  another  corporation,  approval  denied, 

7S6-7S9 

refunding   of    obligations 493-530 

outstanding  bonds 931 

reorganization  of  insolvent  corporations,  for,  limited. ..  .204-205 
value  of  property  to  be  acquired,   considered  in  authoriz- 
ing     1105,   1107-1111 

violation  of  law 646-648,  7S6-7S9 

refunding,  exchanged  for  underlying,  exchange  taken  as  basis  of 

outstanding  bonds   931,  934-935 

replacing  loan  of  bonds  deposited  as  security 14-17 

sale: 

accounts  to  be  kept  of  proceeds  from 445-446 

agents'  commissions  209,  215-219,  222,  224,  226,' 228-229 

approval  of,  to  another  company 363-364 

at  80%' of  par 1105,   1109 

at  92^%  of  par ,. . .,..,..  i^. ,; ; ;  .34^ 

T  O 
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BONDS — Continued: 
sale — continued : 

at  94^%  and  94^%  of  face  value 202 

at  97J4?&  of  par 441-446 

at  not  less  than  80%  of  par 1091,  1093,  1095 

at  not  less  than  83  1/3%  of  par  and  accrued  interest 931-932 

at  not  less  than  90%  of  par 560-561 

at  not  more  than  100%  of  par 931,  934 

«t  75%  of  face  value 244.  260 

betterments,   for   559-565,   567 

expense  212-215 

extension  of  lines 1091,  1093,  1095 

financial  condition  of  utility  considered  in  allowing 443 

proceeds: 

betterments  and  additions 441-446 

subject  to  approval  of  commission 567-568 

overdue  Uxes  349-350 

reports  261.  445-446,  565,  93S.  1095 

underlying,  difference  between  purchase  price  and  par  value  of, 

charged  to  capital  accounts 931,  934-935 

value: 

market  value  considered  in  valuation  of  property..  ..70S,  710-713, 

716,  TZi 
relation  between  value  of  property  to  be  acquired  and, 

llOS,  1107-1111 
(See  also  Capital  Stock;  Capitalization;  Mortgages;  Notes; 
Securities.) 
BOOK  VALUE: 

as  basis  for  valuation,  not  taken  as 142-143,  679-680 

conddered  in  making  valuation  of  property 890 

plus  cost  of  improvements,  as  basis  for  valuation 877.  880-881 

BOOTHS: 

location  of,  to  maintain  privacy 996-997,  999-1001 

sound-proof  telephone,  installed  for  telegram  toll  service 305-306 

BRANCH  EXCHANGES: 

rates,  flat  316-317 

measured  318 

stations 166,  169-170.  176,  183-184 

trunk  lines 166,  169-170,  176.  183-184,624 

BREAK-DOWN  SERVICE  295-299 

connection  may  be  made  without  stock  ownership.. .464-465,  470-471 

discontinued,  violation  of  contracts,  for 480-493 

rates  higher  than  ordinary  for 731 

BROKERAGE   743-744,  747 

capitalization,  not  approved 244,  248-249,  254-255 

included  with  bond  discount  and  amortized 245,  248-249,  254-255 

BROOKINGS,  SOUTH  DAKOTA: 

toll  rates  between  White  and 609-612 

BROOKLYN,  NEW  YORK: 

rate  reduction  for  gas  service 1123-1149 
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BUENA  VISTA.  CALIPORNIA: 

franchise    limiting    power    of    commission,    approval    withheld, 

pending   amendment    1099-1102 

BUFFALO,  NEW  YORK: 

reduction  in  electric  light  and  power  rates 277-286 

BUILDINOS: 

reproduction  cost,  new,  considered  in  valuation  of  property, 

513-514,  516-517 
BURBANE,  CALIFORNIA: 

certificate  to  exercise  franchise 203 

BURLINGTON,  NORTH   CAROUNA: 

rates  for  591-593 

BUSINESS: 
amount  of: 

basis  for  rates 838-839 

not  used  as 609,  611-612 

considered  in  fixing  toll  rates 544,  556 

esublishing.  cost  capiulized 245,  255-257,  261 

(See  also  Rates.) 
BUSINESS  TELEPHONES: 

defined  572 

CABLES: 

aerial,  construction  to  eliminate  dangerous  wire  conditions 47-48 

CALIFORNIA— RAILROAD  COHHISSION: 
jurisdiction: 

certain  matters  connected  with  dissolution  of  combinations 

in  restraint  of  trade 186-194 

renewal  of  short  tenn  promissory  notes 1040-1044 

sanitaiT  and  police  regulation  of  public  utilities  not  within, 

1037-1040 

valuation  of  property  within 209-210 

surrender  to,  of  municipal  regulatory  powers 195 

CALL  WORDS: 

used  instead  of  numbers  for  telegraph  companies,  forbidden.. 870-871 
CALLAWAY,  NEBRASKA: 

changes  in  toll  rates 886 

CALLS: 

excess,  rates 316,  318 

(See  also  Messages.) 
CANADA: 

telegrams  in  Japanese  language,  rates  for  transmission 119-128 

CANCELLATION.     (See  Contracts;  Rates;  Schedules.) 
CAPITAL  ACCOUNTS: 

difference  between  purchase  price  and  par  value  of  underlying 

bonds,  chargeable  to    931,  934-935 

extensions  and  betterments  chargeable  to 101 1-1012,  1014,  1016 

items  chargeable  to  349-350,  494,  506-508,  515-516 

renewal  and  replacement  expenses  not  properly  chargeable  to, 

494,  506-508,  515-516 
statement  of  investments  required  by   commission 659 
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CAPITAL  STOCK: 

acquisition  by  another  company,  approved 345-346,  4S(M79 

bond  issue  limited  to  amount  of  paid-up 1113,  1120 

considered  in  valuation 209.  212,  1049,  1067-1069,  1131 

not    considered    149-lSO 

control  through  ownership  of,  without  consolidation,  effects  of, 

466-468 
dividends,    distributed    in    lieu    of    moneys    expended    for    ex- 
tensions and  betterments 54-55,  390-392 

information  as  to,  required  by  interstate  commerce  commission, 

655-657 

acquisition  of  property 203-204,   1064-1090 

approval  of,  should  be  guaranty  of  company's  financial  stand- 
ing   661-662,  670,  672-673 

consolidation  and  extensions  and  betterments,  for 

559-565,  874-875 
construction   SftS 

and  financing  of  plant 244-261 

directors,  to,  not  subject  to  approval  of  commission 1085 

extensions; 

and  betterments,  for 269-271,  352-354,  561,  861,  1011-1017, 


and  difference  in  cost  between  old  and  new  equipment, 

1097-1098 

in  lien  of  unauthorized  stock 861-862 

new  stocic  to  rank  pari  passu  with  old lOII,  1016 

payment  of  property  and  for  additions 1084-1090 

powers  of  commission  over 232-233,  670,  672-673 

promotion   expenses,   for 1084-1(^,   1089 

refunding  of  obligations: 

and   extensions  and  betterments 352-354 

and  payments  upon  lease 48-49 

reorganization  of  insolvent  corporations,  for,  limited 204-205 

sanction  of  purchase  of  property  not  to   be  grounds   for 

claim  for  right  to 461 

validation  of  unauthorized 46-49,  377-378,  861-862 

violation  of  law 646-648 

minority  stock,  to  be  purchased  on  demand,  at  stipulated  price, 

452,  456,  461 

pledged  as  collateral,  not  to  be  lien  on  property 442 

preferred: 

acquisition  of,  by  another  company,  approved 450-479 

defined  150 

issue  for  payment  of  outstanding  liabilities  and  for  exten- 
sions and  betterments 101M0I7 

at  par  1011,  1014,  1016 

reports  of lOlS,  1017 

pro  rata  sale  to  stockholders 1011,  1014-1015 
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CAPITAL  STOCK— Continued: 
sale; 

account  of  proceeds,  kept 445-446 

approval  of  345-346 

another  company,  to 363-364 

competing  companies  to  outside  corporations 450-479 

at  55.64%  of  par 452 

at  not  less  than  par 560,  874,  876,  885,  1084-1087.  1089 

at  par  value  244.  260,  270 

at  76. 13%  of  par 452 

consolidation  and  extensions,   for .....874-675 

expense   212-215 

financial  condition  of  purchaser  considered.  .454-459,  465-466,  471 

holding  companies,  to 263-271,  756-759 

refunding  notes    875-876 

reports  55,  26!,  354,  44S-446,  565,  875-876,  885,  1015. 

1017,  1088,  1090 

required  to  dissolve  combination  in  restraint  of  trade 186-194 

unauthorized,  replaced  by  authorized 48-49,  377-378,  861-862 

value,  considered  in  valuation  of  property 705,  710-713,  716,  733 

(See  also   Bonds;   Certificates;   Mortgages;   Notes;   Securities.) 
CAPITAL.     (See  Working   Capital.) 
CAPITALIZATION: 

brokerage,  not  approved 244,  248-249,  254-255 

consolidated  company,  of,  not  to  exceed  combined  capitaliza- 
tion  of   separate   companies 1020,    1024 

current    funds,    to    be    used    to    finance   new    investment    prior 

to  making  permanent  provision  for 461 

earning  power  as  basis  for,  not  approved 203-204,  245,  250-251 

establishing  business,  cost  of 245,  255-257,  261 

going  value  , 245,  255-257,  261 

inflated: 

for  reorganization  of  insolvent  corporations,  not  approved, 

204-205 
responsible  for  companys  failure  to  set  aside  depreciation 

reserve  664,  679 

utility  not  entitled  to  return  upon 201-202 

interest  accumulated  during  bankruptcy,  of,  not  approved... 204-205 
junk,  of,  inclusion  of  duplicated   plant  in  valuation   for  bond 

issue  to  consolidate  properties  regarded  as 201-202 

over-capitalization.    See  inflated,  supra. 
replacements: 

difference  between   cost  of  old  property  and 1097-1098 

not  allowed  in  valuation  of  property 494,  506-508,  515-516 

restriction  of,  within  authority  of  commission. ..781-782,  791-792 

working  capital,  allowance  for 135,  144-145,  248 

5%  of  reproduction  cost,  new,  deemed  reasonable 135,  144 

(See  also  Bonds;  Capital  Stock;  Certificates;  Financing;  Hortgages; 
Notes;  Securities.) 
CARRIERS,  COMMON.    (See  Common  Carriers.)  ^-^^^ 
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CERTIFICATES: 

excess   charges,   showing,  given   pending  appeals   from    orders 

fixing  rates  284-285,  649,  651 

public  convenience  and  necessity 203,  313 

extension   of  lines  into   territory  not  completely  occupied 

or  not  adequately  served  by  existing  utility 206-20B 

granted  to  second  company  for  operation  in  territory  from 

which  existing  utility  withdraws 533-537,  853-857,  949-950 

granting   of,   not   necessarily   approval   of   applicants'    rate 

schedule  S37 

operation  of  a  mutual  company  without 339-340 

priority  of  service,  and  reasonable  time  allowance  to  supply 

adequate  service  273-277 

reatonable  time  allowance  to  complete  project  for  which 

granted  206-208 

second  company: 

ability  to  give  adequate  service  at  a  less  rate  than  ex- 
isting utility,  to  be  shown 21^ 

denied  admission  to  territory  when  not  required  by.. 262-263 
seeking  to  enter  territory,  examined  as  to  fulfillment  of 

■dnty  in  territory  already  served 206-207 

when  existing  utility  is  willing 308-310,  313 

refunding  coupon,  proceeds  of  sale  for  additions 1084,  1086-1089 

CBSTOS,  OKLAHOMA: 

utility's  obligation  to  give  service 598-599 

CHADRON,  NEBRASKA: 

farm-line  rates   5S2 

CHANDLER,  OKLAHOMA: 

electric  light  and  power  rates  for  occasional  service 295-299 

CHANGES.     (See  Rates.) 
CHARTERS: 

copies  of,  to  be  filed  with  commission 347-348 

fulfillment  of  obligations,  order  of  commission  requiring 448-450 

CIPHER: 

language,  defined   121-122 

messages  in  Japanese  language  transmitted  in,  rates 119-128 

CLASSIFICATION: 

approval  of  system  of 568-569,  571-574,  866 

extension  telephones  938-939 

rates: 

should  be  made 950,  952-953 

two  classes  deemed  sufficient 59 

CODE: 

language,  defined 121 

messages  in  Japanese  language,  transmitted  in,  rates 119-128 

CODE  RINGING: 

party-line   rates    869 

CQIN-BOXES: 

a  316 
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COLLATERAL  SECURITY: 

bonds  used  as 204-205,  1091,  1093,  I09S,  llOS,  II09 

for  guaranteed   bonds 349 

order  for,  modified S67-S68 

replaced    14-17 

pledged  for  notes,  list  of,  to  be  furnished  commission 443-445 

stock  pledged  as,  not  to  be  lien  on  property 44Z 

COLLATERAL  UNDERTAKINGS: 

operating  expenses,  part  of,  chargeable  to 230 

refund  of  chaises  in  excess  of  reduced  rates  for  service  given 
by    195-201 

COLLECTIONS: 

excess,  from  unauthorized  rate  increase,  refund  for, 

599-601,  701,  722,  725,  849 
discount  for  payment  in  advance  diminishes  expenses  of. 309.  311,  907 

payment  in  advance  diminishes  expenses  of 620-621 

undercharges,  rates  less  than  scheduled 701,  724,  849 

COMANCHE,  OKLAHOMA: 

adequate  service  at  reasonable  rates,  required 595-598 

COMBINATIONS  IN  RESTRAINT  OF  TRADE: 

competition  vs.  monopoly 474,  479 

dissolution  by  sale  of  capital  stock  of  competitor .186-194 

COMMISSION  EXPENSES  437,  727,  750.  1019 

COMMISSIONS: 

bond  agents  209,  215-219,  222,  224,  226,  228-229 

brokers    516,  743-744,  747 

interline  messages. 4,  6,  8,  11-13,  91,  103,  107-108,  111,  302-304,  308,  310- 
311,  355,  358-359,  397^00,  537,  855-856,  913-914,  966-967,  969-970,  973 
(See  also  Toll:  interline.) 

COMMON  BATTERY  SYSTEM: 

rates,  farm-line  169-170,  183-184 

(See  also  Grounded  Line  System;  Metallic  Circuit  System.) 

COMMON  CARRIERS; 

defined    665 

(See  also  Public  Utilities;  also  names  of  various  carriers.) 

COMMON  LAW: 

utility  can  accept  or  refuse  business  under 837,  840-841,  843 

COMPETING  COMPANIES: 

consolidaUon  29-32,  201-202,  781-835 

controlled  by  same  company,  lease  of  lines  by  one  to  the  other, 

not  approved 1025,  1027 

discrimination  in  rates  between 837-840,  844 

extension  of  lines  into  territory  already  served,  subject  to  author- 
ity of  commission 646-647 

gas  and  electric  companies  considered  as 450,  455-456,  473-479 

lease  of  lines  by  one  company  to  another,  not  approved..  .1025-1030 

lines,  joint  use  of 187,  189,  191-194 

municipal  franchises  granted  to,  not  approved  by  commission. 367-373 

"  — a- 
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COMPETING  COMPANIES— Continued 
physical  connection: 

discrimination    105-106 

local  messages,  for,  not  compellable 311-312,  584-585 

with    toll    lines: 

only  one  connected 394-395 

required 375 

private  plants  supplying  commodity  to  neighbors  considered, 

480,  486~4SS.  491 
protests  against  extension  of  lines  by,  notice  to  com-nission 647 

discrimination  between  83;-840,  844 

one  company's,  less  than  cost  of  service  to  drive  competitor 

from  field    416 

right  of  one  company  to  supply  commodity  to  be  used  in  terri- 
tory of  another  '. 1034,  1036 

subsidiaries  of  same  company  operating  in  same  territory,  not 

held  to  be 488-489 

under  same  ownership 450-479 

COMPETITION: 

considered  in  authorizing  issue  of  securities  for  reorganization 

of  insolvent  corporations 205 

contracts  in  restraint  of,  not  approved 604-605 

contrary,  usually,  to  public  policy 781,  789-790 

invasion  of  occupied  territory  by  outside  company..  .367-376,  646^7 
promise  to  refrain  from,  not  sufficient  reason  for  granting  tower 

rates  to  proprietors  of  large  buildings 1157-1158 

regulation  preferable  to.  ...262,  373-374,  474-479,  700-701,  708,  716,  720 

rates  less  than   cost  of  service   to  drive  competitor  from 

field    416 

rural  and  toll  lines  giving  free  local  service 396-397 

*    (See  also  Dual  System  of  Telephones;  Public  Convenience  and  Ne- 
cessity.) 
COMPETITOR: 

defined   481,  486 

COMPTOM,  CALIFORNIA: 

withdrawal   of   one    telephone   company   and    establishment   of 

another  853-857 

CONCESSIONS.     (See  Rates.) 
CONDUITS: 

jointly  used,  supplied  by  municipality 129-130 

(See  also  Underground  Lines.) 
CONGESTION: 

extension  of  lines  to  relieve 761-764 

CONJUNCTIONAL  SERVICE 480-481,484-485,  492, 

1150-1152,  1154-1155 
CONNECTICUT—PUBLIC  UTILITIES  COMMISSION: 

jurisdiction  over  extension  of  lines 760,  762-764 
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CONNECTING  COMPANIES: 

control  of  one  company's  operators  by  the  other,  forbidden  .964-966 
(See  also  Physical  Connection.) 
CONSENTS: 

owners,  cost  of  obtaining,  allowed  in  valuation 514-516,  518-520 

CONSOLIDATION: 

advantages  arising  from,  excluded  from  valuation, 

290-291,  727,  750-751 

approval  of  565-566,  8S7.e60,  862-864 

bond  bsue  for 441-446.  559-565 

acquisition  of  more  than  20^  of  another  company's  stock, 

not  approved  756-759 

duplicated  plant  eliminated  in  valuation  for 201-202 

capitalization  of  consolidated  company  not  to  exceed  combined 

capitalization  of  consolidated  companies 1020,  1024 

compared  with  intercorporate  holdings 471-473 

competing  companies  29-32,  201-202,  781-835 

cost,  amortization  should  take  care  of 662,  667 

dual  system  of  telephones,  of,  eliminates  expense  and  incon- 
venience   888-889,  893-894 

duplication  eliminated  by 468-469 

exchange: 

automatic  and  manual 134-165 

rate  increase  upon 888-908 

gas  and  electric  companies 450-479 

information  as  to,  required  by  interstate  commerce  commission. .  .656 

no n- competing,  contiguous  lines 1020-1024 

parallel,  connecting  lines,  approved  when 29-32 

rates,  existing,  to  be   maintained  after 446-447 

same  facilities  for  connections,  toll,  etc.,  after 559,  561-562 

stock  issue  for  extensions  and 559-565,  874-875 

CONSTITUTIONALITY.    (See  Laws.) 
CONSTRUCTION: 

capiulization     244-261 

cheap,  causes   poor  service 915-916 

completion  of,  and  operation  of  line,  commission  may  require. 448-450 
cost: 

account  of,  must  be  kept 975,  977,  987 

considered  in  valuation.. .  .209,  212-213,  496-497,  517,  625,  628, 

630,  1067 

farm-lines,  how  paid 361 

relation  to  bonds  issued 465-466 

&ulty,  underground  and  aerial  cable  conitruction  required  to 

eliminate    47-48 

franchise  preserved  by  certain,  within  city 208 

high  tension  lines,  specifications  for 386-387 

interest  during: 

allowance   for... 96,   135,  209,  212,  216,  219,  222,  224.  226,  228- 

229.  248,  261,  663,  682,  688-690,  692,  715,  742,  747,  783,  800,  8!5, 

899,  903,  1141 
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CONSTRUCTION— Continued ; 
interest  during — continued: 

not  made  623.  fi2M» 

9%  allowance  S16,  SlfrSaj 

3%  allowance  102 

local  lines,  municipal  pennbaion  for,  required J70-J71 

new,  bond  issue  for 441-« 

piecemeal,  allowance  for lUl 

provision  for  future,  a  saving  on  costs  of 135,  139,  HS-l* 

tafe,  factors  in,  for  high  tension  lines 384,  3BSJ87 

stock  issue  for   SS 

financing  of  plant  and Z44-2H 

taxation   during    lUl 

toll  lines: 

permission  of  municipal  corporations  not  requisite  for... .36^^ 

route,  municipal  corporation  must  designate M 

(Sec  also  Engineering;  Lines;  Plant;  Repairs;  Replacements.) 
CONSUMPTION: 

inclusion  of  tenants',  in  proprietors',  to  secure  tower  rate,  deemed 

discriminatory  1150-1152,  llS4-llfl 

CONTINGENCIES: 

allowance  for. .  .96,  135,  228-229,  248.  261,  663.  682,  691,  747,  783.  MO- 
801,  815,  899,  903,  1052,  1133, 1141 

5%  1076,  lOBMtK 

not  made  623,  6&iS 

CONTINUOUS  SERVICE.     (See  Service.) 
CONTRACTORS: 

profits  135,516,1133 

no  allowance  for 741-742,  783,  811-812, 81i 

CONTRACTS: 

break-down  service  discontinued  for  violation  of 46(M9} 

competition,  restraining,  not  approved 6044)3 

control  of  one  company's  operators  by  a  connecting  companTi 

disapproval  of   964^*6 

copies  of,  filed  with  commission 347-J48,  974,977,9^ 

exclusive,  for  use  of  lines  and  terminals 187.  189,  19Z-19' 

exbting,  continued  in  force  after  purchase  of  property 559,  ^ 

free  or  reduced  rate  of  service  for,  filed  for  approval 8-" 

interchange  of  service,  agreement  in  restraint  of  competition,  not 

approval    »^«6 

issuance  of  notes,  relating  to.  copy  to  be  furnished  commis- 
sion     443445 

joint  toll,  approval  of  commission  withheld    382-3S3 

joint  use  of  poles 5? 

rates,   fixing    2X 

based  on  amount  of  business 838^ 

discrimination  between  old  and  new  subscribers 431-433 

expiration,  rates  increased  to  standard,  upon ^^ 

measure  of  rates  to  be  fixed,  taken  as "' 

subject  to  authority  of  commission...: 230^ 

with  municipal  corporations t.^.-.^SS-JS 
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CONTRACTS— Continued : 

reduced  rates  for  rights  of  way,  providing,  discriminatory. ..195'201 

service,  increase  in  rates  after  signing 331 

subscribers: 

affected  by  commission  orders 279-280 

free  or  reduced  rate  service,  for,  filed  for  approval ;8-n 

yearly    167 

less  than,  cost  of  installation  paid  by  subscriber. 167,  170,  184 

switching  service,  for 964-966 

telegram  toll  service  341-344 

termination    432 

toll  agreement,  joint,  approval  of  commission  withheld 382-383 

unexpired,  not  affected  by  rate  increase 436-43? 

CONVEYANCES: 

in  fee,  long  term  leases  equivalent  to 1112,  1116 

CO-OPERATIVE  ASSOCIATIONS: 

discrimination  in  rates  between  members  and  non-members.  .950-954 
(See  also  Mutual  Companies.) 
CORPORATIONS: 

insolvent,  issue  of  securities  for  reorganization,  limited 203-205 

(See  also  Municipal  Corporations;  Public  Utilities;  also  names  of  util- 
ities.) 
COST: 

consolidation  of  automatic  and  manual  systems 163-164 

construction: 

accounts  of,  must  be  kept 975,  977,  987 

considered  in  valuation  of  property..  .209,  212-213,  496-497,  517, 
625,  628,  630 

'  provision  for  future,  saving  on 135,  139,  14S-146 

relation  to  bonds  issued 465-466 

defined 700,  708 

equipment: 

considered  in  fixing  rates 296,  298,  628,  630,  633-634 

difference  between  cost  of  old  and  new,  capitalized 1097-1098 

establishing  business,  capitalized 245,  255-257,  261 

extension  of  lines: 

considered  in  valuation 497-498,  726,  740,  745 

farm-lines 99-100 

offset  by  increased  revenues 90 

brm-lines,  by  whom  borne 361 

"field  cost,"  considered  in  valuation  of  property 516 

financing  743-744,  747 

franchises,  securing,  allowance  for. 496,  513-515,  517-518,  520,  712,  715 

not  made  726,  742-743.  899,  903 

installation: 

equipment,  of,  paid  by  subscribers  when 167,  170,  184,  287-289 

instruments,  and  removal  cost,  factors  in  fixing  rates 586-590 

meters  290,  293 

paid  by  subscriber  when 231 
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COST — Continued : 

moving  wires,  borne  by  comp^inieB +35 

new,  capitalization  of  diSerence  between  cost  of  equipment  and, 

1097-1696 
original: 

considered  in: 

authoriiing  bond  issue 1094 

fixing  rates  lOSO,  1131.  1135,  1139 

valuation  of  property. .  .209,  211-212,  216-219,  224,  228-229, 

496-497,  513,  516-517,  700,  705,  708-709,  729,  782,  792-795. 

797,  809.  819,  821-822,  1065.  1067.  1070-1071,  1081-1083 

defined  209,  216,  1065 

duty  of  commission  to  ascerUin  662,  667-668 

owners'    consents,    obtaining 514-516,    518-520 

physical  connection,  making,  paid  how 106,  111 

pUcing  aerial  lines  underground  borne  by  company 1007-1009 

plant,  per  telephone 147 

reproduction,  new: 

as  basis  for  rates 60 

considered  in: 

authorizing  bond  issue   .' 1094 

stock  issue  874.  876 

computing  depreciation    632 

extending  lines   90.  96 

fixing  rates 662-663.  682-686,  692-695,  877,  88(V88I,  888, 

890.  893,  895,  898,  902,  904,  955,  958,  1050-1054 

valuation  of  property 209,  211-212,  216,  219-225.  228-229, 

513-520,  690-691,  701,  706,  708,  711,  715.  718-720,  725-726,  747, 

749,  782,  792-795,   798-803,  806-822,    1064,    1067.    1071-1077, 

1081-1083.  1135-1137,  1142 

defined    219.    1065 

minus  deprecUtion  782,  794.  801-802,  806-807.  809,  816 

accepted  as  present  value.  .209,  225-229.  1066.  1077-1083,  1105, 

1108 
as  basis  for  rales. ..134,  139-154,  161,  662-663,  668,  682-686, 

692-695 
service: 

considered  in  fixing  rates..  .365-366,  586-590,  878,  880^1,  S83, 
888,  890-893.  895,  909-912.  969,  972 

valuation  of  property 729,  739.  750 

less  than  cost,  unjustifiable 699,  721 

per  instrument  154-159 

toll  message,  per ._^ 84.  86 

toll   lines,   construction 100 

as  measure  of  value 140.  147,  220,  623,  629-630,  725.  729, 

782,  811,  1133 

disapproval  of  prices  used 661-663,  681,  692-695 

operating,  effect  of  salary  increases  upon 158-159 

(See  also  Expenses.) 
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COUPON  CERTIFICATES: 

refunding,  sale,  proceeds  for  additions  to  plant 1084,  1086-1089 

(See  also  Bonds;  Capital  Stock;  Notes;  Securities.) 
COUNTY  SERVipE: 

rates    166 

CREDIT: 

extension  of,  same  to  farm-line  and  exchange  subscribers..  .607-608 
CROSS-TALK.     (See  Electrical  Interference.) 
CROSSINGS: 

elimination    of    grade,    changes    in    wire    construction    necessi- 
tated by  1007-1009 

CURRENT  EXPENSES.     (Se«.  Expenses.) 
DAMAGES: 

accidents,  from,  report  of  estimation  of 336,  338 

10%  allowance  for  legal  expenses,  consents,  insurance  and. .516-517 
DAVEY.  NEBRASKA: 

rates  tor  ten-party  service 908-909 

DAY  OFFICES: 

supplemented  by  night  telegram  toll  service 341-343 

DEAD  WIRES: 

ntiliraaon  of    91,  102 

DEBTS: 

bad,  allowance  for 636,  638,  714,  813,  823,  891,  1144-1146 


entail  hazard  to  corporation's  solvency 790 

interest  on    97-98 

property,  on,  subject  to  approval  of  commission 1113,  1120 

refunding;  of.    See  Bonds:  issue;  Capital  Stock:  issue. 
See  also  Encumbrances. 
DEFINITIONS: 

bonds  14>H50 

business  telephones  572 

cipher  language  121-122 

code  language   121 

common   carriers    ., 665 

competitor   481,  486 

cost  700,  708 

depreciation    623,  632 

electrical  corporation   488 

exchanges  6S7 

extension  telephones  S69.  576,  938-939 

going  value  823-824 

intercommunicating  system   317 

maintenance    623 

original  book  cost 1065 

original  cost  216 

permanent  injuries  337 

plain  language    121 

preferred  stork  130 

present  value  225,  700,  708,  1065-1066 
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DEFINITIONS— Continued: 

private   branch   exchanges 317 

public  utilities    928 

receiving  lines  315 

reproduction    coat,   new 209 

reproduction  value  1065 

residence  telephones  572 

rural  telephones  572 

semi-mutual  companies 399 

sending  lines   31S 

stock    149-lSO 

preferred    f. 150 

suburban  telephones  315 

telephone  companies  71 

telephone   stations    65S 

through  line  or  system .- 369 

DEPOSITS: 

extension  of  lines  of  gas  companies,  for 773,  776,  778 

guaranty  for  payment  of  bills 727,  729,  752-753 

meter  installation   1049 

DBPRECIATIOH  62 

accounts: 

items  debited  and  credited  to 956,  960-961 

record  required 975,  S>77,  967 

accrued: 

amortization  of 1052, 1060 

considered  in  valuation 1135-1136,  1138 

allowance  for  ...86,  111-112,  150-152,.  156,  215,  251,  255.  290-291.  S2ft, 

701,  708-711.  714-71S,  718-719,  725,  727,  729,  734,  746,  794,  80&-808,  816- 

819,  822,  834,  1050,  1124,  1135-1136,  1138,  1142,  1144,  1146,  1148 

not    made    623,    635 

should  be  made  1077-1078 

computed  by  annual  percentages  varying  with  different  items. 701,  718 
considered  in  authorizing  issue  of  securities-  for  reorganization 

of   insolvent    corporations W5 

defined    623,  632 

distinction  between  maintenance  and 623,  633 

estimated  differently  for  large  and  smaller  cities 140 

fund  for  1052,  1060,  1131 

company's  failure  to  set  aside,  due  to  over-capitalization. 664,  G9 

out  of  operating  expenses 7S 

used  for  extensions  and  betterments,  when  not  needed  for 

replacements    152 

loss  from  abandoned  plant  covered  by 700,  713-714,  722 

past,  cannot  be  charged  to  current  expenses 1124,  1146-1147 

rate    226 

8%  upon  reproduction  cost,  new,  sufficient  for  maiqtenance 

and    664,  696 

8.21%  deemed  abnormal 878,  882 
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DEPRECIATION— Continued : 
rate — Continued: 

4%  sinking  fund  method 806 

14%  allowed  for  interest  and 1 13-US,  649,  652 

9%: 

allowance  for  maintenance  and 878,  882-883 

upon  reproduction  cost,  new,  for  maintenance  and..  .134-135, 
.  153-154,   162,  174,  663-664,  685.  695,  888,  892-893,  896-897, 

906-907 

1%  estimated  for,  in  determining  capitalization 258 

7%  upon  reproduction  cost,  new 9S5-9S6,  959,  961 

7.5%  upon  investment  allowed 90,  96,  98-100 

6%: 

average  allowance  135,  lSl-152 

on  valuation,  exclusive  of  real  estate  and  plant  supplies, 

623.  631-634,  636 

or  7%  should  be  allowed  for 649,  653 

10%  upon  investment  allowed 298 

3%  upon  present  value 1060 

3.5%  allowance  for 727,  746 

20%  for  eight  years 1108 

2.5%  UOS.  1108 

rate  increase  to  secure  sufficient  revenue  for  interest  and 425-426 

real  estate,  no  allowance  for 623,  634 

reduction  of  dividends  to  restore   capital  impaired  by  failure 

of  company  to  set  aside  sufficient  fund  for 1124,  1146-1147 

regulation  covered  by  allowance  for 151-152 

replacements  charged  to  651 

reports    185 

sinking  fund  method  for  computing 1053,  1060 

straight-line  method  for  computing 225-226,  899,  906 

and  sinking  fund  method 1053 

treatment  in  valuation  cases  807-809 

(See  also  Amortization;  Life  of  Plant;  Reproduction  Cost;  Val- 
uation of  Property.) 
DESK  TELEPHONES: 

rates  ^ 61,  S3S-538,  651,863,  901 

same  as  wall  telephones,  should  be 59,  62 

(See  also  Portable  Telephones.) 
DESTRUCTION  OF  RECORDS: 

prohibited    660 

DEVELOPMENT: 

allowance  for  463-464,  468-469,  496-497,  515,  Sl7,    ■ 

519-520,  800,  815,  S23-824,  1141-1142 

interest  during  244,  248-249 

land  held  for  future,  included  in  valuation 1123,  1139-1141 

losses  during  24S,  255-257,  261 

provisions  for  future,  approval  of.. 623,  630,  700,  722,  726,  740-741,  773 
(See  also  Organization.)  i 
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DILLON,  SOUTH  CAROLINA: 

rate    increase   after  improvements   in   service  and    increase    in 

number  of  subscribers 602-603 

DIRECTORIES: 

advertising,  revenue  from  173,  883 

changes  upon  re- establishment  of  exchange  radius 40-41 

double  exchange  service  subscribers  listed  in 47 

entries  in,  showing  subscribers'  profession,  rates S68-570,  575-576 

names  of  two  parties  using  same  telephone,  listed  in. .  .* 582 

telegraph  companies,  call  numbers  instead  of  call  words  listed  in, 

870^1 
DIRECTORS: 

stock  issue  to,  not  subject  to  approval  of  commission 1065 

DISCONNECTIONS : 

cost,  factor  in  fixing  rates 586-590 

DISCONTINUED  SERVICE.     (See  Service.) 
DISCOUNT: 
bonds,  on: 

amortization  2S8,  1105,  1109 

brokerage  included  with,  for  amortization . .  .245,  248-249,  254-255 

payment  in  advance 182,  325-326,624,  637,  639,941 

diminishes  expenses  of  collections 309,  311,  907 

10%  allowance   607-608,  941 

prompt  payment 64,  409,  771-772,  899-900,  907,  975,  978,  987,  10*9 

allowed   until   specified   number  of  subscribers    have   been 

connected  602 

not  approved 309 

period  for,  extended S83-S84 

proportion  to  amount  of  gas  consumed 703,  771-772 

sale  of  securities,  no  allowance  made  in  overhead  charges  for. .135 

subscribers  Owning  instruments 362 

(See  also  Penalties;  payment  in  advance;  Rebates.) 
DISCRIMINATION: 

farm-line  and  exchange  subscribers,  between 607-609 

free  switching,  forbidden 410-413 

leases  for  exclusive  use  of  lines  and  terminals  deemed, 

187,  189,  192-194 

physical    connection,    between    competing   companies 105-106 

rates  S68,  571-572 

combination   for  business   and  residence   telephones  main- 
tained by  same  party 996,  1000-1001 

competing  companies  S37SW,  844 

contracts  providing  for  reduction  for  rights  of  way 195-2)1 

elimination  33ft-332,  865-866 

increase  or  reduction 8-11,  35-37 

to,  required  by  interstate  commerce  corn- 


large  and  small  users,  between II50-I162 

localities,  between  543-558 

members  and  non-members,  between 950-954 
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DISCRIMINATION— Continued : 
rate  s— co  n  tin  ued : 

new  subscribers  required  to  pay  measured,  instead  of  flat  .431-434 

prohibited  699,  703-70S,  72S,  728.  730-731 

same  for: 

business  and  residence  service 950,  952-953 

party-liae  and  individual  line  service 996,  998-999,  1001 

stockholders  and  non-stockholders,  between..  .111-112,  406-407, 
605-606,  962-963,  966,  968.  974,  976-979 

subscribers  and  non-subscribers,  between 609-611,  616-617 

toil  543-558 

charge  for  switching  service,  deemed 580-581 

refusal  to  give  service  does  not  involve,  when 773,  778 

free: 

exchanges,  between,  involves  no 950,  952-953 

interchange  between  companies 68-79 

involviog  no 355,  357-358 

toll,  to  farm-lines,  discontinued 90-91,  94-96,  101,  103 

in  favor  of  company's  own  subscribers,  forbidden 562-563 

installation  cost  paid  by  subscribers  deemed,  when 287-289 

interstate  service,  in  favor  of 234-243 

rules  regulating  free  municipal  service,  to  eliminate 847-848 

stoclcholders  and  non -stockholders 966,  968 

"telegram"  used  as  call   word   for  certain   telegraph   com- 
pany,  declared    870-871 

stockholders  and  non-stockholders,  between,  unlawful  .605-606,  617- 

620,  641-644 

toll  fee  to  non-subscribers  .not  deemed 406-407 

DISPUTED  BILLS.    (See  Bills:  non-payment.) 
DIVIDENDS: 

estimated  at  7%  in  determining  capitalization 258 

reduction  to  restore  impaired  capital 1124,  1146-1147 

7%  allowance  for 892 

6%  notes  distributed  in  lieu  of  moneys  expended  for  extensions 

and  betterments 390-392 

stock,  distributed  in  lieu  of  surplus  earnings  expended  for  ex- 
tensions and  betterments 54-55,  390-392 

stockholders  must  rely  upon,  for   return   upon   investment, 

617,  619-620,  641-645.  962-963,  968 

20%  on  present  value  deemed  excessive 955,  957-958 

2.5%  serai-annual   1116 

used  for  improving  property 784,  809,  834 

(See  also  Return  upon  Investment.) 
DIVISION  OF  TERRITORY.     (See  Territory.) 
DOCTORS: 

rates  for  business  and  residence  on  same  two-party  line, 

568-570.  572,  575-577 
residence  telephones  not  classified  as  business  telephones  when... 33 
DONATIONS:  ,  ,1 

paid  in  service 704    ' 
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DOUBLE  EXCHANGE  SERVICE: 

rates    ** 

toll,  not  to  be  charged  between  subscribers  to,  and  local 

subscribers    42-43,  47 

DRYDBN,  MICHIGAN: 

approval  of  rate  schedule 867-868 

DUAL  SYSTEM  OF  TELEPHONES: 

unified  system  preferable  to 138-139,  468-469,  888-889.  893^ 

(See  also  Competition.) 
DUPI^X    LINES.      (See    Party-Lines:    two-party;    Rates:    two-partr 

line.) 
DUPLICATION  COST.     (See  Reproduction  Cost) 
DUPLICATION  OF  PLANT: 

burden,    permanent,   upon   public 262 

consideration  against  competitive  service 374 

eliminated  in  valuation  of  conspjidated  properties: 

tor  bond  issue 201-202 

for  rate  increase 134,  139.  146-147,  161,  893-896,  898,  9ffi 

leaae  of  lines  causing,  not  approved 1025,  1DZ9 

(See  also  Dual  System  of  Telephones.) 
EARNING  POWER: 

capitalization  based  upon,  not  approved 203-204,  245,  25(^251 

EARNINGS: 

gross,  of  telephone  companies,  smaller  than  of  other  utilities 

in  proportion  to  investment 164 

surplus,  sum  from,  to  replace  like  amount  used  for  payment  of 

taxes    349 

(See  also  Revenues.) 
EASEMENTS.     (See  Franchises;  Rights'of  Way.) 
ELECTRIC  LIGHT  AND  POWER  COMPANIES: 

acquisition  of  stock  by  another  company,  approval 450.479 

area   of  supply  and   population,  considered  in  application  for 

sale  of    4SW60 

break-down  service    470-471 

certificate   for  extensions  into   territory  not  completely   occu- 
pied or  adequately  served  by  existing  utility 2O6-20S 

consolidation  of  competing  companies 781-835 

interference  with  telephone  service  on  grounded  rural  lines. 540-542 

rates  282-283,  770-772.  1O4S-I054 

discrimination  between  large  and  small  users 1150-1162 

estimated  in  determining  capitaliiation 258-2S 

minimum  charge  changed  to  yearly  instead  of  monthly 768 

occasional  service,  for 295-29J 

reduction    699-755 

when  unreasonable   277-286 

supply  of  current  to  competitor,  not  compellable 4SO-493 

valuation  for  capitalization  244-261 

ELECTRICAL  CORPORATION: 

defined    488 

*»•  '-  -■■■■■■■■■■- c>'^ 


SUBJECT  INDEX. 

MG* 

ELECTRICAL  INTERFERENCE: 

grounded  line  system  subject  to 540-542 

high  tension  lines  with  telegraph  wires 384-387 

ELEVATORS: 

grain,  rate  increase  allowed  because  of  inadequate  return 440-441 

ELLICOTT  CITY,  MARYI-AND: 

reduction  in   toll  rates  between   Baltimore  and 543-558 

EMERGENCIES: 
service,  in: 

discontinued  for  violation  of  contracts 480-493 

free,   from  mal  and  toll  lines 396-397 

provisions  for  464-465,  470-471 

EMERGENCY  SERVICE.     (See  Break-Down  Service.) 

EMPLOYEES: 

free  transportation  to  telephone 66 

personal  injuries  to,  report  to  commission  required 335-338 

rates    883 

responsible  for  accidents,  data  in  report  to  commission 337 

salaries,  considered  in  estimating  operating  expenses 636,  638 

service  free  to   975,  989 

(See  also  Officers;  Operators.) 

ENCANTO,  CALIFORNIA: 

increase  in  water  rates 230 

ENCUMBRANCES: 

property,  on,  subject  to  approval  of  commission 1113,  1120 

(See  also  Debts.) 

ENGINEERING ; 

allowance  for  ...96,  135,  209,  216-217,  219,  222,  224-226,  228-229,  248, 

261,  663,  682,  690,  692,  742.  747,  783,  799.  801,  815.  899,  903,  1052,  1081- 

1083,  1133,  1141 

not  made 623,  628-629 

10%  of  cost  of  labor  and  materials 663,  690-691 

office,  1%  allowance  for 516 

(See  also  Construction.) 

ENSENORE,  NEW  YORK: 

telephone  in  railway  station  discontinued 38-39 

EQUIPMENT: 

abandoned,  loss  due  to,  covered  by  depreciation  fund, 

700,  713-714,  722 

not  a  factor  in  valuation 726,  751-752 

age.  considered  in  valuation 1135-1137 

cost,  considered  in  fixing  rates 296,  298,  628,  630,  633-634 

defective,  accidents  due  to,  statement  of.  in  report  to  com  mission.  337 

furnished  by  subscribers,  rule  requiring,  unlawful 617-620,  641-644 

installation  cost  paid  by  subscribers  when 167,  170.  184,  287-289 

loaned  or  rented,  no  allowance  for 726,  741,  749 

old,  allowance  for 1138-1139 

stock  issue  for  replacement  of,  amount  permissible 1097-1098 

value  of,  considered  in  valuation  of  property 811,  813-819,  lOSO, 

U33-1138 
(See  also  Facilities;  Instruments;  Lines;  Plant.) 
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ESTABLISHING  BUSINESS: 

coat,  capitalization  245,  2SS-257,  261 

(See  also  Organization.) 
ESTIMATES: 

value    of    property,    of,    should    not    be    accepted    without    in- 
vestigation   662-663.  669-670,  6n 

EVIDENCE: 

insufficient,  in  rate  hearing 438, 

valuation  of  property  by  commission  considered  as 280;  286 

EXCESS  CALLS: 

rates  316,  318 

EXCESS  COLLECTIONS: 

receipts    showing,    given    pending   appeals    from    orders    fixing 
rates   284-285,  649,  651 

refund  for,  from  unauthorized  rate  increase. 599-601,  701,  722,  725,  849 

(See  also  Collections.) 
EXCESS   MILEAGE    940-943 

beyond  corporate  limits  of  city 170,  184 

EXCESSIVE  RATES.     (See  Rates.) 

EXCHANGE  OP  SEKVICB.    (See  Interchange  of  Service.) 

EXCHANGE  RADIUS: 

centre   for  measuring,  excess  mileage  beyond 940,  9C 

change  not  approved 3941 

established    53S-536 

extended    1-3 

rates  beyond  884,894,  898,  901,940-9*3 

(See  also  Radius  for  Service;  Territory.) 
EXCHANGES: 

adjoining,  intercommunication  between,  rates 33,   VS 

flat    316-317 

measured 318 

stations   166,  169-170,  176,  183-184 

trunk  lines    166,  169-170,  176,  183-184 

consolidation 134-185 

rate   increase   following 888-908 

defined    657 

discontinuance,  in  favor  of  another  company 949-950 

free  service  between  specilied 887 

not  deemed  discriminatory 950,  952-953 

physical  connection  of  more  than  one  exchange  in  same  town, 
with    toll    lines 394-395 

sale    11-13 

(See  also  Offices;  Stations.) 
EXCLUSIVE  CONTRACTS: 

lines  and  terminals,  tor  use  of,  not  approved 187,  189,  192-194 

EXETER,  CALIFORNIA: 

lease  of  lines 4-8 
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EXISTING  CONTRACTS.     (See  Contracts.) 
EXORBITANT  RATES.    (See  Rates:  unreasonable.) 
EXPENSES: 

,  paid  by  whom 437,  727,  750,  1019 

;,  past  depreciation  not  chargeable  to 1124,  U46-U47 

legal,  10%  allowance  for  consents,  insurance,  damages  and..  .516-517 

operating     597 

chargeable   to    collateral   undertaking 230 

extending  lines  90.  96-98,  100-101 

fixing  rates... 60-61,  113-115,  134,  136,  154-159,  162,  174,  296, 

298,  42M22,  624-625.  627,  635-641,  649,  652,  877,  880-883.  890- 

892.  895-897.  904-907,  911-912,  955.  957,  959-961,  1049,  1055- 

1059,   II42,   1144-1146 

valuation  of  property... 209,  212,  215,  228-229.  705.  721.  813. 

821,  823,  1067,  1069-1070 

decreased  with  increased  consumption 1146 

deductions  for  toll  service 174 

estimated  in  determining  capitalization 258 

increased: 

by  consolidation  158 

per  telephone  with  number  of  subscribers 154-159 

issue  of  securities  for  payment  of,  unlawful 506-507 

items  chargeable  to 714,  957 

message  instead  of  flat  switching  rates  to  secure 583 

payment    in   advance    diminishes 621-622 

per    telephone    156-159,    174 

portion  of  replacements  and  maintenance  chargeable  to 508 

rate  increase  to  secure 538-539 

rates  should  be  adequate  for  reasonable  return  on  invest- 
ment and  661,  667,  672 

refunding  of  outstanding  bonds  not  chargeable  to 935 

reports    136,    185 

segregation  of  toll  and  exchange 184 

statement  of,  required  by  interstate  commerce  commission., '59 

organization,  stock  issue  for 1086,  1089 

promotion,  stock  issue  to  pay 1084-1086,  1089 

stocks  and  bonds,  sale  of 212-215 

(See  also  Cost;  Earnings;  Revenues.) 
EXPERTS: 

employment  by  commission  for  investigations  of  certain  com- 
panies     347-348 

EXTENSION  BELLS: 

rates  87,  89,  316,  538,  579,  884,  894,  898,  901 

EXTENSION  OF  LINES: 

ability  of  acquiring  company  to  provide  for,  considered  in  ap- 
proval of  sale  of  property 462,  465-466,  471 

bond  sale  for 561,  567,  1091,  1093,  1095 

carrying  charges,  to  pay ^'^ 
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EXTENSION  OF  LINES— Continued: 
certificate  for,  into  territory; 

from  which  existing  utility  has  withdrawn 30S-310 

not  completely  occupied  or  not  adequately  served  by  exist- 
ing utility   206-208 

competing  companies,  protest  to  commission  against 647 

considered  in  determining  company's  obligation  to  make. 776-777 

factor  in  valuation  of  property 497-498,  726,  740,  7« 

farm-Unes    99-100 

offset   by  increased   revenues 90 

deposits  from  customers  for 773,  776,778 

depreciation    fund   used    for , 152 

estimates  of  proposed,  to  be  furnished  commission 444-443 

farm-lines    90-103 

feasibility  of,  considered  in  approving  franchise UOZ 

lessor  to  make ^5,  7,  532,1027 

note  issue  for 44I-W 

obligation  to  make,  when  required 56} 

operation  in   territory  already  occupied  by  another  company, 

for,  subject  to  authority  of  commission 646-647 

proposed,  considered  in  estimating  value  of  property 1143 

rate  increase  to  secure  fund  for 641,  645 

refunding  coupon  certificate  issue  for 1084,  1086-1089 

required   760-765 

stock  issue  for... 269-271,  352-354,  561,  861,  874-875,  1011-1017,  10B4, 

1086-1089.  1098 
through,  but  not  affording  local  patronage  to  territory  served  by 

another  company  1102 

un  remunerative,  not  required 772-778 

utility's  obligation  to  give  proof  that  proposed  improvements 

have  been  made  675.  678 

(See  also  Betterments.) 
EXTENSION  TELEPHONES: 

classification  938-939 

defined  S69.  576.  938-939  • 

rates 87,  89,  166.  169-170,  183-184,  309,  311,  316-317,  321-322, 

568,  576,  579,  650-651,  868,  878,  883-884,  894,  898.  901,  90S,  947 

apartment  houses  318 

boarding  houses   318 

business    651 

calling  and  talking  sets 624 

discount  for  payment  in  advance,  not  allowed  on 624 

hoteU  318 

residence    6S1 

talking  sets    ^^ 

Sri  ■■"" <>■' 
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FACILITIES: 

additional,  defined 564 

duplication; 

consideration  against  competitive  service 374 

lease  of  lines  causing,  not  approved 1025,  1029 

extension  of,  bond  issue  for 441-446 

rentals,   charged   how 273 

(See  also  Equipment;  Plant.) 
FAIR  RETURN.     (See  Return  upon  Investment.) 
FAIR  VALUE.    (See  Valuation  of  Property.) 
FARLEY'S  POINT,  N.  Y.; 

rates  for  summer  service  reduced -. 586-590 

FARM-LINES: 

agreement  not  to  build  or  operate  competing,-  not  approved. 604-605 
competition,  contracts  between  companies  in  restraint  of,  not  ap- 
proved   604-605 

construction  and  maintenance 361 

exchange  and,  constitute  unit  of  service 607,  609,  612-614,  969, 

972.  974-975.  981.  988 

extension    90-103 

cost 99-100 

estimates  of  proposed,  to  be  furnished  commission 444-445 

free  service: 

emei^encies  for 396-397 

exchange  and  rural  subscribers,  between 595-596,  596 

grounded  circuit  system: 

induction  from  electric  light  lines 540-542 

rates  538 

interchange  of  service,  contracts  for,  containing  agreement  in 

restraint  o£  competition,  not  approved 604-605 

investment  greater  than  for  exchange  service 167 

local  service,  not  giving 396-397 

metallic  circuit  system  rales 538,  582 

number  of  subscribers  limited 91,  103,  170,  184 

physical  connection  426-430 

maintained  through  95 

rates  61,  63,  95.  107.  113,  115-116.  166,  169-170,  183-184.  361. 

535,  537-538,  582,  596.  868-869,  878,  883-884,  889,  892-894.  897,  905, 
908.  947,  957-958 

business 878-879 

charge  in  addition  to  terminal  fee,  unlawful 607-609,  612-615 

common  battery  system 169-170.  183-184 

flat  878-879 

to  secure  sum  for  extensions 641,  645 

upon  installation  of  metallic  system 946 

residence 878-879 

switching 414-415,  635,  637,  639.  909-913,  964-966.  974,  982-984 

toll    90-91,  94-95,  102-103,  879,  886 

service,  cost  distributed  to  business  men  to  reduce  rates.. -- 167-168 
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FARM-LINES— Coatlnued : 
subscribers: 

considered  same  as  local  exchange  in  extension  of  credit. 607-608 
right  to  service  from  either  of  two  compaoies 4O7-40SI 

fixed  by  statute 41441S 

when  lines  are  built  and  maintained  by  subscriber 535,  537 

rules  Roverning  579-580 

used  for  local  business,  unfair 396-397 

(See  also  Mutual  Companies;  Switching  Service.) 
"FIELD   COST": 

considered  in  valuation  of  property 516 

FINANCING: 

bond    issue    tor 244-261 

cost    743-7+4,  747 

allowance  for: 

not  made   135,  146,  899,  903 

6%  deemed  reasonable 1* 

stock  issue  for  construction  and Z44-261 

(See  also  Capitalization.) 
FLAT  RATES.     (See  Rates.) 
FLOATING  DEBTS.     (See  Debts.) 
FORMS: 

notice  of  extension  of  lines 648 

reports  of  accidents 338 

FORT  MEYER,  VIRGINIA: 

physical   connection   and   interchange   of   service    with    govern- 
ment  lines    117 

FRANCHISES: 

afFectiag  conduct  of  telephone  business,  copies  filed  with   com- 
mission     974,  977,  985 

approval  of,  withheld  pending  amendment I099-110Z 

of  another  company's  franchise 11O2-1104 

certilicates    to    exercise.       See    Certificates:    public    convenience 
and  necessity. 

competition   of  lines  to   termini   specified  in 448-450 

conditions  which  may  be  imposed  by  commission  in  approving.  ..372 

cost  of  securing,  allowance  for 290-291,  496,  S13-S1S.  SI7-S18.  520 

not  made  13S,  144,  146,  899,  903 

limiting    powers    of    commission,    approval    withheld    pending 

amendment    1099-1102 

local  lines,  approval  of  commission  necessary  for  validity  of.J371-373 

location  of  lines,  fixing,  appeal  from 80-83 

operation  of  lines  over  route  described  in,  obligatory 448-450 

ordinance  granting,  power  of  commission  to  withhold  approval 

of    367-373 

permission  in  form,  not  mandatory 44J 

preservation  by  certain  work  within  city ;i.',,v..\'.\:^Si.-208 
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FRANCHISES— Continued : 
rates,  regulating: 

applicability 2?8 

approval   936 

withheld,  pending  amendment 1101 

future,  for,  conditional  on  installation  of  certain  number  of 

telephones  j 165 

reduction  not  required  when  only  2.952%  return  is  made. 289-294 

subject  to  change  by  commission 898,  901-902 

rights  claimed  by  acquiescence  and  permission  of  abutting  own- 
ers, when  holding  no  franchise  of  record 458 

service,  regulating  287-289 

time  limit  4S7-4S9 

(See  also  Municipal  Corporations;  Ordinances;  Rights  of  Way.) 
FRAUD: 

construction  of  telegrams  in  foreign  languages 119,  124-125 

FREE  SERVICE: 

advertising,  in  exchange  for 300,  779 

allowed  in  specified  classes  of  cases S-11 

application  for,  denied 766-767 

city,  to  704 

contracts  for,  tiled  for  approval 8-11 

discrimination: 

interchange  between  certain  companies 68-79 

stockholders,  to  605-606 

emergencies,  for,  from  rural  and  toll  lines -. 396-397 

employees,  to  975,  989 

exchanges,    between    specified 887 

not  deemed  discriminatory 950,  952-953 

farm-lines  and  exchanges,  required  between 59S-S96,  598 

federal  and  state  governments,   to 966-967 

forbidden    416,  780 

information  as  to,  required  by  interstate  commerce  commission. 657 
interchange  between  companies: 

effect  of  toll  service  upon 355,  357 

forbidden   68-79.  409-413 

involving  no  discrimination 3S5,  357-358,  406-407 

not  required  when  disadvantageous  to  either  company.  .426-430 

local,  considered  unfair  competition 396-397 

municipal  corporations,  to 325,  327,  936,  966-967.  975,  989 

rules   regulating    847-848 

officers,  to 975,989 

railway  stations,  to,  prohibited 34,  966-968,  974,  984 

railways,  to  telephone  employees 66 

statement  of  cases  in  which  furnished 8-11 

stockholders,  to,  deemed  discrimination 605-606 

switching  395,  410-413,  418,  423 

between  exchanges,  not  deemed  discriminatory 950,  952-953 

toll  charge  instead  of 854-855 

toll,  to  farm-lines,  discontinued 90-91,  94-96,  101,  103 

transportation  to  telephone  employees 66 

(See  also  Rebates.) 
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FREMONT,  NEBRASKA: 

compulsory  physical  connection  for  toll  service 913-914 

FUEL: 

possible  increase  in  cost,  allowance  for 1149 

not  made    726.  744-74S 

FULLERTON,   NEBRASKA: 

discontinuance  of  grounded  line  service 5^ 

FUNDAMENTAL  COST.     (See  Cost:  original.) 
GAS  COMPANIES: 

acquisition  of  stock  by  another  company,  approved 450-479 

approval  of  franchises  limiting  powers  of  commission,  withheld 

pending  amendment   1099-1102 

area  of  supply  and  population,   considered  in  application   for 

sale  of    459-460 

break-down  service,  provision  for 464-465 

control  through  stock  ownership  without  consolidation,  effect 

on  rates   466-468 

deposits  for  extension  of  lines 773,  776,  778 

electric  companies  as  competitors  of 450,  45S-456,  473-479 

franchises,  lime  limit 457-458 

rates  770-772 

appeal  from  ordinances  fixing 836 

reduction 1123-1149 

regulatory  powers  of  commission  over  consolidating  com- 
pany  455-456 

un remunerative,  fixed  by  ordinance 289-294 

regulations  for  gas  pressure 1123-1149 

GAUGES: 

pressure,  installed  for  gas  service 1124-1128 

(See  also  Meters.) 
GAYVILLE,  SOUTH  DAKOTA: 

switching  rates   964-966 

"GENERAL"  RATES.     (See  Rates.) 
GEORGIA— RAILROAD    COMMISSION: 

reports  on  proportion  of  interstate  business  within   state,  re- 
quiring, not  within  jurisdiction  of < 20-22 

GIFTS.     (See  Donations.) 
GLOBE,  ARIZONA: 

rates   prescribed   by   commission 848-849 

GOING  VALUE: 
allowance  for: 

not  made... 135,  143-144,  146,  700,  715-717,  726,  744,  747,  783-794, 
800,  802,  815,  823-834.  899,  903,  1105,  1109-1110 
7%  on  estimated  cost  of  development  deemed  reasonable, 

245.  2SS-2S7.  261 

17.5%  deemed  unreasonable 662,  676-677 

defined    82i<24 

(See  also  Organization.) 
GOOD  WILL: 

allowance  for,  not  made 135,  144 
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GOVEKNHENT: 

lines,  physical  connection  and  interchange  of  service  with 117 

delay  of  interstate  railway  trains  carrying  mails-  .234-235,  237-240 

free  to  federal,  state  and  municipal 966-967 

GRADE  CROSSINGS: 

elimination,  cbanges  in  wire  construction,  necessitated  by. 1007-1009 
GRAFTON,  NEBRASKA: 

consolidation  of  exchanges  and  rate  increase 893-898 

GRAIN  ELEVATORS: 

rat«s,  increase  allowed  because  of  inadequate  return 440-441 

GROSS  EARNINGS: 

telephone  companies,  of,  smaller  than  of  other  utilities,  in  pro- 
portion to  investment 164 

GROSS  RATES:    (See  Rates.) 
GROUNDED  LINE  SYSTEM: 

discontinued,  substituted  by  metallic  circuits 873-874 

induction  from   electric   light  lines 540-542 

metallic  circuit  system  substituted  for. ..91,   102,  578,  649-650,  653, 

873-874 

rates   95,  538,  884 

cancellation    873-874 

substitution   of   metallic   circuit   system,   not   required   for  toll 

service   355,  358 

(See  also  Metallic  Circuit  System.) 
HAMILTON,  CANADA: 

telephone  and   telegraph    lines   placed   underground  in   certain 

districts    129-133 

HAUL: 

long  and  short  365-366 

application  to  maintain  schedule  violating  clause 333-334 

HEAD  OFFICE.     (See  Administration;  Engineering.) 
HEARINGS: 

adjournment  of  formal,  upon  company's  acquiescence  to  rates. 1123 
rehearings  unnecessary  for  correction  or  modification  of  com- 
mission orders  277-280 

HERMOSA,  SOUTH  DAKOTA: 

tree  and  reduced  rate  service 966-968 

HIGH  TENSION  LINES: 

interference   with   telegraph    lines 384-387 

HIGHWAYS: 

streets  deemed,  for  location  of  lines 80-83 

HOLDING  COMPANIES: 

bonds  guaranteed  by 213 

control  of  more  than  20%  of  capital  stock  of  other  corpora- 
tions, unlawful   756-759 

objections  to    471-473 

profits  to  be  shared  with  consumer 467 

purchase  of  capital  stock  of  other  corporations 263-271,  756-759 

»«1  ■-— c>'^~ 
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HOOPER,  NEBRASKA: 

compulsory  physical   connection  for  toll  service 91M14 

HOTELS: 

rates    317,  7M 

extension  telephones  318 

measured  service 311 

HOURS: 

service,  for  915-916,  955,  957 

HYATTSVILLE,  MARYLAND: 

telegram  loll  service  substituted  for  telegraph  office 26-28 

IDAHO— PUBLIC  UTILITIES  COMMISSION: 

rate  schedule,  regulation  for 23-2S 

IDLE  PLANT: 

inclusion  in  plant  value  for  fixing  rates 139,  145-146 

IMPROVEMENTS.     (See  Betterments.) 
INADEQUATE  SERVICE.    (See  Service.) 
INCOME: 

statement  of,  required  by  interstate  commerce  commisNOn 659 

(See  also  Expenses;  Revenues.) 
INCOMING  BUSINESS.    (See  Service:  one-way.) 
INCREASE.     (See  Facilities;  Rates;  Service.) 
INDECENT  LANGUAGE: 

service  discontinued  for  use  of 975,  990,  958 

subscribers  should  not  use 991^  999 

INDEPENDENT  COMPANIES: 

rules  governing  switching  service  to 579-580 

(See  also    Competing   Companies;  Co-operative  Associations:  Mu- 
tual   Companies.) 
INDIVIDUAL  BRANCH  EXCHANGES: 

rates 166,  169^170,  176.  183-lM 

INDUCTION: 

grounded  line  system  subject  to S40-542 

INFORMATION.     (See  Interstate  Commerce  Commission.) 
INJURIES: 
personal:   . 

construction,  during,  allowance  for  liability  for lOBl-tOU 

permanent,  defined   337 

reports  to  commission,  required 19.  335-3S 

INSOLVENT  CORPORATIONS.     (See  Corporations.) 
INSPECTION: 

high  tension  lines 384-387 

(See  also  Accounts.) 
INSTALLATION.    (See  Equipment;  Instruments;  Meters.) 
INSTRUMENTS: 

character  of,  within  control  of  board  of  directors 355t  3S7 

furnished  by  subscribers 114-113 

rates  to  362 

rental  to,  permitted 951,  953-954 

rule  requiring,  unlawful 617-620,  641-644 

xxxii  L,.  ....uu,  ^  ..->.. -^i^ 
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INSTRUMENTS— Continued; 

installation  cost  868 

factor  in  fixing  rates S86-S90 

paid  by  subscriber  when 167,  170.  184,  287-289 

removal: 

allowance  for  charges  estimated  for  operating  expenses  per 

instrument  157 

cost,  a  factor  in  fixing  rates 586-590 

to  other  localities,  charges  for 167,  170,  175 

See  also  Service:  discontinued. 
(See  also  Equipment.) 
INSURANCE: 

allowance  for  228-229,  2A8,  261,  516-517,  663,  682.  687-688,  692, 

747,  763,  801,  815,  821,  1055.  1059-1060,  1081-1083 

not  made  623.  628-629.  636,  638 

INTERCHANGE  OF  SERVICE   17-18 

commision's  attitude  toward  general  contracts  (or 534 

contracts  for.  containing  agreement  in  restraint  of  competition, 

not  approved   604-605 

free: 

effect  of  toll  service  upon 3SS,  357-358 

fann-Iine  and  exchange  subscribers,  between,  required, 

S9.'5-S96.    S98 

forbidden    68-79,  409-413 

involving  no  discrimination 355,  357-358,  406-407 

not  required  when  disadvantageous  to-either  company. .  .426-430 

switching,  forbidden  68-79,  409-413 

government  lines,  with 117 

newspapers  and  magazines,  with,  for  advertising 300,  779 

rates  17-18,  388-389,  969-973 

reduction    66-67 

same  or  additional  facilities  for,  after  consolidation 559,  561-562 

(See  also  Physical  Connection;  Switching  Service.) 
INTERCOMMUNICATING  SYSTEMS: 

defined    317 

adjoining  exchanges  33,  107 

business    .-317 

residence    317 

to  subscribers  owning  and  maintaining  stations 579 

INTERCORPORATE  HOLDINGS: 

consolidation  compared   with 471-473 

INTEREST    215 

accumulated  during  bankruptcy,  capitalization  not  approved. 204-205 
bonds  on,  tendency  of  courts  to  award  rates  high  enough  to 

pay    201 

construction,  during,  allowance  for. ..96,  135.  209,  212,  216,  219,  222. 

224,  226,  228-229,  248.  261.  663,  682,  688-690.  692,  715.  742,  747,  783. 

800,  815.  899.  903.  1081-1083,  1141 

not  made  623,  628-629 

9%  allowance  for 516.  518-520 

3%  allowance  for 1052 
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INTEREST— Continued : 

cost  of  land,  on,  during  period  of  acquisition 245,  Z51-2SZ,S4 

debts,  floating,  on 97-9! 

deposits: 

extension  of  lines,  for 7H 

guaranty  of  payment  of  bills,  for 377,  729,  ;S! 

development,  during  244,248-2B 

securities,  on,  as  high  as  rental  of  lines  for  the  purchue  ol 

which  securities  have  been  issued 1106,  UK 

(See  also  Return  upon  Investment.) 

INTERFERENCE: 
electrical  f 

grounded  line  system  subject  to 96-X 

high  tension  lines  with  telegraph  wires JB4-S 

(See  also  Interstate  Commerce.) 

INTERLINE  MESSAGES.     (See  Messages;  Toll:  interline.) 

INTERRUPTIONS  TO  SERVICE: 

no  rental  for  period  of  disuse 976,  »1-W 

refund  for   SM 

INTERSTATE  COHHERCE: 

interference  of  state  commerce  with 2H-lii 

reports  on  proportion  of  business  within  the  state  from  inttr- 
state  companies,   state  commission  cannot   require 3)-£ 

INTERSTATE  COHHERCE  COUHISSION: 

investigation  of  telephone  companies 655Htf 

jurisdiction  over  intrastate  business 43'-**' 

INTERSTATE  TOLL: 

reports  of,  to  be  filed  with  commission W* 

INTER-ZONE  RATES  49-S3.  17ft  iX 

toll,   reduction    543-SS8,  «8JW 

INVENTORIES.     (See  Valuation  of  Property.) 

INVESTIGATIONS: 

certain   companies,   of,   by   commission J^''^ 

expenses    of 727.  ''^ 

interstate  commerce  commission,  by 6S>® 

rates,  by  state  commission 10(1J-1»S 

INVESTMENTS: 

gross  earnings  of  telephone  companies  smaller  than  of  otbcr 

utilities   in   proportion   to '" 

farm-line,  greater  than  for  exchange  service '* 

private  undertakings,  in,  disapproval  of 72lS,  7S-'^ 

statement  of,  filed  with  commission '^ 

IRREGULAR  RATES.    (See  Rates;  deviations.) 

JAMESTOWN,  RHODE  ISLAND: 

reduction  in  toll  rates  to  Newport ^ 

JAPANESE  LANGUAGE: 

messages  transmitted  in,  rates 11^'* 

JEFFERSON  COUNTY,  OHIO: 

reduction  of  mileage  rates  beyond  exchange  radios  ^\.x->o{J**'^ 
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JOINT  LINES: 

built   by   connecting   companies 99,    103 

JOINT  RATES: 

schedules,    regulations    tor 24 

toll  agreement,  approval  of  commission  for,  withheld 382-383 

JOINT  USE.     (See  Lines;  Poles.) 
JUNCTION   POINTS: 

designated  by  commission 559,  562-563 

JUNK: 

capitalization  of,  inclusion  of  duplicated  plant  in  valuation  for 

bond  issue  to  consolidate  properties  regarded  as 201-202 

value.     (See  Scrap  Value.) 
JURISDICTION: 

adequate  service  from  interstate  carrier  within  state,  requiring, 

within    commission's    234-243 

appeals  from    1114-1119 

municipal  ordinances  not  within  commission's 919-926 

ordinances  passed  before  the  creation  of  commission,  not 

within  commission's  836 

bond  issues,  commission's  powers  regarding 232-233,  494,  504-508, 

670,  672-673 
compelling   subscribers   to   change   from   one   company    to  an- 
other     407-408 

completion  of  lines  to  termini  specified  in  charter,  power  of 

commission  to  order 448-450 

consolidation  within  commission's 781,  786,  788,  790-791 

dissolution  of  combinations  in  restraint  of  trade,  certain  mat- 
ters  connected   with,   within   commission's 187-194 

encumbrances  on  property 1U3,  1120 

extension  of  lines,  within  commisuon's 760,  762-764 

fixing  rates,  subject  to  commission's 879.  898,  901-902 

granted  by  municipal  corporation  to  second   company.  .  .367-376 
interstate   commerce   commission's,   over  interstate  business. 431-434 
interstate  toll    rates  not  within   jurisdiction   of  state  commis- 
sion     39-40 

mortgages  covering  property  in  different  jurisdictions.- .1113,  1121 

municipal  ordinances,  not  subject  to  commission's 919-926 

mutual  companies  not  within  commission's 57-58.  927-930 

for  authorization  to  make  physical  connection 56 

physical  connection,  requiring,  within  commission's 403.  40S 

police  and   sanitary  regulations  of  public  utilities  not   within 

commission's    1037-1040 

rates: 

charged    for  advertising 837-838,   840,   844-845 

fixing,  within  commission's 622,  625-626,  699,  706 

regulation  of  rates  and  service  within  commission's 786-789 

renewal  of  short  term  promissory  notes,  over 1040-1043 

reports  on  proportion  of  interstate  business  within  state,  re-  ;, 

quiring,  not  within  state  commission's 20-22 
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JURISDICTION— Continued: 

sale  of  property,  over 1U3,  1121-1122 

securities,  issue  of,  commission's  powers  regarding..  .232-233,  1113, 

111&-1119 

stock  issue,   over 670,  672-673 

valuation   of  property   within    commission's 209-210 

water  companies  owned  by  municipal  corporation 43M40 

KANSAS— PUBLIC  UTILITIES  COMMISSION: 

power  to  adjudicate  purely  legal  questions  between  utilities  fur- 
nishing different  kinds  of  service 540-541 

KERN    COUNTY,   CALIFORNIA: 

certificate  to  exercise  franchise 20) 

LABOR: 

allowance  for  ; 1055,  1060 

15%  for  increase  in  prices  of  materials  and 517,  520 

cost  considered  in  valuation  -of  property 1133 

10%  of  cost  of  materials  and,  allowed  for  engineering..  .663,  690-691 
LAND: 

appreciated  value  considered  in  valuation 1132,   1139-1142,  1146 

held  for  future  development,  included  in  valuation.  ..1123,  1139-1141 
interest  on  cost  of,  during  period  of  acquisition..  .245,  251-252,  254 
market  value: 

accepted  in  valuation 209,  220-221,   1073-1074.    1081-1083 

as  basis  for  capitalization,  plus  certain  charges  for  acqviM- 

tion    244-245,  251-2S4 

not    used    and    useful    to    public,    excluded    from    valuation    in 

rate  fixing  cases 1050-1052 

overhead  charges  on,  not  approved lOTZAOH 

promoters'  profits  in  connection  with 245,  250-251,  253-254 

valuation  for  capitalization  of  hydro-electric  company, 

244-254,  257,  261 
LAWS: 

anti-merger,   bond    issue   involving   violation   of 756-759 

common,  utility  can  refuse  or  accept  bnaness  under.  .837,  840-841,  B43 
statutory,   utility   may   not   discriminate   between    customers   of 

the  same  class  under 837,  844 

violation,  bond  issue  in 646^48 

LEASES: 

exclusive,  lines  and  terminals,  for  use  of,  not  approved, 

187,  189,  lyl-I« 

lines 498-502 

approval  of  186-194,  531-533 

discretionary  with   commbsion 1112,   1118-1119 

betterments  made  by  lessor 5,  7 

financial  condition  of  lessee  considered  in  approving 4-5,  7 

joint  use  of 187,  189,  191-194 

lessee  not  permitted  to  incur  debts  other  than  for  better- 
ments   502-503 

long  term; 

equivalent  to  a  conveyance  in  fee 1112,  jll6 

impairing  powers  of  commission,  approval  withheld, 

1112-1122 
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LEASES — Con  tinued : 
lines — continued : 

parallel  and  competing,  not  approved 1025-1030 

rentals  S.  102S.  1027 

considered  in  estimating  value  of  property 496-498 

effect  of  guaranteed,  upon  rates 1112,   1117-1118 

estbnated  upon  valuation,  made  subject  to  approval  of 


6%  on  capital  stock 1112.  1116 

tracks  jointly  used 496-498,  509 

long   term,    impairing'  powers   of   commission,   approval   with- 
held     1112-1122 

payments  upon,  stock  issues  for 48-49 

property,  information  as  to,   required  by  interstate  commerce 

commission    658 

terminals,  joint  use  of 187,  189,  192-194 

terms  of,  unfair 1025 

(See  also  Sale  of  Property.) 
LEGAL  EXPENSES: 

allowance  for... 209,  216-217,  219,  222,  224-226,  228-229,  663,  682,  687, 
692,  783,  800-801,  813,  81S,  898,  903,  10S2,  lOSS,  10S8,  1060,  1081-1083 

not  made   743,   747 

10%  for  consents,  insurance,  damages  and 516-517 

chargeable  to  operating  expenses 714-715 

LEXINGTON,  NEBRASKA; 

rates  for  metallic  service 877-885 

LIABILITIES: 

outstanding,  stock  issue  for  payment  of 1011-1017 

LIFE  OF  PLANT  139-140,  1053,  1134-1136 

(See  also  Depreciation.) 
LIMITED  SERVICE.    (See  Rates:  measured  service.) 
LINCOLN,  NEBRASKA: 

rate  increase  following  consolidation  of  automatic  and  manual 

plants  in  the  Lincoln  zone 134-185 

dissenting  opinion   661-699 

LINES: 

abandoned,  excluded  from  valuation  of  property. 888,  890,  893,  898,  902 
aerial ; 

construction  permitted  in  outlying  districts 1009-1010 

placing  underground  80-82,  129-133,  435,  919,  1007-1009 

built  by  subscribers: 


private  property,  on 392-393 

public  highways,  on 392-393 

rates  535.  537,  582 

renUl  for,  permitted 951,  9S3-9S4 

rule  requiring,  unlawful 617-620,  641-644 

service  discontinued  when  lines  are  not  kept  in  repair.  .947-948 

switching  rate  for  , S3S,  SS7\i- 

«xvu  ■■■"■ O'^ 
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LINES— Continued: 

completion   to  termini  specified  in  franchises 44M50 

contiguous,    consolidation    1(EMCE4 

exclusive  use,  contracts  for,  not  approved 167,  169,  i!)2-lM 

extension: 

ability   of   acquiring    company   to   provide    for,   conudercd 

in  approving  sale  of  property 462.  465-466,  ffl 

bond  issue  for 561,  567,  1091.  1093,  lOK 

carrying  cliarges,  to   pay 4H 

certificate  for,  into  territory: 

from   wliich    existing   utility   has   withdrawn 3D6-31D 

not  completely  occupied  or  adequately  served  by  exist- 
ing   utility    206-206 

competing  companies,   protest  to  commission  against 647 

considered  in  estimating  value  of  property, 

497-498,  726,  740,  743 
factor  in  determining  company's  obligation  to  make. 776-777 

farm-lines    99-HB 

offset    by   increased    revenues ^ 

deposits  for,  to  gas  companies 773,  776. 7JB 

depreciation  fund  used  for IS2 

estimates  of  proposed,  to  be  furnished  commission 444-44) 

farm-lines     90-lCB 

feasibility  of,  considered  in  approving  francliise IVH 

lessor  to  make 4-5,  7,  532,  M 

note   issue   tor 441-416 

obligation  to  make,  when  necessary ^ 

proposed,  considered  in  determining  value  of  property 114-' 

protest  to  commission  against 647 

rate  increase  to  secure  fund  for 641,645 

refunding  coupon  certificate  issue  for 1084,  1086-108' 

required  by  public  convenience  and  necessity 760-Jt' 

stock  issue   for... 269-271,  3S2-3S4,  561,  861,  874-875,  lOll-IW'. 
1084,  1086-1089.  IM 
through,  but  not  affording  local  patronage  to  territory  served 

by   another    company 110; 

unremunerative,   not   required TTS-TS 

utility's  obligation  to  give  proof  that  proposed  extensions 

have  been   made 67S.  Cj 

government,   phsyical  connection  with H' 

grade   crossings  of  railways,   over  or  under tO(F-lft* 

high  tension,  construction 384.  38W£' 

joint  use  of 187,   189,  191-1« 

jointly  built   99.  Hi- 
lease    of    49B-S: 

approval  of   186-194,  SJl-w 

discretionary  with  commission 1112,  IIIB-I'"'" 

betterments  made  by  lessor 5.' 

financial  condition  of  lessee  considered  in  approving 4-i  • 

xxxviii  ' '  ^  ■"-■|3^'^ 
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LINES — Continued : 
lease  of — Continued: 

joint  use   187,  189,  191-194 

lessee  not  allowed  to  incur  debts  except  for  betterments  of, 

502-503 
long  term: 

eijnivalent  to  a  conTeyance  of  fee 1112,  1116 

impairing  powers  of  commission,  approval  withheld. 1112-1122 

parallel  and  competing  lines,  not  approved 1(^5-1030 

rentals  5,  1025,  1027 

considered  in  estimating  value  of  property 496^98 

effect  of,  on  rates 1112,  1117-1118 

equal  to  net  income  derived  from  operation 532 

estimated  upon  valuation  made  snbject  to  approval  of 


6%  on  capital  stock 1112,  1116 

terma  of  lease,  unfair 1025 

tracks  jointly  used,  rentak 496-498,  509 

control  by  one  agency  better  for  business 187,  191-192 

mnnicipal  permission  for  construction,   required 370-371 

location  in  streets  and  highways 80-83 

maintenance  per  pole  mile 98,   100 

overhead: 

construction  permitted,  in  outlying  districts 1009-1010 

toll,  give  better  service  than  underground 1007-1009 

overloaded    90-91,  93,  99-102 

extension  of  lines  to  relieve  congestion  of 761-764 

owned  by  private   interest,   right  of  utility  to    refuse   service 
through,  to  general  public 1163-1164 

parallel: 

consolidation  approved  when 29^32 

lease  of  lines  by  one  company  to  another  owing 1025-1030 

with  lines  already  connected,  physical  connection 402-405 

poles  jointly  used  by  telephone  and  electric  light  and  power 
companies    56-57 

receiving: 

defined  31S 

rates    315 

reconstruction,  approval  of  change  in  rates  after 325-329 

sending: 

defined    31S 

rates    315 

through,  defined  369 

toll: 

additional,  to  relieve  overloaded  farm-lines 90-91,  94,  99-103 

agreement  not  to  build  competing,  not  approved 604-60S 

construction  of,  consent  of  municipal  corporations  not  i 

quired  for 369-37J 

cost  of  construction „ 


9-371 
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LINES — Continued : 
toll — continued; 

free  local  service  from  in  case  of  emergencies 396-397 

location  in  streets  and  highways 80-83 

metallic  circuit  system  not  required  for 355,  3S8 

not  used  tor  other  business 370,  970,  972.  975.  988-989 

overhead,  give  better  service  than  underground 1007-1009 

physical  connection  lOS-Ul,  4%  429-*3fl 

message  rate  for  417-425 

metallic  circuit  system  not  required  for 35S,  358 

required  355-360.  375,  397-400,  584-585,  913-914 

with  more  than  one  exchange  in  a  town 394-395 

rental  86 

route  designated  by  municipal  corporation 369 

used  for  local  service,  unfair 396-397 

valuation : 

excluded  from  888,890,898.903-905 

included  in    893,  895 

incoming,  rates   166,  169,  183 

private  branch  exchanges 166,  169-170,  176,  183-184.624 

rates  318 

receiving  and  sending  lines 315 

two-way  line  connecting  and  intercommunicating  system. 318 
undei^fround: 

aerial  instead  of,  in  outlying  districts  of  city 1009-1010 

placing   80-82,  129-133.  435,  919,  1007-1009 

to  eliminate  dangerous  wire  conditions 47-48 

(See  also  Farm-Lines;  Party  Lines;  Fhy«cal  Connection;   Plant.) 
LISTENING  ON  LINE: 

service  discontinued    976.  993 

LIVE  STOCK: 

killed  or  injured,  statement  of,  in  report  to  commission 337-338 

LOAD  155 

as  factor  in  fixing  rates 282,  703.  1157 

off  peak   703 

LOCAL  LINES.    (See  Lines.) 
LOCAL  MESSAGES.     (See  Messages.) 
LOCAUTIES: 

comparison  of  rates  in  various 167,  180-182.  438 

discrimination  in  rates  between 543-558 

(See  also  Rates.) 
LOCKOUT  SYSTEM: 

rates,  farm-line    169-170.  183-184 

LODI,  WISCONSIN: 

extension    of    lines 90-103 

LONG  DISTANCE.    (See  Rates:  toll;  Service:  toll;  Toll) 
LONG  TERM  LEASES.    (See  Leases.) 
LOS  ANGELES,  CALIFORNIA: 

rates  for  telephone  service ,., 314.^4 

xl  D,.-..dUvlA>OJ^Tc 
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LOS  ANGELES  COUNTY,  CALIFORNIA: 

certificate  to  exerdae  franchise 


development,  during 245,  25S-2S7,  261 

payment  in  advance  protects  company  against 621-622 

regulation,  from,  covered  by  allowance  for  depreciation 1S1-1S2 

UcLEAH,  NEBRASKA: 

toll  reduction  between  Magnet  and 876-877 

MAGAZINES: 

free  service  to  employees  in  exchange  for  advertising 300,  779 

UAGNET,  NEBRASKA: 

reduction  of  toll  rates  between  McLean  and 876-£77 

UAILS: 

delay  of  interstate  railway  trains  c»rying 234-235,  237-240 

MAINTENANCE: 


record  required  975,  987 

repairs  charged  to  956,  960-961 

allowance  for ., 636,  638 

8%  computed  on  reproduction  cost,  new,  deemed  sufficient 

for  depreciation  and 664,  696 

9%  for  depreciation  and 878,882-883 

9%  upon  reproduction  cost,  new,  for  depreciation  and, 

134-135,  153-154,  162.  174,  663-664,  68S,  69S,  888,  892-893,  896-897, 

906-907 

3%  on  present  value 1055,  1057,  1060 

3.56%,  abnormal  878,  882 

chargeable  to  operating  expenses  and  not  to  capital..  .494,  506-508, 
-      . .  515-516 

defined    623 

distinction  between  depreciation  and 623,  633 

farm-lines,  cost  of,  how  paid 361 

lines  built  by  subscribers 390-392 

pole  mile,  per 96,  100 

reports  185 

station,  per 98,  100 

HALDEN,  WASHINGTON: 

rates  and  service  investigated 84-89 

MANAGERS: 

salaries,  unreasonably  high 595,  597-598 

MANUAL  SYSTEMS: 

consolidation  with  automatic  systems 134,  157,  163-164,  176-180 

MAPS: 

showing  lines: 

destruction  prohibited  660 

to  be  filed  211,  974,  977,  986 

(See  also  Flans;  Plats.) 
MARYLAND— PUBLIC  SERVICE  COMMISSION: 

jurisdiction  to  require  adequate  service  within  state 234-243 

powers  regarding  issue  of  securities 232-233 
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SUBJECT  INDEX. 

FA<X 

MATERIALS: 

allowance  for  228,  248,  628,  630,  636.  638,  958.  1133,  lIC 

15%  to  cover  increase  in  prices  of  labor  and 517,520 

included  in  allowance  for  working  capital 135,  144-145 

considered  in  valuation 669. '681 

10%  of  cost  of  labor  and,  for  engineering 663,  696 

transportation  of.  allowance  for 218,  223,  228-229 

(See  also   Supplies.) 
HAXIHUM-DEHAND  CHARGE: 

break-down   service,  for 483 

MEASURED    SERVICE.      (See    Rates;    Service.) 
MEMBERS: 

co-operative  associations,  discrimination  in  rates  between  non- 
members  and  950-954 

(See  also  Stockholders;  Subscribers.) 
MERGER.     (See  Consolidation;  Anti-Merger  Law.) 
MERRILL,  WISCONSIN: 

rate  increase  upon  improvement  in  service 649-654 

MESSAGES:' 

comparison  of  calls  per  day  in  various  cities 168 

excess  calls,  rates  316 

interline,  commissions.. 4,  6,  8,  11-13,  107-108.  Ill,  302-304.  308,  310- 
311,  355,  358-359,  397-400,  537,  855-856,  913-914,  966-967,  969-970,  973 

local,   physical   connection   between   competing   companies    for, 
not  compellable   311-312,  584-585 

privacy,  location  of  booths  to  mainUin 996-997,  999-1001 

inter-zone   170.  184,  908-909 

no  n- subscribers,  to    605-606 

switching  service    64-65,  414-415,  417-425 

in  addition  to  terminal  fee,  unlawful 612-615 

toll    583,  969-970.  972 

routing; 

commissions.     See  Toll:  interline. 

option  as  to  route,  rests  with  subscriber 359-360 

same  or  additional  facilities  for,  after  consolidation.. 559,  561-562 

telegram  toll  rates 341-344 

telegraph : 

delivery  27 

Japanese    language,    in,    rates    for    code,    cipher,    or    plain 

language  119-128 

sound-proof  telephone  booths  installed  to  preserve  secrecy, 

305-306 

transient,  rate  increase  in 401-402 

wireless  telegraph.  Trans- Atlantic,  transmission  by  land  lines 118 

MESSENGER  SERVICE: 

rates 84-85,  87.  89 

in  addition  to  regular  switching  fee.  not  approved 607-609 

toll  service  substituted  tor 362-361 
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SUBJECT  INDEX. 

PACE 

METALLIC  CIRCUIT  SYSTEM: 

iastallation  of: 

in  addition  to  grounded  lines 877-885 

physical  connection  for  toll  service 355,  358 

rates 95.  538.  582 

approval  of  877-885 


over  those  charged  for  grounded  line  service 649-654 

upon  installation  946 

substituted  for  grounded  circuits.  .91,  102,  578,  649-650,  653-654,  873-874 

avoid  induction  from  electric  light  lines 540-542 

unnecessary  for  toll  service 355.  358 

(See  also  Grounded  Line  System.) 
METERS: 

installation: 

cost  290.  293,  1054  1057 

paid  by  subscriber  when 231 

deposits  upon  installation  of 1049 

rental  charges  for,  abolished 728-729 

(See  also  Rates.) 
MICHIGAN-RAILROAD  COMMISSION: 

powers  over  telephone  companies 867 

MILEAGE: 

addition  to  local  exchange  rate  for  double  exchange  service.. 42-46 
basis  for  rates: 

beyond  exchange  radius 535-537.  940-943 

impracticable   to  base  toll    chaises   on    exact   distance, 

544,  547,  550.  553,  555 

beyond  corporate  limits  of  dty 170,  184 

MILEAGE  ZONES.     (See  Zones.) 
MILLVILLE,  NEW  JERSEY: 

certificate  to  exercise  franchise 262-263 

MINIMUM  CHARGE. -.230-231,  290,  294,  296-299.  1031-1033,  1048.  1061. 

1063-1064 

break-down  electrical  supply  service,  for 483 

electrical  service,  for  702-703.  723-724,  753-754 

yearly  instead  of  monthly,  reduces  cost  of  service 768-770 

MINIMUM  RATES.     (See  Rates.) 

MINORITY  STOCKHOLDERS.    (See  Stockholders.) 

MITCHELL,  SOUTH  DAKOTA: 

increase  in  long  distance  automatic  telephone  rates 622-641 

MONEY  MARKET: 

condition  of,  considered  in  authorizing  bond  issue 441,  443 

MONEY  TRANSFER  SERVICE: 

rates    872-873 

MONOPOLY; 

advantages  arising  from,  excluded  from  valuation 290-291 

company  enjoying,  may  not  discriminate  between  customers  of 

the  same  class 837-838,  840-845 
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SUBJECT  INDEX. 

MONOPOLY— Continued : 

invesIiK^tion  of  telephone  companies  to  ascertain  existing 655-659 

regulated,  preferable  to  competition 262,  373-374,  474-479, 

700-701.  708,  716,  720 
(See  also  Combinations  in  Restraint  of  Trade.) 
MORGAN  HILL,  CALIFORNIA: 

sale  of  exchange 3QZ 

MORTGAGES: 

approval  of  247,  260.  S60 

bond  issue  under 931-932 

consolidated    465 

covering  property  in  different  jurisdictioni 1113,  1121 

(See  also  Bonds.) 
MT.  COMPORT.  INDIANA: 

rate  increase  S38-S39 

MT.  PLEASANT,  HICHIOAN: 

classification  of  service 568-577,  666 

MT.  PLEASANT,  OHIO: 

reduction  of  mileage  ntes  beyond  exchange  radius 940-943 

MUNICIPAL    CORPORATIONS: 

agreement  with  telephone  companies  as  to  rates 325-329 

designation  of  toll  route  through,  may  be  compelled 369,  371 

free  service  325,  327,  936,  966-967,  975,  989 

rules   regulating    847-848 

jurisdiction,  sanitary  and  police  regulation  within 1037-1040 

ordinances: 

franchises   for  local  lines,  approval  of  commission   neces- 
sary for  validity  of 371-373 

not  subject  to  jurisdiction  of  comtmssion 919 

permission  of,  required  for  local  lines 370-371 

power    of    commission    to    withhold    approval     of    franchises 

granted  by  367-373 

rates  to,  concessions  in 325,  327 

regulation  of  public  utilities,  surrender  of  powers  to  commis- 
sion     195 

sanitary  and  police  regulation  of  utilities  within  city's,  rather 

than  within   commission's  jurisdiction 1037-1040 

(See  also  Franchises;  Ordinances.) 
MUNICIPAL  OWNERSHIP: 

service  to  consumers  outside  of  city  limits,  jurisdiction  of  com- 
mission   over     439 

water  company,  purchase  of,  jurisdiction  of  commission  over. 439-440 
MUNICIPAL  RATES.     (See  Rates.) 
MUTUAL  COMPANIES: 

commission's  jurisdiction,  not  within 57-58,  927-930 

for  authorization  to  make  physical  connection 56 

formation  in  territory  occupied  by  public  utility 1034-1036 

operation  without  certificate  to  do  business  as  a  public  utility.  339-340 

utilities  whose  subscribers  pay  rentals  not  deemed 399 

(See    also    Co-Operative    Associations;    Farm-Lines;    Semi-Untnal 

Companies.)  ^.,,,.,.^ 
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NEBRASKA-STATE  RAILWAY  COHHISSIOH: 

criticism  of  methods  used  by,  in  rate  fixing  cases 661-698 

jurisdiction  over  rates  fixed  by  franchise 879,  898,  901-902 

powers  of  661,  66SHS66 

NEEDLES,  CAUFORNIA: 

sale  of  exchange  11-13 

NET  RATES.     (See  Rates.) 

NEW  HAMPSHIRE— PUBLIC  SERVICE  COHHISSION: 

jurisdiction  781,  786-791 

NEW  HAVEN,  INDIANA: 

uniform   rates   established 865 

NEW  JERSEY— BOARD  OP  PUBLIC  UTILITY  COMMISSIONERS: 
approval   of  franchises  limiting  powers   of,   withheld   pending 

amendment    1099-lHE 

jurisdiction  919-926 

lease  of  lines  impairing  power  of  Board 1112-1122 

mutual   companies,   over 927-930 

power  to  withhold  approval  of  franchises 262,  367-373 

right  to  pass  on  municipal  ordinances  not  within  jurisdiction  of, 

919-926 

NEW  YORE,  NEW  YORK: 

completion  of  Street  railway  line 448-450 

discrimination  in  rates 1150-1162 

inter-zone  toll  rates,  reduction 49-53 

pay  station  rates,  reduction  of 379-380 

railway  commutation  rates,  increase 272-273 

NEW    YORK— PUBLIC    SERVICE    COMMISSION,    FIRST    DIS- 
TRICT: 
authority  of,  required,  before  exercising  unused  franchise.. -.457,  459 

jurisdiction  over  bond  issue 494,  504-508 

power  to  order  completion  of  lines  and  fulfillment  of  obligations, 

448-450 
violation  of  law  upon  which  action  may  be  taken,  not  restricted 
to  offenses  mentioned  in  written  law ♦f? 

NEWPORT,  RHODE  ISLAND: 

reduction  in  toll  rates  to  Jamestown 67 

NEWSPAPERS: 

discrimination  between  advertisers  of  the  same  class 837-846 

free  service  to  employees  in  exchange  for  advertising 300,  779 

NICKEL-IN-THE-SLOT  MACHINES.     (See  Coin-Boxcs.) 

NIGHT  SERVICE: 

alarm  bells,  for 102,  915-917,  961,  996-998,  1001 

inadequate,  due  to  failure  of  operator  to  respond  to  bell 595-598 

telegram  toll  service  rates ,••,-:?,-,?: vit-v-.'i^?^ 
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SUBJECT  INDEX. 

NON.HEUBERS-. 

co-operative  associations,  discrimi nation  in  rates  between  men- 

bers  and  9S(^W 

(See  also  Non-Subscribers.) 
NON-PAYMENT: 

old  accounts,  refusal  of  service  for 93) 

penalties  for: 

not    approved    SH-M 

switching  and  toll  charges SJ9-3D 

within  specified  time U3,1H«6S 

rates  in  advance,  of,  penalty  for 30M11,  3S 

refusal    of    service 939 

at  regular  rates  because  of iS-tX 

NON-STOCKHOLDERS: 

discrimination  in  rates  between  stockholders  and. .  .111-112,  406^. 
60S-606,  617-620.  641-644,  962-963,  966,  968,  974,  97^977 
toll  rates: 

different  from  those  charged  subscribers 609-611,  61MW 

not  discriminatory  406-407,  950,  9S 

use  of  subscribers'  telephone  without  charge,  not  allowable, 

976,990-991 
(See  also  Non-Members;  Subscribers.) 
NORTH  TORONTO,  ONTARIO: 

changes    in    wire    construction    necessitated    by    elimination  of 

railroad  grade  crossings 1007-1039 

NOTES: 

distributed  in  lieu  of  moneys  expended  for  extensions J90-3K 

issue: 

acqui^tion  of  property 1105-lHl 

contracts  relating  to,  copy  to  be  furnished  commission .  .443-4tS 

extensions  and  betterments,  for,  authorization  of 441-4* 

97yi%  of  face  value,  issue  allowed 441-« 

promissory: 

bond  issue  as  collateral  security  tor 1091,  109i  UK 

cancellation  of  those  issued  without  anthority IW 

interest    on    8HW2 

issue: 

in  lieu  of  invaUd  notes ;...1040-lMi 

refunding    of   obligations BSM* 

refunding  of  short  term  notes  subject  to  approval  of 

commission  1040-HHi 

reorganization  of  insolvent  corporation,  limited — 2O4-20S 

refunding,  bond  issue  for 4M-S* 

renewal  of  short  term 1040-lW 

stocks  or  bonds  pledged  as  secarity,  not  to  be  lien  upon  prop- 
erty     * 

refunding,  stock  issue  for *^^ 

sale,  reports  ****^ 

6%,  dividends  distributed  in  lien  of  moneys  expended  for  «- 

tensions  and  betterments ]9v^ 

(See  also  Bonds;  Coupon  Certificates;  PromisMrr  Notes;  Seonitwi 
Stock.) 


SUBJECT  INDEX. 

FACE 

NOTICES: 

extension  of  lines  into  territory  already  occupied  by  Asother 

utility 646-648 

pay  station  rates,  reduced  without 380 

rate  schedules  changed  without 67 

NUMBER; 

used  instead  of  call  word  for  telegraph  companies 870-871 

NURSES: 

residence  telephones  not  classified  as  business  telephones  when.... 33 
OBSOLESCENCE: 

greater  in  latter  than  in  smaller  cities 140 

more  important  factor  than  wear  in  replacements 1134 

(See  also  Depreciation.) 
OCEAN  CITY.  NEW  JERSEY: 

appeal  from  municipal  ordinance 919-926 

OCCASIONAL  SERVICE.     (See  Service:  break-down.) 

OCCUPATION  TAX  174,  663.  682,  687,692 

OFF  PEAK  LOAD,     (See  Load.) 
OFFICE  ENGINEERING: 

1%   allowance   for 516 

OFFICERS: 

free  service  to 975,  989 

salaries: 

charged  to  operating  expenses 957,  959,  1086 

deemed  too  h^h 1055-1056.  1060 

reduction  of,  advised  to  decrease  expenses 701,  721 

OFFICES: 

day,  supplemented  by  night  telegram  toll  service 341-343 

telegraph: 

railway  stations,  in,  discontinued  and  telegram  toll  service 

substituted    26-28 

telegram  toll  service,  substituted  for 26-28,  305-306,  341-342 

(See  also  Exchanges;  Private  Branch  Exchanges;  Stations.) 
OHIO^THE  PUBLIC  SERVICE  COMMISSION: 

jurisdiction    836 

municipal    companies    not   within 57-58 

for  authorization  to  make  physical  connection 56 

OKLAHOMA— CORPORATION  COMMISSION: 
jurisdiction: 

physical  connection,   over 403,  405 

rates  charged  for  advertising,  over 837-838,  840,  844-845 

orders,  violation,  penalty  for,  rescinded  when 295 

powers  over  excess  collections  from  unauthorized  rate  increase, 

599-601 
OKLAHOMA— SUPREME  COURT: 

commission's  order  upheld  by 59!W01 

OKLAHOMA  CITY,  OKLAHOMA: 

refund  of  excessive  rate  collections ,..,.,. ^.,,599^^01 
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ONE-WAY  SERVICE.     (See  Service.) 
OPERATING; 

expenses    597 

chargeable  to  collateral  undertaking 230 

collections  in  advance,  diminish 309,  311 

considered  in; 

extending  Unes 90,  96-98,  100-101 

fixing  rates. ..60-61.  113-115,  134,  136,  154-159,  162,  174,  29& 

298,  421^22,  624-62S,  627,  635-641,  649,  6S2,  877,  880-883,  890- 

892,  895-897,  904-907,  911-912,  955,  957,  959-961,  1049,  lOSS- 

1059,1142,  1144-1146 

valuation  of  property 209,  212,  213,  228-229.  70S,  721,  813, 

821,  823,  1067,  1069-1070 

decreased  with  increased  consumption 1146 

deductions  for  toll  service 174 

estimated  in  determining  otpitalization 258 

increased: 

by  consolidation  158 

per  telephone  with  number  of  subscribers 154-159 

issue  of  securities  for  payment  of,  unlawful 506-507 

items  chargeable  to 714,  957 

message  instead  of  flat  switching  rate  to  secure ....583 

payment  in  advance  diminishes 621-622 

per  telephone 156-159.  174 

portion  of  replacements  and  maintenance 508 

rates: 

increase  to  secure 538-539 

should  be  adequate  for  reasonable  return  upon  invest- 
ment and  661,  667,  672 

refunding  of  outstanding  bonds  not  chargeable  to 935 

reports    136,    185 

segregation  of  toll  and  exchange  184 

statement  of,  required  by  interstate  commerce  commission..  .659 

ratio   298.  597 

revenues   597 

considered  in: 

extending  Unes  90,  96-98,  101.  298 

fixing  rates  . .  .60-61,  161.  171-174,  298,  624-625,  627,  635-641, 

883,  889-890,  892,  895-897,  904-907,  955-956,  958-960,  1050. 

1144,  1146 

valuation   of   property 209.   212.   215.   228-229.   813. 

823,  1067,  1069-1070 

estimated  in  determining  capitalization 258-259 

inadequate,  increase  of  rate  allowed 440-441 

per  telephone  156.165,  173-174 

reports   136,  185 

statement  of,  required  by  interstate  commerce  commission. ..659 
'See  also  Service.)  ,,,  ,  ,_,_,,_,,  ^  . , ,,.  -,  .^ 
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OPERATORS: 

competent,  must  be  employed 595,  597 

control  of  those  of  one  company  by  connecting  company,  for- 
bidden     964-966 

sabries: 

charged  to  operating  expenses 891,  911,  957,  959-960- 

information  as  to,  filed  with  commission 945 

(See  also  Employees;  Officers.) 
OPTIONS: 

sale  of  property  for 452.  455,  461 

ORDERS: 

errors  corrected  how 277-280 

modified,  for  bonds  issued  as  collateral 567-568 

penalty  for  violation  of  commission's 295,  324,  976,  995,  1000 

review    by    courts 278 

stock  and  bond  issues,  authorizing,  certified  copies  entered  upon 

records  of  corporations '. 261 

ORDINANCES: 

affecting  conduct  of  telephone  bnwness,  copies  filed  with  com- 
mission     974,  977,  985 

appeals  from,  passed  before  creation  of  commissioa,  not  within 

jurisdiction    836 

s  no  power  to  pass  on 919-^6 

franchise   granted   by,   power   of   commission   to  mthhold  ap- 
proval of  367-373 

not   requisite    for   permission    to    construct   toll   lines   through 

municipal    corporations    369-370 

rates,  regulating: 

changed  in   part  by  commission 290 

reduction  by,  of  existing  rates  not  upheld  when  return  is 

only  2.952%    289-294 

wholesale    rates    230 

(See  also  Franchises;  Municipal  Corporations.) 
ORGANIZATION  EXPENSES: 

allowance  for...  135,  248,  261,  496-497,  515,  517,  519-520,  663,  682,  687. 
692,  742,  747,  783,  801,  824,  898,  903,  1052,  1067 

considered  in  valuation 209,  212 

stock  issue  for 1086,  1089 

(See  also  Development;  Promotion;  Reorganization.) 
ORIGINAL  BOOK  COST: 

defined    1W5 

ORIGINAL  CONSTRUCTION.    (See  Construction.) 
ORIGINAL  COST.     (See  Cost.) 
OSSEO,  WISCONSIN: 

rate  increase  for  stockholders 111-112 

"OTHER  LINE"  CHARGE  424 

OUTSTANDING  LIABILITIES.     (See  Liabilities.) 
OVER-CAPITALIZATION.     (See  Capitalization.) 
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riuz 
OVERCHARGES: 

certificates  showing,  given  pending  appeals  from  orders  fixing 

rales 28«gS 

refunds  of  excess  collections: 

rates  higher  than  scheduled M9 

reduced  rates,  from 59S'-W1,  701,  722,725 

unauthorized  rate  increase,  from..  195-201,  599-tiOl,  701,722,723 
(See  also  Rates.) 
OVERHEAD  CHARGES: 

administration 1133,  1141 

allowance  for 248.  2S7,  113J.  113S.  IHl 

18%  on  reproduction  coat,  new 102 

15%  allowance  for 783,  801-802,  BOS,  811-812,817 

15.35%  on  reproduction  cost,  new 898,  mm 

percentages  considered    68S^ 

17.2%  on  reproduction  cost,  new 663,  683,  685,695,097 

deemed  reasonable  135,  Ml-IC 

10%  to   12%  deemed  reasonable  allowance 81^ 

30%  allowance  too  high 805, 811 

12% 96,  684,  686,  697,  700.  TM,  726,  741,  7«-7« 

21.7%  upon  reproduction  cost  deemed  too  high... 663,  683,683, 

695,  W 
22.6%  upon  present  value  deemed  too  high  .663,  683,  685,  695, 697 

not  made  877,881 

contingencies...  135,  228-229,  248,  261,  623,  628-629.  663,  682,  691.747. 
783,  800-801,  815,  899,  903.  1052,  1133, 1141 

5%  allowance  for 1076.  lOeZ-IOJ 

contractors'  profits 135.  516,  741-742.783.  811-812,815,1113 

engineering 135,  209,  216-217,  219.  222.  224-226.  228-229.  248. 

261,  623,  628-629,  663,  682,  690,  783.  797,  801,  815.  899.  903,  1051 
1081-10B3.  1133.  1141 

office,  allowance  for 516 

financing,  cost  of,  allowance  for: 

not  made  135. 1« 

6%   deemed   reasonable '• 

insurance..  .228-229,  248,  261,  516-517,  623,  628-629,  636.  638,  66J,  682. 
687-688,  692.  747,  783,  801,  815,  821,  1061-1«3 
interest  during  construction: 

allowance  for 96,  135.  209.  212.  216-219,  222.  224.  226,  2» 

229,  248,  261,  623,  628-629,  663.  682,  688-689,  690,  692.  71S.  781 
800,  815,  899,  903,  1Q81-106J.  IHl 

9%  allowance  for S16,  518-Sa 

3%  on  reproduction  cost,  new "^ 

items  included  in ^- ^ 

land,  on,  not  approved 1O72-1074 

legal  expenses. .  .209.  216-217,  219.  222,  224-226.  228-229.  663,  68i  »■ 
692.  783,  800-801,  813,  815,  898,  903,  1052.  I081-HK 

materials   6281  630.  63&  «l 

occupation  tax  663.  682,  687,  « 
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OVERHEAD  CHARGES— Continued : 

organization....  135,  248,  261.  663.  682,  687,  592.  783,  801,  824,  898, 

903.  1052 

percentages  for,  not  applied  to  original  cost 1071 

superintendence 783,  799,  801.  815,  899,  903,  1052,  1133.  1141 

taxation   during   construction 228-229,  248,   261.    519-520,    663, 

682.  688,  743,  747,  1081-1083.  1141 
(See  also  Development;  Organization.) 
OVERHEAD  LINES: 
construction : 

permitted  in  outlying  districts 1009-1010 

specifications    for    384-387 

placing  underground 80-82,  129-133,  1007-1009 

toll,  better  than  underground 1007-1009 

(See  also  Lines.) 

OVERLOADED  LINES  90-91,  93,  99-102 

extension  of  lines  required  to  relieve  congestion 761-764 

OWASCO  LAKE,  NEW  YORK: 

telephone  in  railway  station,  discontinued 38-39 

OWNERS'  CONSENTS: 

cost  of  obtaining,  allowed  in  valuation  of  property. . .  514-516,  518-520 
franchise  rights  claimed  by,  when  holding  in  franchise  of  record. 458 
'par  value.     (See  Capital  Stock.) 
PARALLEL  LINES: 

consolidation    approved    when 29^32 

lease  of  lines  by  one  company  to  another  owning 1025-1030 

physical   connection  with   lines   parallel   to   lines   already   con- 
nected    402-405 

(See  also  Competing  Companies.) 
PARTIES: 

proceedings,  to,  commission  has  no  power  over  companien  not, 

105-106,  110 
PARTY-LINES: 

limit  to  number  of  subscribers  on 91.  103,  170,  184.  436-437 

rates 87,  89,  166,  169-170,  181-184.  650-651,  947,  953 

business. ..314-315,  S3S-S36,  538,  592,  651,  868-869,  878-879,  883-884, 
887,  900-901,  905,  908.  947,  1004-1005 
physicians,  to.  for  business  and  residence  telephones  on  same 

two-party  Une  568-570,  572,  57S-577 

reduction: 

excess  mileage  beyond  exchange  radius 940,  942 

summer  service  for 586-590 

residence... 87.  89.  95,  166.   169-170,   181-184.  309.  311,  315,  322. 

535-536,  538,  592,  624,  635.  637,  639,  868-869,  878,  880.  883-884. 

900-901,  905,  908.  947,  1004-1005 

•ame  as  direct  line 62 

not  approved  950-953.996,  998-999,  1001 

selecUve  ringing   95.  538.  869 

suburban   service    535-537 

ten-party    908-909 

two-party  314-315,,  ,^.^5P:^S»c 

(See  also  Farm-Lines.) 

U 
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PAVEMENTS: 

relaying,  inclusion  in  valuation 1137-1U8 

PAY  STATIONS: 
rates: 

inter-zone,  higher  than  subscribers'  rates 50-51,53 

reduction    379-380 

(See  also  Coin-Boxes.) 
PAYUENT: 

advance 582,  592,  602,  fi2(W21,  900,975.990 

diminishes  expenses   620-^ 

discount  for 182,  325-326,  624,  637,  639.  941 

allowed  until  specified  number  of  subscribers  have  been 

connected    fiffi 

diminishes  collection  expenses 309,  311,  9lff 

10%  allowed  607-60^  941 

penalty  for  failure  to  make 309-311,  322 

switching  service,  for 579-580 

deposits  as  guaranty  of 727,  729,  752-751 

prompt : 

discount,  for 64,  409,  771-772,  899-900,  907,  97S,  978,  987, 1049 

not  allowed  309 

period  for,  expended SBS-SWi 

(See  also  Non-Payment.) 
PENALTIES: 

non-payment  of  hills  within  specified  time 309-311,  322.865 

approval  of 113, 116 

withheld    607-608 

refusal  of  service 939 

switching  service,  for 579-580 

toll  service,  for 579-580 

orders.  violaUon  of 295,  324,  976.  995,  1000 

(See  also  Discount:  payment  in  advance.) 
PERCENTAGES.     (See  Overhead  Charges.) 
PERSONAL  INJURIES: 

claims  for  337 

construction,  during,  allowance  tor  liability  for 1081-1083 

employees,  reports  to  commission  required 335-338 

permanent,  defined  337 

reports  to  commission,  required 19,  335-338 

(See  also  Accidents.) 
PHOENIX,  ARIZONA: 

exchange  radius  extended 1-^ 

rate  reduction  for  electric  service 699-725 

PHYSICAL  CONNECTION  1006 

companies  not  serving  the  same  territory,  between 388-389 

competing  companies: 

discrimination  between 105-106 

local  messages,  for,  not  compellable 311-312,  S84-S8S 

required  for  toll  service *' 

"'  "" a'^ 
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PHYSICAL  CONNECTION— Continued: 

compulsory    1018-1019 

cost  of  establishing 355,  358-360 

and  maintaining,  paid  by  whom 1018-1019 

paid  how  106,  111 

disconnection,  restored  after 397-400 

discontinued  with  one  company  and  established  with  company 

giving  better  service 394-395 

farm-lines  42)5-430 

maintained   through    95 

free  iotei-cbange  of  service,  for,  not  required 426-430 

government  lines,  with 117 

information  as  to,  required  by  interstate  commerce  commissi  on.  658 

lines  parallel  with   lines  already   connected 402-405 

made  through  lines  of  another  connecting  company 105,  108-110 

messenger  service  eliminated  by 362-363 

mutual    companies    not    within    jurisdiction    of    commission    for 

authorization    to    make 56 

not  required  when  disadvantageous  to  either  company 426-430 

required  when  72 

revenues,  division  of,  between  connecting  companies 91,  103 

same  facilities-  for,  after  consolidation 559,  560-561 

toll  lines  ....105-111,  426,  429-430 

message  rate  for  417-425 

metallic  circuit  system  not  required  for. 355,  358 

required 355-360,  375,  397-400,  584-585,  913-914 

with  more  than  one  exchange  in  a  town 394-395 

{See  also  Interchange  of  Service;  Switching  Service.) 
PHYSICAL  VALUATION  OP  PROPERTY.    (See  Valuation  of  Prop- 
erty.) 
PHYSICIANS: 

rates,  business  and  residence 568-570,  572,  575-576 

rcMdence  telephones  not  classified  as  business  telephones,  when.. 33 
PIECEMEAL  CONSTRUCTION.     (See   Construction.) 
PLAIN  LANGUAGE: 

defined -, 121 

telegrams  in  Japanese  language  in,  transmission  at  code-language 

rates   U9-128 

PLANKINTON,  SOUTH  DAKOTA: 

rate   increase    95S-961 

PLANS: 

destruction  prohibited 660 

underground  and  aerial  cable  construction  proposed  to  elimi- 
nate dangerous  wire  conditions,  to  be  filed 47-48 

(See  also  Maps.)  ,,,,,,  CA>(.>y[c 

1IH  t^ 
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na 
PLANT: 

abandoned: 

excluded  from  valuation..  .149,  290,  293,  700.  713-714,  722,  736. 
7SI-7S2,  877,  880,  888,  890.  893,  89S-896.  m,  902 

included  in  valuation  for  sale  of  property 782,  792,  809-810 

adequate,  to  provide  for  increased  consumption,  acquiriuB'  com- 
pany to  provide 463-464,  468-469,  4JD 

age,  considered  in  valuation 1135-1136,  1138 

construction,  capitalization  244-261 

cost  per  telephone 147 

duplication : 

burden,  permanent  upon  public 3(2 

consideration  against  competitive  service 3H 

eliminated  by  consolidation 468-40 

eliminated  in  valuation  of  consolidated  properties: 

for  bond   issue , 201-2IS 

for  rate  increase 134,  139,  146-147,  161,  893-696,  898,903 

lease  of  lines  causing,  not  approved 1(C5, 1029 

extensions,  increase  of  rates  after 325-329 

idle,  incluuon  in  plant  value  for  fixing  rates 139,  145-145 

Ufe,  considered  in  valuation 139-140,  1053,  1134-1136 

new,  value   of 1133-1138 

old    1147 

part  allowance  made  for 1138-1139 

reconstruction,  rate  increase  after 32S-3Z9 

unused,  excluded  from  valuation  in  estimating  return 290,  293 

(See  also  Betterments,  Construction;  Depreciation;  Equipment;  Ex- 
tensions; Instruments;  I^nes;  Private  Plants;  Repairs.) 
PLATS: 

showing  lines,  to  be  filed 975,  977,986 

(See  also  Maps.) 
POLE  LINES.    (See  Aerial  Lines;  Overhead  Unes.) 
POLES: 

distributing,  location  in  rear 129,  131,  133 

erection  of,  specifications  for 384,  38i 

joint  use,  by  telephone  and  electric  light  and  power  compa- 
nies     56-57 

location  in  streets  and  highways 8M3 

removal    from    streets 129-133 

single    line    in    street S0-S3 

POLICE  REGULATION.    (See  Regulation.) 
POOR  SERVICE.     (See  Service.) 
PORTABLE  TELEPHONES: 

ntes 309,  311,  319-322.  53S,  »■' 

(See  also  Desk  Telephones.) 
PORTOLA.  CALIFORNIA: 

sale  of  property 862-861 

POWER  COMPANIES:     (See  Electric  Light  and  Power  Compuies.' 
PRAIRIE  DU  CHIEN,  WISCONSIN: 

switching  service  regulated 417-42 

B»  ■'■"■  t>'^ 
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PACE 

PREFERRED  STOCK.     (Sec  Stock.) 
PREPAYMENT.     (See  Payment:  advance.) 
PRESENT  VALUE; 

as  basis  for  rates.. .134,  139-154,  161,  662-663,  668,  682-686,  692-695, 
727,  747,  749-750 
considered  in: 

authorizing  stock  issue 874,  876 

extension  of  lines 90,  96 

fixing  rates 623,  631,  633,  877,  880-881,  888,  890,  893,  895,  898. 

9{B,  904,  10S3-10S4 

valuation  of  property..  ..209.  211-212,  216,  22S-229,  S14,  S20-530, 

701,  717-720.  726-727,  734-739,  747.  749,  801,  804-807,  816-817, 

834.  877,  880-881,  888.  890,  893,  895,  898.  902.  904.  1064,  1067, 

1077-1083,  1135-1136,  1138-1141 

defined 225,*  700,  708.  1065-1066 

percentage  of  reproduction  cost,  new 225-226,  228-229 

property  to  be  acquired,  relation  between  value  of  securities 

issued  and  1105.  1107-1111 

reproduction  cost,  new,  minus  depreciation,  accepted  as.. 209,  225-229 
(See  also  Cost;  original;  Duplication  Cost;  Reproduction  Cost,  New.) 
PRESSURE: 

regulations   for   gas 1123-1149 

PRINTING: 

allowance  for  663.  682,  687,  692 

PRIORITY  OF  SERVICE.     (See  PnbKc  Convenience  and  Necessity.) 
PRIVACY: 

location  of  telephone  booths  to  maintain 996-997,  999.  1001 

PRIVATE  BRANCH  EXCHANGES: 

defined    317 

flat 315.    317 

measured    318 

stations 166,    169-170.    176.    183-184 

trunk  lines 166,  169-170,  176,  183-184.  624 

(See   also   Exchanges;    Offices;    Stations.) 
PRIVATE  LINES: 

rates   169,  183 

PRIVATE  PLANTS: 

break-down    service    to,    discontinued   upon    violation    of    con- 
tract   480-493 

supplying  commodity  to  neighbors,  held  to  be  competitors  of 

public  utility  480,  486-488,  491 

(See  also  Plants.) 
PROFESSION,  PUBLIC: 

obligation  to  extend  and   operate  lines  over  entire  route  de- 
scribed  in    franchise 448-450 

PROFITS: 

contractors: 

allowance  for   135,  516.  1133 

not  made  741-742.  783.  811-«12,  815 

Iv  ^ ■■■■■■ ^'^ 
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PROFITS — Continued; 

distributed  among:  members  of  co-operative  associations..  .951,  954 

holding  companies,  to  be  shared  with  consumer 467 

promoters'  244-245,  248-249,  25J-254 

sub-contractors',  allowance  for 741-742,   1133 

(See  a.1so  Dividends;   Ketum  upon  Investment.) 
PROMISSORY  NOTES: 

bond  issue  as  collateral  security  for 1091,  1093,  1095 

cancellation  of  those  issued  without  authority !0W 

interest  on    8S0-8S! 

issue: 

in  lieu  of  invalid  notes 1040-1045 

refunding  of  obligations,  for 850-852 

refunding  of  short  term  notes,  subject  to  approval  of  com- 
mission   1040-1045 

reorganization  of  insolvent  corporations,  limited 204-205 

refunding,  bond   issue   for 493-530 

renewal  of  short  term 1040-1044 

stocks  and  bonds  pledged  as  security  for,  not  to  be  lien  upon 

property    44! 

(See  also  Bonds;  Capital  Stock;  Ccrtiticates;  Securities.) 
PROMOTERS: 

profits   244-245,  248-249,  2S3-2S4 

PROMOTION: 

expenses    214-215 

no  allowance  for 743,  747 

stock  issue  to  pay 1084-1086,  1089 

(See  also  Development;  Organization.) 
PROMPT  PAYMENT: 

discount 64,  409.771-772,899-900,907,975,  978,  987,  1049 

not  allowed    309 

period    for,    extended .,'«3-584 

PROPERTY: 
acquisition  of: 

approval,  not  grounds  for  claim  of  right  to  issue  stock 461 

bond  issue  for 202-204,  UOS-llU 

company  whose  prospects  aire  doubtful,  bond  issue  for, 

1106,  mO-1111 

note  issue  for UOS-IIII 

stock  issue  for 20^204,  1084-1090 

considered  and  valued  as  a  whole,  not  in  parts 783.  SZZ 

damages  to,  resulting  from  accidents,  report  to  commission  re* 

quired  336^  338 

different  jurisdictions,  mortgages  covering 1113,  1121 

encumbrances  on,  subject  to  approval  of  commiaston 1113,  112D 

non-operative,  excluded  from  valuation 1050-1052 

private,  devoted  to  public  use,  subject  to  regttlatios 843-844 

purchase  of.    See  acquisition,  tupra. 
Ivi 
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FAGS 

PRO  PERTY— Continued : 

application  for  approval  of  agreements  opon 325-329 

approval 11-13.  30Z-304,  363-364,  S65-S66,  857-860.  862-864 

denied  381 

dependent  on  company's  ability  to  make  betterments. 

462,  465-466,  471 

lease  of  lines  may  involve 1113,  1121-1122 

information    concerning,    required    by   interstate   commerce 

commission    6S7-6S8 

involving  division  of  territory,  disapproval  of 381-383 

municipal  corporations,  to 439-440 

option 452,  455,  461 

payment  partly   from  bond  issue  and  partly  from  surplus 

when  plant  duplication  exists 201-202 

price  paid  not  binding  for  other  purposes 302,  304,  446-447, 

860,864 

valuation    781-835 

See  also  Consolidation;  Conveyances, 
value    of,    relation    between    value   of    securities    to    be    issued 

and    1105,  1107-1111 

(See  also  Valuation  of  Property.) 
PUBLIC  CONVENIENCE  AND  NECESSITY: 

approval  of  franchise  by  commission,  dependent  upon,  condi- 
tions     372 

certificates   203,  313 

extension  of  lines  into  territory  not  completely  occupied  or 

not  adequately  served  by  existing  utility 206-208 

granted  to  second  company: 

operation   in   territory   from   which   the   existing   utility 

withdraws  533-S37,  8S3-8S7,  949-950 

when  existing  utility  is  willing 303-311,  313 

granting  of,  not  to  be  taken  as  approval  of  applicant's  rate 

schedule   537 

operation  of  mutual  companies  as  a  public  utilities  without, 

339-340 
priority  of  service,  and  reasonable  time  allowance  to  supply 

adequate    service    273-277 

reasonable  time  allowance  to   complete   project  for  which 

granted    206-208 

second  company: 

ability  to  give  adequate  service  at  a  less  rate  than  ex- 
isting utility,  to  be  shown 207 

denied  admission  to  territory  when  not  required  by, 

262-263,  367-376 
seeking  to  enter  territory,  examined  as  to  fulfillment  of 

duty  in  territory  already  served 206-207 

consolidation  subserves  888-889,  893-894,  1020,  .1023 

extension  of  lines  required  by 760-765 

physical  connection  with  toll  lines  required  by 397-400 

power  of  commission  to  prohibit  construction  of  competing  util- 
ity unless  required  by 646-647 
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PUBLIC  CONVENIENCE  AND  NECESSITY— Continued : 
purchase  of  capital  stock  of  one  company  by  another  serves, 

345-346 

sale  of  property  approved  when  it  subserves 860 

PUBLIC  PROFESSION: 

obligation   to   extend  and  operate  lines  over  entire  route   de- 
scribed  in    franchise 448-450 

service  through  line  not  owned  by  utility,  not  obligatory 1163-II64 

PUBLIC  OWNERSHIP.     (See  Municipal  Ownership.) 
PUBLIC  SERVICE  CORPORATIONS.     (See  PubUc  Utilities.) 
PUBLIC  TELEPHONE  STATIONS.     (See  Pay  StaUons.) 
"PUBLIC  USE": 

telephone  system  for,  a  public  utility 928-929 

PUBLIC  UTILITIES: 

competitive  telephone  service,  un desirability  of 373-374 

defined  928 

established  in  territory,   entitled  to  protection 375 

filing  of  rate  schedules  not  required  until  rules  and  regulations 

are  prescribed 330-332 

franchises,  power  of  commission  to  withhold  approval  of  ordi- 
nances granting    367-376 

obligation  to  render  service  without  discrimination 843-844 

operation  of  muttial  companies  without  certificates  to  do  business 

as 339-340 

regulation  by  municipal  corporations 1037-1040 

surrender  of  powers  to  commission 195 

reports  of  accidents,  regiilations  governing 335-338 

sanitary  and  police  regulation  of.  within  city's  rather  than  com- 
mission's jurisdiction    1037-1040 

systems  devoted  to  public  use  deemed 928-929 

(See  also  Common  Carriers;  also  the  names  of  various  kinds  of 
utilities.) 
PUBLICATIONS: 

concessions  in  specified  cases  to  be  printed  in  newspaper. 323-324 

proposed    867-869 

schedules  changed  without 67 

PURCHASE  OF  PROPERTY.    (See  Sale  of  Property.) 
RADIUS  FOR  SERVICE: 
exchange: 

centre  for  measuring  excess  mileage  beyond 940,942 

change  not  approved 39-41 

established  535-536 

extended   1-3 

rates  beyond  884,  894,  898,  901,  940-943 

(See  also   Territory;   Zones.) 
RAGAN.  NEBRASKA: 

switching   rates    ,..,.,,. .JW^SO? 
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RAILWAYS: 

adequate  service  required  from  interstate,  'vrithin  state 234-243 

bond  issue  allowed  for  extensions  and  betterments 441-446 

completion  to  termini  specified  in  charter  and  franchise,  power 

of  commission  to  order .448-450 

consolidation  of  no n- competing,  contiguous  lines 1020-1024 

dissolution  of  combination  in  restraint  of  trade 186-194 

free  transportation  to  telephone  employees 66 

grade    crossings,    changes    in    telephone    wire    construction    ne- 
cessitated by  elimination  of 1007-1009 

high  tension  lines,  specifications  for  construction  of 384-387 

interchange  of  service  with  newspapers  and  magazines,  for  ad- 
vertising   300,  779 

profitableness  of  portion  of  line  not  to  determine  rates 438-439 

increase  in  commutation 272-273 

reduction  of  class 438-439 

stations: 

free  service  to,  prohibited 34,  966-968,  974,  984 

sound-proof  telephone  booths  installed  in,  for  telegram  toll 

service  305-306 

telegraph  offices,  in,  telegram  toll  service   substituted   for, 

upon   discontinuance 26-28 

telephones  in: 

discontinuance  not  approved 38-39 

required    341 

(See  also  Street  Railways.) 
RATE  OF  DEPRECIATION.    (See  Depreciation.) 
RATE  OF  RETURN: 

8%  deemed  reasonable 701,  720,  722,  727.  746 

on  fair  value  allowed 84,  86-87 

on  present  value  deemed  reasonable 1055,  1062 

fair: 

stockholders  entitled  to 699,  701,  707.  716,  783.  792-794, 

826-833,  1045-1046,  1054 
value  of  property  upon  which  company  is  entitled  to, 

1123.  1132,  1142-1143,  1148 

4.5%  earned    915-916 

14%  allowance  for  depreciation  and 113-llS,  649,  652 

rates  should  be  adequate  for  operating  expenses  and  reasonable, 

661,  667,  672 

reasonable,  rate  increase  to  secure 425-426 

7%: 

allowance  for    892 

on  present  value  allowed 134,   136,  159-162,   174,  623,  635, 

638-639,  878.  882-883.  888,  892-893,  896-897.  906 

deemed  too  high  when  service  is  poor 664.  696-696 

on  reproduction  cost,  nev 955,  959,  961 

on  toul  value 623,  635^  638-639 

lix  ''  '  ~''^'''" 
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RATE  OF  RETURN— Continued: 

7.5%  on  investment 90,  96,  96-100 

6%: 

considered  reasonable 664,  696 

deemed  the  rainimum 160-16! 

10%,  not  deemed  excessive  if  rates  are  reasonable 701.  724 

10.2%  on  investment  allowed 296,  298 

10.8%  on  present  value  allowed 1062 

12.9%  for  interest,  reserves  and  return 59,  62 

20%  on  present  value  deemed  excessive 955,  957-958 

2.5%,  semi-annually  Itl6 

2.952%,  rate  reduction  required  by  ordinance  not  upheld,  when 

earnings  are  only 289-291,  293 

variable,  should  be,  with  quality  of  service 661,  664,  667,  698 

(See   also   Return   upon    Investment.) 

RATES  107 

additional: 

certain  toll  service,  for t07 

individual  farm  service,  for 361 

adequate: 

payment  of  bond  interest,  for 201 

should  be,  for  operating  expenses  and  a  reasonable  return 

upon  investment 661,  667,672 

adjoining  exchanges,  between..., 33,  107 

advertising,  jurisdiction  of  commbsion  over 837-838,  840.  844-845 

air  line  basis  for  toll 544-545,  547,  549,  555.  557,  616 

amount  of  business  as  basis  for S44,  556,  838-839 

disapproval  of  609,  611-61Z 

annual,  10%  discount  for  payment  in  advance  of 607-606 

apartment  houses  901 

extension   telephones    318 

flat  317 

measured  318 

automatic  system  166,  169-170,  181-184 

automophone   telephones    538 

auxiliary  service   737 

bases  in  fixing,  mileage  tn  addition  to  local  exchange  rate  for 

double  exchange  service 42-46 

boarding  houses  317,  704,  900-901 

1  telephones  318 


branch  exchanges    316-318 

stations  166,  169-170,  176,  183-184 

trunk  lines  166,  169-170.  176,  183-184,  624 

break-down  service,  for 483,  487 

higher  than  ordinary 731 

business... .61,  63,  87,  89,  9S.  113.  115-116.  166-167,  169-170,  181-183. 
53S-S36.  538,  592,  596,  624,  635,  637,  639,  650,  702.  704.  863,  865,  868- 
869.  878-879,  883-884.  889,  892-895,  897-898,  900-901,  947.  953,  957-9581 

,^..ifm^m 
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busin  e  as — Continued : 
and  residence: 

combination  rates  when  maintained  by  same  party, 

996,  1000-1001 

difference  in,  reasonable 568-S77 

same,  deemed  discrimination 9S0,  9S2-953 

double  exchange  service,  for 45-46 

duplex  line,  unlimited 326,  328 

extension  telephones 166,  169-170,  183-184,  6S1 

flat  309,311,314.319-322.326,328,592.947 

four-party  line 314-315,  887 

increase  936 

measured  service 316,  318 

party-lines 87,  89,  166,  169-170,  181-183.  314-315.  322,  535-536, 

538.  592,  651,  868-869,  878-879.  883-884,  887,  900-901,  905,  908, 

1004-1005 

double  exchange  aeirice,  for 45-46 

portable  telephones  309,  311 

reduction  104-105 

uniform,  for  various  kinds  of  business 59,  62 

use  and  not  location  of  telephone  to  determine 568-570,  572 

574-575 
cancellation   of  schedules 947-948 

after  reconstruction  of  lines,  approval  of 325-329 

extension  of  lime  for  making,  application  for 333-334 

investigation  necessary  before  making 330-332 

pubhcation    required    868-869 

to  be  shown  in  application  for  reduction 323-324 

without  statutory  publication  or  notice. 67 

cipher,    for    transmission    of    telegrams    in    Japanese    language, 

128-129 

class,  declared  unreasonable,  reduction 438-439 

classification  568-569,  571-574,  704 

should  be  made 950,  952-9S3 

two  classes  deemed  sufficient 59 

code: 

ringing  party-lines  869 

transmission  of  telegrams  in  Japanese  language,  for 128-129 

coin-boxes   316 

combination : 

business  and  residence  telephones  maintained  by  same  party, 

996,  1000-1001 

local  rates  in  determining  through 365-366 

spo^er  to  fix 622,  625-626,699,  706 

1  battery  system  for  farm-lines 169-170.  183-184 

nnot  established,  no  charge  for 1003,  1005 

Ixi 
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RATES— Continued : 

comparison  of  various  localities 167,  180-182,  438 

competitive,  service  less  than  cost  to  drive  competitor  from  field    416 
concessions; 

in  specified  classes  of  cases: 

allowed  8-U 

printed  in  newspaper 323-324 

municipal  corporations ' 325-329 

prohibited  725,  728,  73fr-731 

conjunctional  service 1150-1152,  1154-1155 

consolidation,  upon  134-185.  446-447 

contracts  fixing   230 

based  on  amount  of  business.. 838-S39 

discrimination  between  old  and  new  subscribers 431-433 

increased  upon  expiration  of 35-37 

measure  of  rates,  to  be  fixed,  taken  as 231 

subject  to  authority  of  commission 230-231 

cost  of  service,  in  determining 365-366,  909-912 

county  service   166 

desk  telephones 61,  535-538,  651,  863.  901 

same  as  wall  telephones,  should  be 59,  62 

destinating  calls,  commissions  allowed  upon 355.358-359 

determined  by  use  and  not  location  of  telephone.. 568-570,  572,  574-575 
deviations : 

allowed  in  specified  classes  of  cases 8-11 

filed  with  commission  323-324 

discount: 

in  proportion  to  amount  of  gas  consumed 703,  771-772 

payment  in  advance 182,  325-326,  624,  637.  639 

allowed  until  specified  member  of  subscribers  have  been 

connected  602 

prompt  payment. .  .64,  409.  771-772.  899-900,  907,  975,  978,  987,  1049 

not  approved  309 

period   for.  extended 583-584 

subscribers  owning  instruments 362 

discrimination  568,  571-572 

between  competing  companies 837-840,  844 

combination  for  business  and  residence  telephones  to  same 

party  996,  lOOO-lOOl 

contracts  providing  for  reduction  tor  rights  of  way 195-201 

eliminated: 

by  establishment  of  uniform  rates 865-866 

by  increase  or  reduction 8-11.  35-37 

enforcement  of  schedule  to  eliminate 330-332 

to.   required  by  interstate   i 


large  and  small  users 1150-1162 

localities,  between   543-SS8 

lower   to  proprietor,    for  combination   of  proprietor's  and 

s'  consumption,  deemed 1150-US2,  1154-1 162 
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RATES — Continued: 

discrimination — Continued: 

members  and  non-members,  between 950-954 

new  subscribers  required  to  pay  measured,  instead  of  flat, 

431-434 

prohibited   699,  703-705,  725,  728,  730-731 

same  for: 

business  and  residence  service 950,  952-953 

party-line  and  individual  line  service 996,  998-999,  1001 

stockholders  and  n on- stockholders,  between 111-112,  406-407, 

605-606.  962-963,  966.  968.  974,  976-979 

subscribers  and  no n -subscribers,  between 609-611,  616-617 

switching  fee  in  addition  to  toll  chaise,  deemed 580-581 

toll    543-558 

fee  to  n OR- subscribers  not  deemed 406 

doctors: 

business  and  residence  telephones  on  same  two-party  line, 

568-570,  572,  575-577 
residence  telephones  not  classified   as  business  telephones 

when    33 

double   exchange   service 42-47 

toll,  not  to  be  charged  between  subscribers  to,  and  local 

subscribers   42-43,  47 

duplex  lines,  unlimited 326,  328 

effect: 

of  control  through  stock  ownership  without  tner|;er  or  con- 

soUdation   466-468 

of  giwranteed  rental  on  future 1112,  1I17-II18 

employees  SS3 

excess  calls  316,  318 

excess  collections; 

certificates   showing,   given,    pending   appeals   from   orders 

fixing  284-285,  649,  651 

refund  of.  ordered 599-601,  701,  722,  725,  849 

unlawful    322-324 

excess  mileage,  beyond  exchange  radius 940-943 

exchanges  adjoining,  intercommunication  between 33,  107 

existing: 

maintained  after  consolidation 446-447 

presumed  reasonable  272 

extension  bells 87,  89,316.  S38,  579,884,894,  898,901 

extension  telephones. .  ..87.  89,  166.  169-170,  183-184,  309.  311,  316-317, 
321-322,  S68.  576,  579.  650-651,  868.  878.  883-884,  894,  898,  901,  905,  947 

apartment  houses  318 

boarding  houses    318 

calling  and  talking  sets £24 

discount  for  payment  in  advance  not  approved 624 

hotels  318 

residence    ^\\i- 

l^jj.  '- ■■■■■■■■■  ^ a"- 
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farm-lioe 61.  63,  9S,  lo;,  113,  llS-116,  166,  169-170,  183-184,361. 

535,  537-538,  582,  596,  868-869,  878,  883-684.  889,  892-894.  897.  90S, 

908,947,957 

business    876-879 

charge  in  addition  to  terminal  fee,  for  toll  messages,  dd- 

lawful   607-609,  612^15 

increase: 

installation  of  metallic  service,  upon 946 

secure  fund  for  extensions 641,  6(5 

residence  878-879 

switching 414-415,  635,  637,  639,  909-913,  964-966,  974,  9e^984 

toll  90-91,  94-95,  103,  879,  S86 

See  also  suburba.n,  infra. 
50%  greater  than  regular,  for  two  parties  using  same  telepbone..582 
flat: 

branch  exchanges 316-317 

business  309,  311,  314,  319-322.  592,  947 

discontinued,  substituted  by  metered 1048 

farm-lines    878-879 

four-party  residence  319,  3Z1 

higher  than  metered 1046 

instead  of  message  for  switching  service 964-96S 

receiving  lines  315 

residence  309,  311,  315,  319-321,  592,  947 

sending  lines   315 

suburban    315-316 

switching  service,  for 974,982-984 

substituted  by  message  charge  to  secure  sufficient  operat- 
ing expenses  563 

toil,  message  instead  of 583,  969-970,  972-973 

franchises   regulating: 

applicability    27S 

approval   936 

withheld  pending  amendment  of  franchise HOI 

future,  for.  conditional  on  installation  of  certain  number  of 

telephones  IW 

reduction  not  required  when  only  2.952%  return  is  made.  .289-29* 

subject  to  change  by  commission 898.  901-903 

"general" 1150-1154,  1156-1157,  1159-1 160 

gross    900 

grounded  line  system 95,  53S,  864 

h»ul: 

long  and  short    365-366 

application  to  maintain  schedule  violating  rule  for. ..333-334 

hotel   317,  704 

extension   telephones    318 

measured  service    318 

inadequate : 

increase  allowed  440-441 

operating  expenses  and  depreciation,  for 111-112 

IXIT 
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RATES — Continned: 

inclusion  of  tenants'  consumption  to  give  proprietor  wholesale 

rates,  deemed  discriminatory 1151-1152,  1154,  1156-1162 

increase   401-402 

after  s^ning  of  contracts  for  service 331 

allowed  when  unremunerative 230.425,  440-441,  S39 

approval   409 

classification  of  service,   following 950-954 

company's  assets  and  liabilities  considered  in  granting 436-437 

conditional  on  installation  of  certain  number  of  telephones, 

franchise    providing    for 165 

consolidation,  upon  134-185,  8S8-908 

disapproval  of   661-699 

continuous  service,  for 84,  87,  S9,  436-437 

denied    955-961 

denied  when  service  is  poor 1032-1033 

effect  on  service 272-^3 

ctimination  of  discrimination  by  reduction  or 6-11,  111-112 

extension  of  plant,  with 156,  165 

farm-lines,  to  secure  funds  for  extensions 641,  645 

improvement  in  service,  following 325-329,  591-593,  602-603, 

649-654 

metallic  service,  for 946 

not  to  be  allowed  after  consolidation 446-447 

reasonableness,  burden  of  proof  on  carrier  to  show 272 

reconstruction  of  plant,  following 325-329 

switching  service  64-65 

toll,  denied    103-104 

transient  messages  401-402 

unauthorized,  refund  of  excess  charges  from..  ..599-601,  701.  722, 

725.  849 

unexpired  contracts   not  affected  by 436-437 

unwarranted  when  net  income  of  12.9%  on  investment  is 

earned    59-63 

when  number  of  subscribers  increases 591-593,  936 

individual  branch  exchanges 166,  169-170,  176,  183- 1S4 

information  as  to,  required  by  interstate  commerce  commission. .657 

installation  charge  for  short-term  service 868 

instruments  owned  by   subscribers 362 

interchange  of  service  17-18,  388-389,  969-973 

reduction  for  66.^ 

intercommunicating  system: 

adjoining  exchanges  33,  107 

business  and  residence 317 

when  subscribers  own  and  maintain  stations 579 

inter-zone  .' 170,  184,908-909 

toll,  reduction 49-53,  543-558 

investigations    1003-1005 

ot  bind 
txv 


SUBJECT  INDEX. 

RATES — Continued; 

schedules,    regulations   for 24 

totl  agreement,  approval  of  coininissibn  withheld 382-383 

large  and  smiill  users,  discrimination  between 1150-1162 

less  than  scheduled  8-11 

collection  of  undercharges  ordered,  from  consomera  paying, 

701,  724.  849 

unlawful   323 

limited  service.    See  measured  service,  infra. 

load  as  factor  in  fixing 282 

local,  combination  of.  in  determining  toll 365-366 

localities: 

comparison  of  various , 167,  180-182,  438 

discrimination  between,  due  to  zones 543-5S8 

lockout  system  169-170,  183-184 

long  and  short  haul,  application  to  maintain  rates  violating  rules 

for  333-334 

low: 

demanded  by  public  policy 272 

not  suflicient  reason  for  granting  certificate  of  public  con- 

!  and  necessity  to  second  company 206-208 


demand  charge  for  break-down  service 483 

protests  against  establishment  of,  to  be  heard 1003-1005 

measured  service  181-182 

apartment  house  318 

boarding  bouse   318 

business  316.  318 

disadvantages    16Z-lS3 

private  branch  exchange 318 

residence    .' 316 

message: 

inter-zone  170,  184 

non-subscribers,  to  605-606 

switching  service   64-65,  414-41S,  417-42S.  583 

messenger  service  8^-85,  87,  89 

fee  in  addition  to  regular  terminal  charge,  disapproved, 

607-609.  612-61S 

metallic  circuit  system 95,  538.  582 

approval  of   877-885 

increase  upon  installation  of 649-654.  946 

metered  service: 

electric  companies  297-299 

gas  companies  290,  294 

water  companies  230-231 

mileage: 

addition  to  local  exchange  rate  for  double  exchange  service, 

42-46 

beyond  exchange  radius ....535-537,  940-943 

exact,  impracticable  basis  for  toll 544,  547,  550,  553,  555 

Ixvi 
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RATES — Continued: 

rainimum  charge 23ft-23I,  290,  294.  296-299,  1031-1033,  1048, 

1061,  1063-1064 

break-down  electrical  supply  service,  for 483 

electrical  service,  for 70^703.  723-724,  7S3-7S4 

yearly  instead  o£  monthly,  reduces  cost  of  service 768-770 

money  transfer  service 872-673 

more  than  scheduled,  unlawful 322 

municipal  corporations,  concessions  in 325,  327 

net    282-283 

for    prompt    payment 900 

no  charge  if  communication  is  not  established 1003,  1005 

nurses,  residence  telephones  not  classified  as  business  telephones 

when    33 

occasional  service  295-299 

one-way  service    90O-901 

switching  fee  for  telegrams  and  toll  messages  not  approved, 

580-581 
ordinances  fixing: 

reduction  of  existing  rates  not  upheld  when  return  is  only 

2.952%   289-294 

wholesale   230 

originating  calls,  commission  allowed  upon 355,  358-359 

"other    line"    charge    424 

overcharges: 

certificates  showing,  given  pending  appeals  from  orders  fix- 
ing rates 284-285,  649,  6S1 

refund  of,  ordered 849 

party-line  87,  89,  166,  169-170,  181-184,  6S0-6S1,  947,  953 

business 314-31S,  322,  535-536,  538,592,651,  868-869,878-879, 

883-884,  887,  900-901,  905,  908,  1004-1005 

code    ringing    869 

double  exchange  service,  for 45-46 

four-party  service  314-315,  319,  650-651 

physicians,   to,    for   business  and    residence    telephones   on 

same  two-party  line 568-570,  572,  575-577 

reduction : 

excess  mileage  beyond  exchange  radius 940,  942 

summer  service,  for 586-590 

residence 87,  89,  95,  166,  169-170,  181-184,  309,  311,  315,  322, 

535-536,  538,  592,  624,  635.  637,  639,  868-869,  878,  880,  883-884, 
900-901,  90S,  908,  947,  1004-1005 

same  as  direct  line 62 

not  approved 950-953,996,998-999,  1001 

selective  ringing  95,  S38,  869 

ten-party    908-909 

two-party  314-315,  582,  650-651 

pay  sution    401-4(2 

inter-zone,  higher  than  subscribers'  rates....' 50-51,  53 

not  to  exceed  toll  rates  from  subscribers'  stations,  when. .379-380 
Ixvii  ■■■"■■■ c>'" 
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payment: 

advance  582,  592,  602,  62(^621.  900,  975,990 

diminishes  collection  expenses 621-622 

discount  for  182,  325-326,  624,  637,  939 

diminishes  collection  expenses 309,  311,  907 

10%  allowed  607-608,  941 

penalty  for  failure  to  make 309-311,  322 

switching  service  579-580 

deposits  for  guaranty  of 727,  729,  752-7S3 

physicians,  residence  telephones  not  classified  as  business  tele- 
phones when    33 

portable  telephones  309,  311,  319-322,  535,  863 

prescribed   by   commission   848-849 

private  branch  exchanges: 

Bat  315.317 

measured    318 

trunk  lines  166,  169-170,  176,  183-184.  624 

private  line  instruments 169,  183 

professional  entries  in  directories 568-570,  575-576 

profitableness  of  portion  of  line,  not  to  determine 438-439 

prohibitive,  discourage  development  of  company's  business. .586,  589 
prompt  payment: 

discount  for 64,409.  771-772,899-900,  907,  975.  978,987,  1049 

not  approved  309 

period  for  discount,  extended 583-584 

publication  of  proposed 867-^69 

radius  for  exchange,  beyond 535-537,  884,  894,  898,  901,  940-943 

readiness-to-serve  charge 162,  295-297,  299 

reasonable: 

existing,  presumed  to  be 272 

schedules  of,  to  be  filed  with  commission 388-389 

receiving  line   315 

reconstruction  of  plant,  after 325-329 

reduction  323,  362 

allowed  in  specified  classes  of  cases 8-11 

business    104-105 

contracts  for,  filed  for  approval 8-11 

dependent  upon  reduction  of  wholesale  rates 280-286 

elimination  of  variations  in  rates  by  increase  or 8-11 

gas  service,  for 1123-1149 

increase  in  business  following 721,  723 

inter-zone  toll  49-53,  543-558 

mileage,  beyond  exchange  radius 940-943 

money  transfer  service 872-873 

municipal  service   936 

pay  station  379J80 
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reduction — Continued : 

required    by    ordinance,    not   upheld    when   return   is    only 

2.952%  289^294 

rights  of  way,  for: 

2nd  interchange  of  service ....66-67 

deemed  discrimination  195'201 

summer  service  586-S90 

telegram  toll  service  less  than  telephone  toll 342-344 

telegraph  messages  301 

toll    876-877 

protests  against,  to  be  heard 1003-lOOS 

unreasonable  class  438-439 

when  more  than  fair  return  upon  investment  is  earned.. 699-755 

when  unreasonable  277-286 

wholesale    1031-1033 

without  notice  380 

refund  of  excess  collections,  ordered 599-601,  701,  722,  725,  849 

regulation  by  commission 786-789,  974-995 

relation  to  service  666,  915-917,  938 

rental  rate  covering  toll  service,  approval  of 610-611,  616-617 

residence 61.  63.  87,  89,  95,   166,  169-170,  181-184,  535-536,  538, 

592.  624,  635,  637,  639,  651,  702,  704,  863,  865,  868-869,  878,  883-884, 
889,  892-895,  897-898,  900-901,  905,  947,  953,  9S7-9S8,  1003-1005 
and  business: 

combination    rate   when   maintained  by   same    party, 

996,  1000-1001 

diSFerence  In,   reasonable 568-577 

the  same,  deemed  a  discrimination 950,  952-953 

discount   for   prompt   payment 64 

double  exchange  service,  for 4S-46 

duplex  line  326,  328 

extension  telephones 166,  169-170,  183-184 

flat  309,  311,  315,  326,  328 

measured    316 

party-lines 87,  89,  95.   166,   169-170,   181-184,  309,  311,  322, 

S3S-S36.  538.  592,  624,  635,  637,  639,  868-^69,  878,  880.  883-884, 
900-901,  905.  908.  947,  1004-1005 

double  exchange  service,  for 45-46 

rights  of  way,  reduction  in  exchange  for 66-67,  195-201 

schedules: 

adherence  to  848-849 

agreement  with  municipal  corporations  as  to 325-329 

approval  622-641,  867-868 

not  involved  in  approval  of  stock  issue 1088 

reconstruction  of  lines,  upon 326,  328 

withheld    607-609 

cancellation    947-948, 
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schedules — continued: 
changes  in: 

application  for  extension  of  time  to  make J33-334 

unlawful  unless  approved  by  commission 323-324 

without  statutory  publication  and  notice 67 

charges  less  than 8-11,  323-324,  701,  724 

combination  of  local  rates  in  determining  toll,  unreasonable, 

365-366 

commission  to  be  notified  before  change  in 32S 

filing  388-389.  6I4-61S.  943 

not  required  until  rules  and  regulations  are  prescribed. 

330-332 

part  of,  fixed  by  ordinance,  changed  by  connnission 290 

publication   1 151-1152.  1162 

regulations  for  23-25 

telegram  toll  service 342-344 

violating  of,  forbidden  480,  492-493 

selective  ringing  line 95,  538,  869 

sending  line    315 

service  less  than  cost: 

to  drive  competitor  from  field 416 

unjustifiable   699,  721 

short  optional  838,  840 

short  term   ....'. 586-590 

installation  charge  868 

special,  based  on  amount  of  business 838-839 

standard: 

application  to  enforce 330-332 

increase  to,  upon   expiration   of  contracts... 35-37 

reduction  to  make 876 

station,  branch  exchange 166,  169-170,  176.  183-184 

stockholders: 

assessments  discontinued  Upon  establishment  of. .113-116,  962-963 
and  non-stockholders 962-963,966,  968.  974.  976-979 

storage,  increase  allowed 440-441 

subscribers: 

owning  instruments  362 

pay  station  rates  not  to  be  higher  than  toll  rates 379-380 

suburban  315-316.  535-537 

desk   telephones    535-537 

zone  system  for 315-316 

See  also  farm -line,  supra. 

switching 61,  417-425,  614,  892.  896,  909-913.  957-958,  964-966. 

969-970,  973-974.  982-984,  1019 
charge  in  addition  to  regular  terminal  fee.  unlawful..  ..612-615 

farm-line  635,  637,  639,  909-913 

fixed  by  statute 414-415 

when  lines  are  built  and  maintained  by  subscribers- -535.  537 

fee  for  receiving  toll  messages  not  approved S80-5B1 

increase   64-65 

maximum   72,  74-75.  79.  410-413 

message  instead   of  flat 583 
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switch  ing— con  tinued : 

messenger  fee  in  addition  to,  not  approved 607-609 

not  uniform   to   all   companies 938 

operating  expenses  considered  in  fixing 421-422 

per    message    64-65 

to  lines  directly  connected 417-^5 

telegram  toll  service,  reduction 341-344 

terminal  charges  63S,  637,  639 

delivery   charge  in   addition   to   regular  toll   fee,  unlawful, 

966-967,  974.  976-977,  979-982 

switching  fee  in  addition  to,  unlawful 607-6O9,  612-615 

theory  and  practice  of  fixing 543,  552,  666-667 

through,  not  to  be  based  on  combination  of  local  rates 365-366 

toll 109-110,  417-42S,  429,  534-535,  537,  624,  635,  637,  639,  865, 

888,  969,  973 

air  Une  basis  for S44-54S,  547,  549,  555,  557.  616 

changes  in; 

upon  substitution  for  messenger  service 362-363 

without  statutory  publication  and  notice 67 

combination    of   local    rates,    for,   unreasonable 365-366 

charge  to  non-subscribers,  not  unjustly  discriminatory.  ..950,  952 
commissions  allowed  on  originating  and  destinating  calls, 

3S5,  358-359 

connecting  lines,  over 417-425 

discrimination  in,  between  subscribers  and  non-subscribers, 

609-611,  616-617 

divisionof  interline....4,  6,  8,  11-13,91,  103,  107-108,  111,302-304, 

308,  310-311,  3SS,  358-359,  394-39S,  397-400,  537,  855-856,  913-914, 

966,967,  969-970,  973 

double  exchange  service  subscribers  and  local  subscribers, 

not  to  be  charged  between 42-43,  47 

farm-lines,  to 90-91,  94-95,  102-103,  879 

increase  denied    103-104 

terstate,  not  within  jurisdiction  of  state  commission 39-40 

ter-zone   170.  184,  S43-S58 

reduction  49-53,  S43-55B 

joint,  agreement  for,  approval  of  commission  withheld.. 382-383 

message  instead  of  flat 583.  969-970,  972 

non-subscribers,  to  406-407 

not  to  exceed  charges  by  other  companies  for  like  service, 

595,  598 
physical    connection,    received    through,    paid   to    company 

first  connected  in  town 394-395 

reduction    876-877 

between  zones  49-53,  543-558 

protests  against,  to  be  heard 1003-1005 

relation  to  pay  station  fees 379-380 

rental  charge  covering 610-611,  616-617 

subscribers  and  n on- subscribers 609-611,  616-617,  lOlft-lO^C 

Uxi  ' 


SUBJECT  INDEX. 

PACK 

RATES — Continued: 
toll — continued; 

switching:  fee  for: 

in  addition  to  tegai^r  terminal  fee,  unlawful.. 607-<i09,  612^15 

not  approved   580-581 

telegrams,  transmission  by  telephone      See  telegram  toll  serv- 
ice, ntpra. 
terminal  charge: 

for  delivery,  in  addition  to   regular  toll 966-967,  974, 

976-977,  979-982 
paid  by  company  originating  messages,  disapproved.. 964-965 
violating  long  and  short  haul  rules,  application  to  main- 
tain     333-334 

transient   messages    401-402 

trunk  lines 315,  317-^18 

branch  exchanges 166,  169-170,  176,  183-184,  624 

incoming  166,  169.  183 

two-way  317 

connecting  intercommunicating  system ^.318 

two  parties  using  same  instrument 582.  894,  898,  901 

undercharges,  collection  of  rates  less  than  scheduled..  ..701,  724,849 
uniform: 

eliminate  discrimination    865-866 

for  same  class  of  service 1000-1001 

required 865 

various  kinds  of  business,  for 59,  62 

unlimited  service.    See  flat,  supra, 

unreasonable,  reduction    277-286.  438-439 

unremunerative,  increase  allowed  when 230,  425,  440-441,  539 

use  and  not  location  of  telephone  to  determine.. 568-570,  572,  574-575 
valuation  of  property  as  basis  in  fixing.    See  Valuation  of  Property. 

wholesale  230.  11S1-1I54,  1156-1157.  1160,  1161 

large  user,  to...-. I150-11SS,  1158 

reduction    ■. 1031-1033 

in  retail  rates  dependent  upon  reduction  in 280-286 

zones  166,  169-170,  181-184 

double  exchange  service,  for 42.  45-46 

inter-7one  49-53,  170,  184,  908-909 

suburban  315-316 

Electric  Light  and  Power  Companies 282-283,  770-772,  1045-1046, 

nSO-1162 

break-down    service    295-299 

estimated  in  determining  capitalization 258-259 

factors  in  determining 469-470 

occasional  service,  for 295-299 

reduction    699-75S 

dependent  upon  reduction  in  wholesale  rates 280-286 

when  unreasonable  277-286 

schedules  changed .^....768-770 
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RATES— Continued : 

Gu  Companies  770-772 

appeal  from  ordinance  fixing 836 

reduction  1123-1149 

regulatory  powers  of  commission  over  consolidating  companies, 

4SS-4S6 
un remunerative,  fixed  by  ordinance 2S9-294 

Railways: 

commutation,  increase    272^273 

reduction  of  class 43fr439 

Telegraph  Companies: 

messages  at  reduction 301 

messages    in    Japanese    language    in    code,    cipher,    or    plain 
language   119-128 

Water  CompanieB: 


allowed  when  nnremnnerative 230 

order  for,  modified IOJl-1033 

metered  water  service ; 230-231 

(See  also  Commissions;  Service.) 

RATIO.  OPERATING 298,597 

READINESS-TO-SERVE  CHARGE 162,  295-297,  299 

REAL  ESTATE: 

allowance  for.... 514,  517-518,  628,  669,  681,  749,  809,  813,  815-816,  818 

appreciation  of,  included  in  valuation  of  property 700,  717,  719 

depreciation : 

no  allowance  made 623,  634 

or  appreciation  of  different  parts  of,  not   considered  indi- 
vidually   783,  822 

present  or  market  value  accepted  in  valuation 209,  220-221 

REASONABLE  RATES.  (See  Rates.) 
REBATES: 

allowance  for 714 

scheduled  rates,  on,  unlawful 324 

(See  also  Free  Service;  Rates:  reduction.) 
RECEIPTS.     (See  Revenues.) 
RECEIVING  LINES: 

defined    315 

rates  315 

RECONSTRUCTION : 

approval  of  change  in  rates  after 325-329 

capitalization,  extent  permissible 1097-1098 

(See  also  Repairs.) 
RECORDS: 

destruction    of,    prohibited 6^ 

REDUCED  RATES.     (See  Rates:  reduction;  Service:  free.) 
REEDVILLE,  OREGOH: 

discontinuance  of  service 947-948 

REFUNDING  COUPON  CERTIFICATES: 

sale,  proceeds  for  additions  to  pUnt 1084,  1086-1089 
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REFUNDING  OP  OBLIGATIONS.    (See  Bonds:  issue;  CapiUl  Stock: 

REFUNDS: 

certificates  showing  excess  charges  given,  pending  appeals  from 

orders  fixing  rates 284-28S,  649.  6S1 

deposits  for  extension  of  lines 773,  776 

excess  collections  of  rates  h^her  than  scheduled 195-201,  599-601, 

701,  722.  725,  849 

interruptions  to  service,  tor 5!M 

(See  also  Rates:  reduction;  Free  Service.) 
REGULATION: 

competition    superseded  by 262 

governmental,  preferable  to  competition 262,  373-374,  474-479. 

700-701,  708,  716,  720 

losses  from,  covered  by  allowance  for  depreciation 151-152 

powers  of  municipal  corporations  surrendered  to  commission 195 

private  property  devoted  to  public  use,  subject  to 843-844 

sanitary  and  police  conditions  of  public  utilities  not  within  com- 
mission's jurisdiction   1037-1040 

(See  also  Rates;  Service.) 
REHEARINGS: 

unnecessary    for    correction    or    modification     of    commission 

orders     277-280 

REMOVAL  OF  INSTRUMENTS: 

allowance    for   charges    estimated   tor   operating    expenses    per 

instrument    157 

cost,  a  factor  in  fixing  rates 586-590 

to  other  localities,  charges  for 167,  170,  175 

(See  also  Service:  discontinued.) 
REMOVAL  OF  POLES.     (See  Poles.) 
RENEWALS: 

capitalisation,  not  permitted 494,  506-508,  515-516 

RENTALS: 

annual.  10%  discount  for  payment  in  advance  of 607-608 

covering  toll  charges 610-611,  616-617 

eflect  on  rates  of  teased  lines 1112.  1117-1118 

facilities,  for,  charged  how 273 

instruments  owned  by  subscribers 951,  953-954 

leased  lines,  for 5,  1025,  1027 

considered  in  estimating  value  of  property 496-498 

efTeet  of  guaranteed,  on  rates 1112,  1117-1118 

estimated  upon  valuation,  subject  to  approval  of  commission.  .139 
no  higher  than  fixed  charges  on  securities  issued  to  pur- 
chase line    U06-11W 

6%  on  capital  stock 1112-1116 

sum  equal  to  net  income  derived  from  operation 532 

tracks  jointly  used 496-498,  509 

lines  built  by  subscribers 951,  953-954 

meter,  aboUshed    728-729 

toll  lines   :; 


buciv 
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REORGANIZATION : 

insolvent   corporations,  issue  of  securities   limited 204-205 

REPAIRS: 

allowance  for,  in  estimating  operating  expenses 891 

charged  to  maintenance  accounts 956,  960-961 

lessee  to  make,  out  of  proceeds 532 

lessor  to  make 5,  7 

lines  built  by  subscribers  on  private  property,  order  for,  sus- 
pended   392-393 

meters,  to  290,  293 

subscribers  to  make,  on  their  own  lines 582 

REPLACEMENTS: 
capitalization: 

difference  between  cost  of  new  and  old  equipment..  ..1097-1098 

not  permitted  494,  506-508,  515-516 

chargeable  to  operating  expenses  and  not  to  capital 494,  506-508, 

515-516 
comparison  between  permanent  betterments  and  renewals  and, 

512-516 

depreciation  fund  used  from 152,  651 

REPORTS: 

accidents    19 

blanks  for  reports  to  commission 338, 

annual  974-975,  977,  985-986 

assets,  of  347-348 

bonds,  sale  of 261,  445-446,  565,  935,  1095 

copies  of,  filed 347-348 

coupon  certificate  sale 1088,   1090 

depreciation  185 

free  service,  statement  of  cases  in  which  furnished 8-11 

interstate  commerce,  state  commission  cannot   require   reports 
from    interstate    carriers    on    proportion    of   business    within 

state   20-22 

investment  in  6xed  capital 659 

maintenance    185 

and  depreciation  accounts  956.  960-961 

operating  revenues  and  expenses,    especially  maintenance  and 

dcprecUtion  136,  185 

operating  "troubles" 185 

poor  service,  of,  required 915,  918 

stock: 

ownership,    information    required    by   interstate    commerce 

commission    655-657 

sale  of 55,  261,  354,  445-446,  565,  875-876,  885,  1015,  1017, 

1088,  1090 

subscribers'  stations    '85 

telegraphic,  concerning  accidents 3^5 
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REPRODUCTION  COST,  NEW: 

as  basis  for  rates 60 

capitalization  of  difference  between,  of  old  property  and  cost 

of    replacement    1097-1098 

considered  in: 
authorizing: 

bond  issue    109* 

stock  issue  874.  876 

computing  depreciation   632 

extension  of  lines  90,  96 

fixing  rates 662-663.  682-686,  692-695,  877,  880-881,  888,890, 

893.  893,  898.  902.  904,  955,  958,  1050-1053 

valuation  of  property. .  .209,  211-212,  216,  219-225,  228-229,  S13-520. 

701,  708,  711,  71S,  718-720,  725-726,  728-729.  739,  747.  749.  782, 

792-795,    798-803,    806-822,     1064,     1067,     1071-1077,    1081-1083, 

1135-1137,  1142 

defined  219,  1065 

minus  depreciation 782,  794,  801-802,  806-807,  809,816 

accepted  as  present  value.  .209,  225-229,  1066,  1077-1083,  1105,  1108 

as  basis  for  rates 134,  139-154.  161,  662-663,  668,  682-6B6, 

692-695,748 
considered  in: 

fixing  rates   1053-1054 

valuation  of  property 880 

overhead   charges  added  to  net  cost  equal 1133 

(See  also  Cost:  original;  Depreciation;  Overhead  Charges;  Present 
Value.) 
RESERVE  ACCOUNTS: 

considered  in  valuation  of  property 734 

esUblished    352-354 

RESERVE  SERVICE.     (See  Break-Down  Service.) 
RESIDENCE  RATES.    (See  Rates.) 
RESIDENCE  TELEPHONES: 

defined    '. 572 

RETURN  UPON  INVESTMENT: 

considered  in  fixing  rates 877,  880 

stockholders  right  to  earn 699,  701,  707,  716,  783,  792-794, 

826-833,  1045-1046.  10S4 
valuation    of    property    upon    which    company    is    entitled 

to  1123,  1132,  1142-1143,  1148 

inadequate    440-441 

8%: 

deemed  reasonable 701,720,722,727,746 

upon  fair  value  allowed 84,  86-87 

upon  present  value  deemed  reasonable 1055,  1062 

4.SS&   earned    915-916 

14%  allowance  for  depreciation  and 113-115,  649.653 
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RETURN  UPON  INVESTMENT— Continued: 
rate — continued ; 
7%: 

allowance  for    ,_ 892 

upon  present  value: 

allowed....  134,  136,  159-162,  174.  623.  635,  638-639,  878, 
882-883,  888,  892-893,  896-897,  906 

deemed  too  high  when  service  is  poor 664,  696-698 

upon  reproduction  cost,  new 955,  959,  961 

upon  total  value 623,  63S,  638-639 

7.5%  deemed  suffident 90,  96,  98-100 

696: 

considered  reasonable  664.  696 

deemed  the  minimum 160-161 

10%  not  deemed  excessive  if  rates  arc  reasonable 701,  724 

10.2%  on  investment  allowed 296,  298 

10.8%  on  present  value 1062 

12.9%  for  interest,  reserves  and 59.  62 

20%  on  present  value  deemed  excessive 955,957-958 

2,5%   semi-annually    1116 

2.952%,   rate    reduction    required  by   ordinance   not  upheld 

when  earnings  are  only 289-291,  293 

rates  should  be  adequate  for  operating  expenses  and  reasonable. 

661,  667,  672 

reasonable,  rate  increase  to  secure 425-426 

stock  dividend  in  lieu  of  moneys  expended  for  extensions  and 

betterments    390-392 

stockholders  should  receive  interest  from  stock  dividends,  not 

from  discriminatory  rates 617,  619-620,  641-645,  962-963.  968 

variable,  should  be,  with  quality  of  service 661,  664,  667,  698 

(See  also  Dividends.) 
REVENUES: 

advertising  in  directories 173,  883 


not  sufficient  reason  for  refusal  to  give  service 307 

service  discontinued  because  of 937-938 

operating    597 

considered  in: 

extending  lines  90,  96-98,  101,  298 

fixing  rates 60-61,  161,  171-174,  298,624-625,627,  635-641, 

883,  889-890,  892,  895-897,  904-907.  955-956,  958-960,   1050, 

1144,  1146 

valuation  of  property. . .  .209.  212,  215,  228-229.  813,  823,  1067, 

1069-1070 

estimated  in  determining  capitalization 258-259 

inadequate,  increase  in  rates  allowed 440-441 

per  telephone  156,165,  173-174 

reports  136,  185 

statement  of,  required  by  interstate  commerce  commission.  .659 

sufficient,  should  be.  to  maintain  satisfactory  service 950.  953 
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division  of  interline.. .  .4,  6,  8,  11-13,91,  103,  107-108.  111,302-304, 
308,  310-311,  355,  3S8-359,  397-400,  537,  855-8S6,  913-914,  966-967, 


(See  also  Earnings;  Expenaea.) 
RIGHTS  OF  WAV: 

cost  of  securing: 

considered  ia  valuaUon 217-221,  223,  228-229,  247,  669,  681, 

1071-1072,  1081-1083 
no  allowance  for 1053 

original  cost  and  reproduction  cost  compared 220-221 

reduced  rate  service  in  exchange  for 66-67,  195-201 

secured  by  dty 129,  131,  133 

(See  also  Franchises,) 
RINGING  SIGNALS: 

improvement  of,  for  better  service 303 

physicians'    business   and    residence    telephones   on    same    two- 
party  line  with  simulUneous 568-570,  572,  575-577 

RISK: 

allowance  for  252-253 

ROUTING  OP  MESSAGES: 

commissions.    See  Revenues:    toll,  division  of  interline. 

option  as  to  route  rests  with  subscriber 359-360 

same  or  additional  facilities  for,  after  consolidation 559,  561-562 

(See  also  Switching  Service.) 
RUPERT,  VERMONT: 

toll  rates  to  Salem,  N.  Y 39-40 

RURAL  LINES.     (See  Farm-Lines.) 
RURAL  TELEPHONES: 

defined   572 

(Sec  also  Farm- Lines.) 
ST.  GEORGE,  KANSAS: 

,    telephone  in  railway  station 341 

SALARIES: 

employees',  considered  in  estimating  operating  expenses 636,  638 

increased  upon  consolidation,  effect  upon  unit  operating  costs, 

158-159 

managers',  disapproval  of  unreasonable 595,  597-598 

charged  to  operating  expenses 957,  959,  1086 

deemed  too  high 1055-10S6,  1060 

reduction  of,  advised  to  decrease  expenses 701,  721 

operators': 

charged  to  operating  expenses 597,  891,  911,  957,  95^960 

information  as  to,  filed  with  commission 945 
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SALE  OF  PROPERTY: 

application  for  approval  of  agreements  upon 325-329 

approval  of 11-13,  302-304,  363-364,  56S-566,  857-860,  862-864 

denied    381 

dependent  on  company's  ability  to  make  betterments, 

462.  465-466,  471 

lease  of  lines  may  involve 1113,  1121-1122 

information     concerning,     required     by     interstate     commerce 

eomniission    657-658 

involving  division  of  territory,  disapproval  of .381-383 

municipal  corporations,  to 439-440 

option 452,455,  461 

payment  partly  from  bond  iasue  and  partly  from  surplus,  when 

plant  duplication  exists 201-202 

price  not  binding  for  rate  fixing  or  other  purposes 302.  304, 

446-447,  860,  864 

valuation  for  781-835 

(See  also  Consolidation;  Conveyances;  Leases.) 
SALEU,  NEW  YORK: 

exchange  area  39-41 

toll  charges  to  Shushan,  N.  Y.,  and  Rupert,  Vt 39-41 

8ALEH,  SOUTH  DAKOTA: 

rates  and  service 996-1002 

SALVAGE: 

allowance  for  226,  S88,  633,  651,  713.  722 

credited  to  depredation  account 956,  960-961 

deducted  from  depreciation ^  ...62 

SAN  FERNANDO,  CALIFORNIA: 

certificate   to   exercise   franchise 203 

SAN  JOAQUIN,  CALIFORNIA: 

certificate  to  exercise  franchise 206-208 

SANITARY  REGULATION.    (See  RegulatioQ.) 
SANTA  PAULA,  CALIFORNIA: 

sanitary  and  police  regulation  of  public  utilities 1037-1040 

SARATOGA,  CALIFORNIA: 

sale  of  property 857-860 

SCHEDULES.    (See  Rates.) 

SCRAP  VALUE  1135-1136,  1138 

SECURITIES: 
collateral : 

bond  used  as 204-205,  1091,  1093,  1095,  1105,  1109 

for   guaranteed   bonds 349 

order  for,   modified 567-568 

replaced    14-17 

pledged  for  notes,  list  of,  to  be  furnished  commission. .443,  445 

stock  pledged  as,  not  to  be  a  lien  on  property 442 

fixed  charges  on: 

o£Eset    savings    of   rental 1106,1109 

utilities'  ability  to  meet,  considered  in  authorizing  the  issue, 

1113,  1121 
Ixxix  ■'■"■'  t^'^ 


SUBJECT  INDEX. 

SECURITIES— Continued : 
issue: 

fixed  charges  on,  as  great  as  rental  of  property  for  acqutsi- 

tion  of  whidi  they  were  issued 1106,  1109 

jurisdiction  of  commission  over 232-233,  1113.   1118-1119 

limited,  for  reorganization  of  insolvent  corporations 204-^S 

payment  of  operating  expenses,  for,  unlawful 506-507 

powers    of    commission    regarding 232-233 

value    of,    relation    between    value    of    acquired    property   and, 

1105,  1107-1111 
(See  also  Bonds;    Capital  Stock;    Certificates;    coupon;    Mort- 
gages; Notes.) 
SEGREGATION  OP  ACCOUNTS: 

local  and  toll  business 623,  632,  639^1 

toll  and  exchange  operating  expenses 184 

SELECTIVE    RINGING 95 

party-line  rates  95,  538,  869 

SEHI-HUTUAL  COHPANIBS: 

defined 399 

SENDING  LINES: 

defined    315 

rates    315 

SERVICE: 
adequate: 

from  interstate  carrier  within  state 234-243 

improvement  in  ringing  apparatus  for 303 

maintained    after    physical    connection 388-38^ 

after  purchase  of  property 860 

as  long  as  company  continues  to  operate 937-938 

automatic  systems. .  < 166,  176-180 

auxiliary,  rates  for,  higher  than  regular 731 

break-down     295-299 

discontinued  for  violation  of  contracts 480-493 

higher  rates  for 731 

provision  for   464-465,  470-471 

classification; 

approval  of  568-569,  571-574,  869 

required    866 

comparison  of  various   cities 178-179 

competitive,  disadvantages  of 373-374 

conditions  precedent  to 97S,  989-990 

conjunctional  480-481.  484-485,  492,  11S0-US2.  1154-1155 

consolidation  not  to  affect 565-566 


cannot  be  furnished  for  same  rates  as  part-time 915-917 

rate  increase  for 84,  87,  89,  436-437 

denied    955-961 

required   955-961,  996-998,  1001 
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SERVICE— ContiDued : 

considered  in: 

fixing  rates  ..36S-366,  586-S90,  878,  S80-881,  8S3,  888,  890-893, 
895,  909-912,  969,  972 

valuation  of  property 729,  739,  750 

increased  by  monthly  instead  of  yearly  minimum  charge. 

76B-769 
installation : 

of  equipment,  payment   by  subscribers,  discrimination 

when    287-288 

of  instniments,  paid  by  subscriber  when 167,  170,  184 

of  meters  290,  293 

paid  by  subscriber  when 231 

per  instrument  154-159 

toll  message,  per 84,  86 

discontinued    947-948 

grounded  lines  578,  649-650,  873-874 

in  favor  of  another  company 949-950 

indeei.nt  language,  use  of 975,  990,  992 

insufficient  revenue  937-938 

listening    on"  line 976,  993 

non-payment   for    579-580,  837 

railway  stations,  in,  not  approved 38-39 

subscribers'  right  to  refuse  service 1034-1037 

violation: 

of  contract   480-493 

of  rules  975,  990,  992 

when  subscribers  do  not  keep  lines  in  repair 947-946 

discrimination: 

free  interchange  between  companies 68-79,  409-413 

in  favor  of  company's  own  subscribers,  forbidden 562-563 

installation  cost  paid  by  subscribers,  deemed,  when..  ..287-289 

interstate  service,  in  favor  of 234-243 

rates  regulating  free  municipal  service  to  eliminate 847-848 

stockholders  and  non-stockholders  between 966,  968 

"telegram"  used  as  call  word  for  certain  telegraph  company, 

870-871 

toll,  free  to  farm-lines 90-91,  94-96.  101,  103 

donations  paid  in 704 

double  exchange,  subscribers  listed  in  directories 47 

farm-line    361 

cost  of,  distributed  to  business  men  to  reduce  rates 167-168 

subscribers'  right  to,  from  either  of  two  companies 407-409 

franchises  regulating 287-289 

approval  of,  withheld  pending  amendment 1101 

free: 

advertising,  in  exchange  for 300,779 

allowed  in  specified  classes  of  cases 8-11 

application    for,    denied 766-767 

Ixxxi  '"  '""'""""  ^  ■"'■^^■^ 


SUBJECT  INDEX. 

SERVICE— Cot)  tintied : 
free — continued: 

city,  to    7W 

contracts   for,   filed   for  approval 8-11 

discrimination : 

interchange    between    certain    companies 68-79 

stockholders,  to  60S-606 

emergencies  for,  from  rural  and  toll  lines 396-397 

employees,  to  975,  989 

exchanges,  between  887 

not  deemed  discrimination. 950,  952-953 

farm-lines  and  exchanges,  between,  required 595-596,  598 

federal  and  state  governments,  to 966-967 

forbidden  416,  780 

information  as  to,  required  by  interstate  commerce  commis- 
sion   ..657 

interchange  between  companies: 

effect  of  toll  service  upon 355,  357 

involving  no  discrimination 355,  3S7-3SS,  406-407 

not  required  when  disadvantageous  to  either  company, 

426-430 

local,  from  rural  and  toll  lines  considered  unfair 396-397 

municipal  corporations,  to 32S,  327,  936,  966-967,  975,  989 

rales  regulating  847-848 

officers,  to  97S,  989 

railway  stations  to,  prohibited 34.  966-968.  974,  984 

statement  of  cases  in  which  furnished 8-11 

stockholders,    to,    deemed    discrimination 605-606 

switching  395,  410-413,  418,  423 

between  exchanges,  not  deemed  discriminatory.. 950,  952-953 

toll  charges  instead  of 854-855 

toll,  to  farm-Unes,  discontinued 90-91,  94-96,  101,  103 

transportation  to  telephone  employees 66 

government: 

delay  of  interstate  railway  trains  carrying  mails. .234-235,  237-240 

free,  to  federal,  state  and  mimicipal 966-967 

hours  for  915-916,  955.  957 

improvement : 

approval  of  rate  increase  for 877,  879,  884 

rate  increase  to  follow 325-329,  591-592,  602-603,  649-654 

inadequate: 

complaints  against  915-918 

cheap  construction , 915-916 

failure  of  night  operator  to  respond  to  bell S9S-S98 

extension  of  lines  required  when 90-103,  760-765 

improvements  required 305-307 

night  and  Sunday  service  to  improve 996-997.  1001 

protests  against  increased  rates  for 730,  1032-1033 

increase  in,  following  rate  reduction 721,  723 

provision  for  463-464,  468-469 


SUBJECT  INDEX. 

SERVICE— Continued: 

interchange  between  companies 17-18 

commission's  position  toward  general  contracts  for 534 

contracts  for,  restraining  competition,  not  approved 604-£05 

free; 

effect  of  toll  service  upon 355,  357-358 

farm-line  and  exchange  subscribers,  between,  required, 

59S-596,  598 

forbidden  68-79.  409-413 

involving  no  discrimination 355,  357-358,  406-407 

not  required  when  disadvantageous  to  either  company, 

426-430 

government  lines,  with 117 

newspapers  and  magazines,  with,  for  advertising 300,  779 

rates ■ 17-18,  388-389,  969-973 

reduction  66-67 

same  or  additional  facilities  for,  after  consolidation.. 559,  561-562 

interchange  with  government  lines 117 

interruptions  to: 

no  rental  for  period  of  disuse 976,  991-992 

refund  for 594 

interstate,  interference  of  state  with 234-243 

less  than  cost: 

to  drive  competitor  from  field 416 

nnjustifiable  416.  699,  721 

local: 

distinction  between  through  and. 369-370 

effect  of  toll  business  upon 355,  358-359 

interference  with   interstate   service 234-243 

rural  and  toll  lines  not  giving 396-397 

toll  lines  not  to  be  used  for.  without  permission  by  ordinance. 370 
magazine  employees,  free  service  in  exchange  for  advertising. 300,  779 
measured: 

disadvantages   162-163 

separately,  for  tenants  but  paid  for  in  bulk  by  proprietor, 

1151-1152,  1156,  U58-U61 
messages : 

comparison  of  calls  per  day  in  various  cities 168 

routing,  commissions.    See  Revenues:  toll;  Toll:  interline. 

option  as  to  route,  rest  with  subscribers 359-360 

same  or  additional  facilities  for,  after  consolidation, 

SS9,  561-562 
wireless    telegraph,    Trans-Atlantic,    transmission    by    land 
lines 118 


rates  (W-05,  o/,  o> 

fee  in  addition  to  regular  switching  charge  not  approved, 

607-609,  612-615 
money  transfer  rates 872-873 


SUBJECT  INDEX. 

PACt 

SERVICE— Continued : 

newspapers,  employees  of,  free,  in  exchange  for  advertising. .300,  779 
night: 

alarm  t>e11s  for 102,915-917,  961,  996-998.  1001 

inadequate,  due  to  failure  of  operator  to  respond  to  bell.  .595-598 

telegram  toll  service  rates 342 

obligation  to  give 598-599,975.  990 

as  good  as  that  furnished  bjr  company  withdrawing  from 
field  388-389 

deferred 3«-343 

rates 900-901 

over  line  not  owned  by  company,  not  obligatory 1163-1164 

payment  for,  must  be  in  money  or  in  advertising  space 779-780 

complaints  against  915-918 

due  to: 

cheap  construction 915-916 

failure  of  night  operator  to  respond  to  bell 595-598 

extension  of  lines  required  when 90-103,  760-765 

improvements  required  305-307 

night  and  Sunday  service  to  improve 996-997,  1001 

protests  against  increased  rates  for 730,  1032-1033 

physical  connection  with  toll  lines  discontinued  because  of, 

394-395 
reports  to  commission 915,  918 

radius  for  exchange: 

centre  for  measuring  excess  mileage  beyond 940,  942 

change  not  approved 39-41 

established   535-536 

extended 1-3 

rates  beyond 884,  894,  898,  901,  940-943 

readiness-to-give  charge 295-297,  299 

reduced  rates.     See  Rates:    reduction. 

refusal  to  give: 

justified  when 773,  778 

listening  on  line,  for 976 

non-payment,  for 939 

not  justified  merely  because  business  is  undesirable. .307,  S86,  588 

right  of  utility  under  common  law 837,  840-841,  843 

through  line  not  owned  by  utility U63-1164 

subscribers  who  do  not  pay  installation  cost,  discrimination 
when 287^89 

regulation: 

by  municipal  franchise 287-289 

by  state  commission 786-789,  974-975 

of  local  service  of  interstate  carrier  by  state 234-243 

relation  to  rates .........^915-917.938 


SUBJECT  INDEX. 

SERVICE— Continued ; 
routing  of  messages: 

commissions.    See  Toll:  revenue,  division  of  interline. 

same  or  additional  facilities  for,  after  consolidation.. 559,  561-562 

short  term,  rates 586-590 

installation  charge  868 

subscriber's  right  to  refuse 1034-1037 

summer  rates  378,  586-590,  869 

Sunday: 

not  required  91,  102 

required  996-998,  1001 

switching: 

advance  payment  for 579-580 

bills  for,  rendered  to  whom 417,  425 

contracts  for -. 964-966 

discontinued  when  rates  are  not  paid  in  advance 579-580 

free   395,  410-413.  418.  423 

between  exchanges,  not  deemed  discriminatory. .950,  9S2-953 

toll  charge  instead  of 854-85S 

rates 61,  417-«5,  614.  892,  896,  909-913.  957-958,  964-966, 

969-970,  973-974,  982-984,  1019 
charge   in   addition    to    regular   terminal    fee,    unlawful, 

607-609,  612-615 

farm-line  635,637,639,909-913 

fee  for  receiving  toll  messages  not  approved 580-581 

fixed  by  statute  414-415 

increase   64-65 

maximum  72,  74-75,  79,  409-413 

messenger  fee  in  addition  to  regular,  not  approved ..  607-609 

not  uniform  to  all  companies 938 

operating  expenses  considered  in  fixing 421-422 

to  lines  directly  connected 417-425 

toll  charge  instead  of  Sat S83 

when  lines  are  built  and  maintained  by  subscribers.  .535,  537 

required  of  connecting  companies 359-360 

rules  governing,  to  independent  companies 579-580 

"telegram"  used  as  call  word  for  certain  telegraph   company, 

a  discrimination  870-871 

telegram  toll: 

established  where  telegraph  company  maintains  no  office  or 

only  a  day  office 341-344 

,a.e.     «'-» 

sound-proof  telephone  booths  installed  to  maintain  secrecy, 

305-306 
substituted  for  telegraph  office 25-28,  305-307 

through  line  or  system,  defined 369 

toll: 

cost  per  message i  m 

deductions  from  operating  expenses  for ^'*C 

direct,  substituted  for  messenger  service ™  eon 

discontinued  when  rates  are  not  paid  in  advance 579-580 


SUBJECT  INDEX. 

SERVICE — Continued : 
toll — continued: 

eficct  upon  local  service 355,  358-359 

free,  to  farm-lines,  discontinued 90-91,  94-96,  101,  103 

lines,  not  to  be  used  for  local  service,  without  permission 370 

phyucal  connection  for,  required 355-360 

of  competinK  companies  for 375 

unit  of  cost,  as  distance  increases 365-366 

trouble: 

investiKations  in  automatic  systems 176-160 

reports  of  185 

two-way  trunk  line  rates 317 

unit,  farm-lines  and  local  exchange  constitute.. 607,  609,  613-614,  969, 
972,  974-975,  981,  988 
unsatisfactory.    See  poor,  suprtt. 

value  42.44-45 

considered  in  fixing  rates 699 

plant  and  equipment,  of,  considered  in  valuation  of  property, 

1135-1136,  1138 

subscribers  should  regulate  rates 998 

withdrawals 947-948 

caused  by  insufficient   revenues 937-938 

in  favor  of  other  companies..  ..308-310,  533-537,  8S3-8S7,  949-950 
Gu  Compames: 

increased  ef&ciency  through  acquisition  by  larger  company. .  .462-463 
Railways: 

adequate,  required  from  interstate  railways  within  state 234-243 

Telegraph  Companies: 

telegram  toll  service  substituted  for  telegraph  office 305-307 

"telegram"  used  as  call  word  for  certain,  a  discrimination.. .  .870-871 

wireless  messages.  Trans- Atlantic,  transmission  by 118 

Water  Companies: 

consumers  outside  of  city  limits,   when   owned   by  mnnidpal 

corporations  439 

metered,  optional   t 230-231 

municipal  corporations,  owned  by,  consumers  outside  city  limits.. 439 
(See  also  Rates.) 
SHORT  OPTIONAL  RATES.  (See  Rates.) 
SHORT  TERM  NOTES.    (See  Notes.) 
SHORT  TERM  RATES: 

insultation  charge  made  when 868 


SHUSHAN,  NEW  YORK: 

toll  rates  to  Salem.  New  York 3941 

SIGNALS,  RINGING: 

improvement  of,  for  better  service 303 

SINKING  FUND  METHOD: 

depreciation  computed  by 806,  1053,  1060 

SLOT  MACHINES.    (See  Coin-Boxes.) 
SMITHWICK,  SOUTH  DAKOTA: 

discrimination  between  stockholders  and  non-stockholders. .962-963 


SUBJECT  INDEX. 

PACE 

SOLVAY,  NEW  YORK: 

rates  for  combination  service  with  Syracuse 42-^7 

SONORA,  CALIFORNIA: 

rates  fixed  by  commission 1045-1064 

SOPER,  OKLAHOMA: 

physical  connection  394-395 

SOUTH  DAKOTA— BOARD  OF  RAILROAD  COMMISSIONERS: 

jurisdiction  over  rate  fixing 622,  625-626 

to  compel  telephone  subscribers  to  change  from  one  company 
to  another  407-408 

SPECIFICATIONS: 

erection  of  poles 384,  386 

joint  use  of  poles,  included  in  contract  for 57 

underground  and  aerial  cable  construction  proposed  to  eliminate 
dangerous  wire  conditions,  to  be  filed 47-48 

STANDARD  RATES.    (See  Rates.) 

STATEMENTS: 

free  service,  cases  in  which  furnished 8-11 

investments,  of,  filed  with  commission 659 

operating  expenses  and  revenues,  required  by  interstate  com- 
merce commission  659 

(See  also  Reports.) 

STATIONS: 

branch  exchange,  rates 166,  169-170,  176,  183-184,  624 

maintenance  per 98,  100 

free  service  to,  prohibited 34,  966-968,  974,  984 

sound-proof  telephone  booths  installed  in,  for  telegram  toll 

service      305-307 

telegraph  offices  in,  telegram  toll  service  substituted  for.. 26-28 

telephones  in,  required 38-39,  341 

telephone: 

defined    658 

information  as  to,  required  bjr  interstate  commerce   com- 

misMon    658 

toll,  installed  after  discontinuance  of  physical  connection  with 

local  company 397-399 

STAND-BY  SERVICE.    (See  Break-Down  Service.) 
STOCK: 

acquisition : 

by  another  company,  approved 345-346,  450-479 

of  controlling  interest  in  two  companies  by  another  not 

operating  in  same  territory,  approved 450-479 

bond  issue  limited  to  amount  of  paid-up 1113,  U20 

control  through  ownership  of,  without  merger  or  consolida- 
tion, effects  of 466-468 

dividends,   distributed   in   lieu  of   moneys   expended   tor   ex- 
tensions and  betterments ■ ■  •'0^^'^??i  Ic 

Ixxxvii  "-' 


SUBJECT  INDEX. 

PACK 

STOCK— Continued: 
capital — Continued: 

information  as  to,   required  by  interstate  coraaierce  com- 
mission   6SS-657 

issue     673-676 

acquistion  of  property 203-204,  1084-1090 

approval  of,  should  be  guaranty  of  company's  financial 

standing    661-662,  670,  672-673 

betterments,  for.. 269-271,  352-354,  561,  861,  1011-1017,  1084, 
1086-1089,  1097-1098 
consolidation    and    extensions    and    betterments,    for, 

559-565,  874-87S 

construction    885 

and   financing   of    plant 244-261 

cost  of  reproducing  property,  considered  in  authorizing, 

874,  876 
difference  between  cost  of  old  and  of  new  equipment, 

1097-1098 

directors,  to,  not  subject  to  authority  of  commission..  1085 

extension  of  lines. .269-271,  352-354,  561,  563,  861,  874-S75, 

1011-1017,  1084.  1086-1089,  1097-1098 

in  lieu  of  unauthorized  stock 861-862 

jurisdiction  of  commission  over 670,  672-673 

new  stock  to  rank  pari  passu  with  old 1011,  1016 

organization  expenses   to    pay 1086,  1089 

payment  of  property  and  for  additions 1084-1090 

powers  of  commission  over 232-233,  670,  672-673 

promotion  expenses,  for 1084-1086.  1089 

refunding  of  obligations: 

and  for  extensions  and  betterments 352-354 

and  payments  upon  lease 48-45 

reorganization    of  insolvent    corporations,   for,'  limited, 

204-205 
sanction   of  purchase  of  property  not   to  be  grounds 

for  claim  tor  right  to 461 

validation  of  unauthorized 48-49,  377-378,  861-862 

violation  of  law 646-648 

minority  stock,  to  be  purchased  on  demand,  at  stipulated 

price    452,  456,  461 

not  considered  in  valuation 149-150 

preferred: 

acquisition  of,  by  another  company,  approved 450-479 

defined    ISO 

issue    for    payment    of    outstanding    liabilities   and    for 
extensions  and  betterments 1011-1017 

at  par  * 1011,  1014,  1016 

reports  to  commission 1015,  1017 

pro  rata  sale  to  stockholders,  saves  expense  of  brokerage, 

1011,  1014-1015 
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PACK 
STOCK— Continued: 
capita] — Co  ntitmcd.: 
sale: 

accounts  to  be  kept  of  proceeds  from 445-446 

approval    of    345-346 

competing  companies  to  outside  corpontion..  ..450-479 

to  another  company 363-364 

at  55.64%  of  par  value 452 

at  not  less  than  par 560,874,876,885,  1084-1087,  1069 

at  par  value 244,  260.  270 

at  76.13%  of  par  value 452 

consolidation,  extensions  and  betterments 874-875 

expense   212-215 

financial  condition  of  purchaser  considered  in  anthoriz- 

ing   454-455,  465-466,  471 

holding  companies,  to 263-271,  756-759 

refunding  notes  875-876 

reports  -.55,  261,  354,  445-446,  S6S,  875-876.  885,  1015,  1017, 
1088,  1090 
requtred  to  dissolve  ootnbination  in  restraint  of  trade, 

186-194 

unauthorized,  replaced  by  authorized..  ..48-49,  377-378,  861-862 

value  considered  in  valuation  of  property. .209,  212,  705,  710-713, 

716,  733,  1049,  1067-1069,  1131 

defined  149-150 

dividends: 

distributed    in    lieu   of   surplus   earnings   expended   for  ex- 
tensions and  betterments 54-55.  390-392 

7%  allowance  for 892 

stockholders  must  rely  on,  for  return  on  investment. -617,  619-620, 
641-645,  962-963,  968 

20%  on  present  value  deemed  excessive 955,  957-958 

(See  also  Bonds;  Capitalization;  Certificates;  Notes;  Securities.) 
STOCKHOLDERS: 

assessments,  rates  substituted  for 113-116,  962-963 

discrimination  between  non-stockholders  and. .605-606,  617-620,  641- 

644 

rates 111-112,406-407,605-606,962-963,966,968,974,976-979 

service 966,  968 

distribution  of  stock,  pro  rata,  in  lieu  of  moneys  expended  for 

extensions  and  betterments 390-392 

entitled  to  fair  return  upon  investment.. 699,  701,  707,  716,  783,  792- 
794,  826-833.  1045-1046,  1054 
minority: 

loss  falls  on 1106,  1110-1111 

rights  of  1113,  1 120 

protection  in  transfer  of  control  of  property 471-473 

pro  rata  sale  of  stock,  saves  expense  of  brokerage..  ..1011,  1014-1015 
t  to 401-4ffi 


SUBJECT  INDEX. 

PACI 

STOCKHOLDERS— Continued: 

return  upon  investment  must  come  from  dividenda  on  stock,  not 
from  discrimination  in  favor  of.. 617,  619-620,  641-645,  962-963,  968 

subscribers  need  not  be 470-471,  975.  989 

(See  also  Members;  Non-Stockholders.) 
STOCKTON,  CALIFORNIA: 

certificate  to  exercise  franchise 206-208 

STORING.    (See  Materials.) 
STRAIGHT  LINE  METHOD; 

depreciation  computed  by 225-226,  899,  906 

sinking  fund  method  or 1053 

STRANG,  NEBRASKA: 

consolidation  of  excbangea  and  rate  increase 888-893 

STREET  RAILWAYS: 

bond  issue  for  refunding  of  obligations 493-530 

v&lne  of  tracks  considered  in  valuation  of  property.  .496,  509-512,  514- 

517 
STREETS: 

highways,  deemed,  for  location  of  lines 80-83 

removal  of  poles 129-133 

SUB.CONTRACTORS : 

profits,  allowance  for 741-742.  747,  1133 

(See  also  Contractors.) 
SUBSCRIBERS: 
contracts: 

affected  by  commission  orders 279-280 

free  or  reduced  rate  service  for,  filed  with  commission 8-11 

yearly  167 

less  than,  cost  of  installation  paid  by  subscriber.  167,  17(^  184 
cost  of  installing: 

equipment,  paid  by,  discrimination  when 287-289 

instruments,  paid  by,  when 167,  170,  184 

meters,  cost  paid  by,  when 231 

discrimination   in  toH   rates  between  non -subscribers  and.. 609-611, 

61fr<17 

double  exchange  service,  listed  in  directories 47 

extension  bells  owned  by,  no  chaise  for 579 

farm -line: 

and  exchange: 

extension  of  credit  same  to 607-609 

free  service  between,  required 595-596^  598 

right  to  service  from  either  of  two  companies 407-409 

increase  in  rates  upon  increase  in  number  of 591-593,  602-603.  936 

installation  cost  paid  by  subscribers  when 167,  170,  184,  287-289 

instruments,  owning  114-115 

rates  to  36Z 

rental  to,  permitted 951,  953-954 

rule  requiring,  unlawful  617-620,  641-644 

Umit  to  number  of.  on  party-lines 91,  103.  170,  184,  436-437 
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SUBSCRIBERS— Continued: 
lines  buill  by; 

on  private  property,  maintenance  of 392-393 

on  public  highways,  maintenance  of 392-393 

rate  to  535,  537,  582 

rule  requiring,  unlawful 617-620,641-644 

service   discontinued  when   owners  fail   to   repair 947-948 

switching  rate   535,  537 

moral  and  financial  responsibility  of,  considered 839-840 

name  entries  in  directories  showing  professions  of,  rates ..  568-570, 

575-576 

new,  required  to  pay  measured  instead  of  flat  rates 431-434 

number  of: 

effects  discount  allowance  on  advance  payment 6fS 

limited  on  farm-lines 91,  103,  170,  184 

obligations  to  company 996,  999 

owning  and  maintaining  intercommunicating  stations,  rates  to. 579 

party-line,   minimum   number,   for 535-536 

reports  of  number  in  various  classes 185 

routing  of  messages,  option  as  to  route  rests  with 359-360 

service,  discrimination  in  favor  of  company's  own,  forbidden, 

362-563 

stockholders,  need  not  be 470-471.  975.  989 

toll  rates  609-611,  616-617,  1019-1020 

not  to  be  higher  than  pay  station  rates 379-380 

written  consents  to  rate  schedule,  necessary 592-593 

(See  also  Numbers;  Non-Subscribers.) 
SUBSIDIARY  COMPANIES: 

of  same   company  operating   in  same  territory,   not  held   to   be 

competing  companies    488-489 

SUBURBAN  RATES.    (See  Rates.) 
SUBURBAN  TELEPHONES: 

defined   315 

SUHUBR  SERVICE: 

rates   378,  869 

reduction    586-590 

SUNDAY  SERVICE: 

not  required   91,  102 

required  996-998,  1001 

SUPERINTENDENCE : 

allowance  for 783,  799,  801,  815.  899,  903,  1052,  1133,  1141 

SUPPLEMENTAL  SERVICE.    (See  Break-Down  Service.) 
SUPPLIES: 

allowance  for: 

in  operating  expenses 1055,  1058 

in  valuation  of  property. .228,  248,  903-904,  958.  1050-1052.  1070. 

1081-1083 

included  in   allowance   for  working   capital 135,    144-145 

considered  in  valuation.. 630,  636.  638.  669,  685,  800,  802.  810-811, 

815.  817    , 

depreciation  of,  no  allowance  for 623,  634  ^ 

(See  also  Materials.) 


SUBJECT  INDEX. 

SURPLUS: 

duplicated  plant  of  consolidated  companies  paid  for  out  of.  .201-202 
SURPLUS  EARNINGS.     (See  Earningi.) 
SUSPENSION.    (See  Rates.) 
SWITCHBOARDS: 

pan  ownership  in,  does  not  effect  rates 909,  912 

SWITCHING  SERVICE: 

adjustment    8S4-8SS 

advance  payment  for S79-S80 

bills   for,   rendered   to  whom 417,  «S 

charge    for    receiving    toll    messages    and    telegrams,    not    ap- 
proved   S80-S81 

contracts  for  964-966 

discontinued  when  rates  are  not  paid  in  advance 579-580 

flat  instead  of  message  rates 974,  982-984 

free    39S 

between  exchanges,  not  deemed  discriminatory 950,  952-953 

forbidden    4X0-413 

toll    charge    instead    of 854-855 

rates   ..61,  417-425,  614,  892,  896,  909-913.  957-958,  964-966,  969-970, 

973-974,  982-984,  1019 

charge  in  addition  to  regular  terminal  fee,  unlawful. .fi07-A)9, 

612-615 

exchange  and  toll  service 417-425 

farm-line  635,  637,  639,  909-913 

when  lines  are  built  and  maintained  by  subscribers.. 535,  537 

fee  for  receiving  toll  messages  not  approved ...580-581 

fixed  by  statute 414-415 

increase    64-65  , 

maximum    72,  74-75,  79,   410-413 

message  instead  of  flat 583 

messenger  fee  in  addition  to  regular,  not  approved 607-609 

not  uniform  to  all  companies 936 

operating  expenses   considered  in   fixing 421-422 

per  message  64-65 

to    lines    directly    connected 417-425 

toll   charge    instead    of    flat 583 

rules  governing,  to   independent  companies 579-580 

(See  also  Farm-Lines;  Interchange  of  Service;  Physical   Con- 

SYRACUSE,  NEW  YORK: 

rates  for  combination  service  between  Solvay  and 42-47 

SYSTEM: 

accounts.    (See  Accounts.) 
classification.     (See  Classification.) 

through,  defined  369 

TALKING    SETS,    EXTENSION.      (See    Extension    Telephones; 

Sending  Lines.) 
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TAXATION  174 

bond  issue  for  payment  of,  amount  used,  replaced  from  earn- 
ings   M9-3S0 

construction,  cluring.. 228-229,  248,  261,  519-520,  663,  682,  688,  743,  747, 

1081-1083,  1141 

included  in  operating  expenses. .61.  97-98,  215,  597,  636,  813,  821,  823, 

881-882,  891,  957,  959,  1055,  1058-1060,  1142,  1144,  1146 

occupation  tax  174,  663,  682,  687,  692 

return  as  basis  for  rates,  not  accepted... 899,  903 

TELEGRAM  TOLL  SERVICE: 

contracts  for  341-344 

established   where    telegraph   company   maintains   no   ofEce   or 

only  a  day  office 341-344 

rates  341-344 

sound-proof  telephone  booths  installed  to  iqaintain  secrecy  in, 

305-306 

substituted  for  telegraph  office 26-28,  305-307 

TELEGRAMS: 

diverting  to   certain  company  by  use  of  "telegram"  as  a  call 

word,  a  discrimination 870-871 

fraud  in  constructing,  in  foreign  languages 119,  124-125 

Japanese  language,  in,  rates  for  code,  cipher  or  plain  language, 

119-128 

secrecy,  preserving,  in  telegram  toll  service 305-306 

transmission  by  telephone 26-28,  341-344 

(See  also  Telegraph  Companies:   messages.) 
TELEGRAPH  COMPANIES: 

call  numbers  instead  of  words 870-871 

messages: 

fee  for  forwarding,  not  approved 581 

Japanese    language,    in,    rates    for    code,    cipher    or    plain 

language  119-128 

transmission  by  telephone 26-28,  305-306,  341-344 

money  transfer  rates 872-873 

offices: 

railway  stations,  in,  telegram  toll  service  substituted  for... 26-28 

substituted  by  telegram  toll  service 30S-306,  341-342 

rate  reduction  301 

"telegram"  used  as  call  word  for  certain  company,  a  discrimina- 
tion     870^871 

wires,  electrical  interference  with  high  tension  lines 384-387 

(See  also  Rates.) 
TELEPHONE  COMPANIES: 

competitive,  undesirability  of 373-374 

defined  71 

interstate,  state  commission  cannot  require  reports  on  proportion 

of  business  within   state 20-22 

investigation  of,  by  interstate  commerce  commission 6S5-659 

regulation  of  rates  and  service 974-995 

(See  also  Co-operative  Associations;   Farm-Lines;   Mutual  Com- 
panies.) '  '        '    "  """'i^' 
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TELEPHONE  STATIONS: 

defined  658 

information  a.s  to,  required  by  interstate  commerce  commisaoD.6S8 
TENANTS'  CONSUMPTION: 

rates,  wholesale 1150-1152,  1154-1162 

TERMINAL  CHARGES  635,  637,639 

approval  of  966-967 

delivery  fee  for  toll  messages  in  addition  to  regular  toll,  not 
approved  966-967;  974,  976-977,  9W-9K 

included  in  toll  charge 980 

switching  fee  in  addition  to,  unlawful 607-609,  612-615 

(See  also  Rates.) 
TERMINALS: 

joint  use  of 187,  189,  19M94 

TERMINATION.     (See  Contracts.) 
TERRITORY: 

division    of 853-8S7 

disapproval  of  sale  involving 3S1-3S3 

entire,  equal  zones  for 544.  547,  551,  555.  SS7 

occupied  : 

formation  of  mutual  companies  in 1034-1036 

invasion  by  another  company 367-376,  646^7 

withdrawals  from  308-310,  8S3-854,  856,  947-949 

(See  also  Radius  for  Service.) 
TESTS: 

service    177-181 

THROUGH  LINES: 

defined     369 

THROUGH  RATES: 

based  on  combination  of  local  rates,  not  to  be 365-366 

TIME  LIMIT: 

franchises 4S7-4S9 

special  rates 838-839.  845 

TOLEDO,  OHIO: 

un remunerative  rates  for  gas,  fixed  by  ordinance 289-294 

TOLL: 

additional  fee  paid  by  company  originating  messages 964-965 

agreement,    disapproval    of 382 

connections  maintained  after  division  of  territory 854-855 

distinction  between  exchange  business  and 975,  988-989 

interline,  division  of  revenues. .  .4,  6.  8,   11-13.  91,   103.   107-108.   Ill, 
302-304,  308,   310-311,  3SS,  358-359,  394-395,   397-400,   537.  8SS-8S6. 
913-914.  966-967.  969-970.  973 
See  also  Routing  of  Messages. 

:.  reports  of.  filed  with  commission 944-945 


lines 


additional,  to  relieve  overloaded  farm-lines 90-91,  94,  99-103 

agreement  not  to  build  or  operate  competing,  not  approved. 

604-605 
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TOLL — Continued : 
lines — continued ; 

constmction  of,  consent  of  monicipal  corporation  not  re- 
quired for   ...:..; : 369-371 

tost  of  construction 100 

'    '    local  service,  not  giving,  esccept  in  emergencies ^396-397 

location  in  streets  and  highways 80-83 

metallic  circuit  system  not  required  for 355,  358 

not  used  for  other  business 370,  970,  972,  97S,  988-989. 

overhead,  give  better  service  than  underground 1007-1009 

physical   connection    lOS-Hl,  426,  429-430 

discontinued  because  of  poor  service 394-395 

message  rate   for 417-425, 

required 355-360,  375,  397-400,  S84-S85,  913-914 

with. only  ope  of. competing  companies 394-395 

rental    86 

route  designated  by  municipal  corporations '.369 

used  for  local  service,  unfair 396-397 

valuation: 

excluded  from 888,890,898,903-905 

included  in 893.  895 

property  jointly  used,  eliminated  in  valuation  of  property  as  basis 

for  exchange  rates 134,  146,  161 

records   of,   required 944-945 


division  of  interline... 4,  6,  8,  11-13,91,  103,  107-108.  Ill,  30^304, 

308,  310-311,  355,  358-359,  397-400.  537.  8SS-8S6,  913-914,  966-967, 

969-970,  973 

ate,  municipal  corporations  must  designate 369 


installed  after  discontinuance  of  physical  connection  with 

local  company  397-399 

location  of,  to  maintain  privacy 996-997,  999-1001 

substituted  for  free  switching 854-855. 

(Sec  also  Rates;    Service.) 
TRACKS.     (See  Street  Railways:  value  of  tracks.) 
TRAFFIC.    (See  Service.) 
TRANSFERS.     (See  Conveyances.) 
TRANSIENT  MESSAGES: 

rate  increase  for. .:....... 401-402 

TRANSt'ORTATION: 

free,  to  telephone  employees 66 

material,  allowance  for 218,  223,  228-229 

payment*  for;  must  br  in  money  or  in  advertising 779-780 

TROUBLE.     (See  Service.) 
TRUNK  LINES: 
,.priyate>ranc}i.  exchanges  .... ..,....,!,..,... 166,  169-170,  176,  ^a^:Jk84,.«Jk: 
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TRUNK  LINES— Continued; 

incoming 166,  169, 183 

measured    316 

receiving  line  315 

sending  line   315 

two-way  line 317-31S 

connecting  an  intercoininunicating  system 318 

TUCSON,  ARIZONA: 

rate  reduction  for  electrical  service 72S-7SS 

TWO-WAY  SERVICE.  (Sec  Service.) 
UNCOLLECTIBLE  BILLS.  (See  Bills.) 
UNDERCHARGES: 

collection  of  snms  from  subscribers  who  have  paid  less  than 

scheduled  rates  701,  724.  849 

UNDERGROUND  LINES: 

aerial  lines  instead  of,  in  outlying  sections  of  city 1010 

placing  aerial  lines  underground..  .80-82,  129-133,  435,  919,  1007-1009 

to  eliminate  dangerous  wire  conditions 47-48 

UNDERTAKINGS.      (See   Collateral   Undertakings.) 
UNEXPIRED  CONTRACTS.     (See  Contracts:  unexpired.) 
UNFAIR  COMPETITION.     (See  Competition.) 
UNIFORM  SYSTEM  OF  ACCOUNTS.     (See  Accounts;  system.) 
UNIT  COSTS: 

measure  of  value,  as.  .140,  147.  220,  623,  629-630.  725,  729,  782,  811, 1133 

disapproval  o£  prices  used 661-663,  681,  692-69S 

operating,  effect  of  salary  increase  upon 158-159 

UNIT  OF  SERVICE.    (See  Service.) 
UNLIMITED  SERVICE.    (See  Rates:  flat.) 
UNREASONABLE  RATES.     (See  Rates.) 
UNSATISFACTORY  SERVICE.    (See  Service:  inadequate.) 
UNUSED  PLANT: 

excluded  from  valuation  in  estimating  return 290.  293 

VALUATION  OF  PROPERTY 208-229,  1064-1083 

abandoned  plant: 

excluded  from  valuation..  ,149,  290,  293,  700.  713-714,  722,  726, 
751-752.  877,  880,  888.  890,  893,  895-896,. 898.  9(8 

included  in,  for  sale  of  property 782,  792,  8O9-810 

additions  and  betlerments,  proposed,  included  in  valuation 11*3 

accrued  depreciation  considered  in 1135-1136,  il3B 

administration 1133,    1141 

as  basis  for  rates. ,  .86,  289-293,  623-624,  627,  661-755,  1045-1046,  1049- 
1064.  1123.-I124,  1130-1149 

bad  debts,  allowance  for 636,638,714,813^ 

betterments,  proposed,  included  in ll*^ 

bond  agents'  commissions 209,  215-219,  222,  224.  226.  22^229 

considered  in  209,  212^  214-215,  705.  710-713.  716,  1067-1069 

not  considered  in ,,.,,,„.^.,,,a»-,lSI 
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VALUATION  OF  PROPERTY— Continued  ■ 
book  value: 

considered  in 890 

not  taken  as  basis 142-143,  679-680 

plus  cost  of  improvements,  as  basts  for 877,  880-881 

brokers'  commissions S16,  743-744,  747 

buildings  considered  in 513-514,  516-517 

capital  stock  included  in 1131 

capitalization 203-204.  244-261 

of  replacements  not  permitted  in 494,  506-508,  515-516 

considered  in: 

authorizing  bond  issue 493-530,  1105,  1107,  1111 

consolidation 781-835,  888-890,  893-896,  898.  902-904 

lease   of   lines 1116 

extending  lines 90,  96-98 

fixing  rates. . .  113-114.  649,  653,  797,  877,  880-882,  888.  890,  893,  89S, 
898,  902,  904,  955,  958.  960-961 
consolidation,  advantages  arising  from,  excluded  from. 

290-291.  727,  750-751 

contingencies,  allowance  for. .  .96,  135,  228-229,  248,  261.  663,  682,  691, 

747,  783.  800-801,  815,  899,  903.  1052.  1133,  U41 

not  made 623.  628-629 

contractors'  profits,  allowance  for 135,  516,  1133 

not  made 741-742.  783,  811-812,  815 

cost: 

of  construction  considered  in 209.  21^213.  62S,  628,  630,  1067 

of  service  considered  in 729,  739,  750 

defense    of 147-149 

determined  for  rate-tixing.  not  deemed  res  adjndicata  but  con- 
sidered as  evidence 280.  286 

development,   allowance  for 44S3-464.  468-469,  496-497,  SIS,   517, 

519-520.  800.  815.  823-824,  1141-1142 

duplicated  plant  excluded  from 201-202 

elements  included 209,  2H-212,  244,  249-2S0 

engineering,  allowance  for 96.  135.  209,  216-217,  219,  222.  224-226, 

228-229,  248.  261.  663.  682,  690,  692,  742,  747,  783,  799,  801.  815,  899, 
903,  1052,  1081-1083,  1133,  1141 
equipment: 

.age,  considered  in 1135-1137 

discarded,  loss  due  to.  excluded  from 726,  751-7S2 

loaned  or  rented,  no  allowance  for 726,  741.  749 

old.  allowance  for 1138-1139 

valoe  of 811,  813-819.  1050.  1133-1138 

estimates  of,  should  not  be  accepted  without  investigation, 

663,  669-670.  672 

"field  cost,"  allowance  tor S16 

financing,  cost  of,  no  allowance  for 899,  903 

franchises,  cost  of  obtaining,  allowance  for 290-291,  496,  513- 

515.  517-518,  520 

not  made 135,  144,  146^712,715,899.903 

fuel,  possible  increase  in  cost,  allowance  for 1149 

not  made ?26,  744-745 
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VALUATION  OF  PROPERTY— Continued: 
going  value,  allowance  for: 

not  made.  135,  143-144,  146,'70O,  715-717.  726,  744,  747,  783-784,80(1 
802,  815,  823-834,  899,  903.  1105,  U09-11II) 
7%  on  estimated  cost  of  development  deemed  reasonable, 

245,  2SS-2S7,  261 

17.5%  deemed  unreasonable 662,  67W77 

good  will,  no  allowance  for 135,  144 

insurance,  allowance  for. .  .228-229,  248,  261,  516-517,  663,  682,  687-688, 
692,  747,  783,  801,  815,  821,  1055,  10S9-1060,  1081-1083 

not  made 623,  628-629,  636,638 

interest  during  construction,  allowance  for 96,  135,  209,  212,216, 

219,  222,  224,  226,  228-229,  248,  261.  663,  682.  688-690,  692,  715,  74^ 
747,  783,  800,  815,  899,  903,  1052,  1141 

not  made 623.  6Z8-6Z9 

9%  allowance  for : 516,  518-520 

3%    allowance  for 10S2 

interest  during  development ; 244,  248-249 

items  included  in  estimating 669,  681,  729 

labor: 

and  materials,  cost,  considered  In..; 1133 

increase  in  prices,' altCwance  for..  ;..,■.  .,,■.-. 517,  520 

land: 

appreciated  value  of,  considered  in. ..  i.  ^ !.  !ii32,  1139-1142,  1146 
for  capitalization  of  h yd ro- electric  company..  .244-254,  257,  261 

held  for  future  development  included  in 1123,  1139-1141 

market,  value: 

accepted  in 209.  220-221,  1073-1074,  1061-1083 

as  basis  for  capitalization,  plus  certain  charges  for  acqui- 
sition          -.244-245,251-254 

not  used  and  useful  to  public  excluded  in  rate  fixing  cases:, 

105O-I05Z 

overhead  charges  on,  not  approved 1072-1074 

legal  expenses,  allowance  for. .  .209,  216-217,  219,  222,  224-226,  228-229, 

516-519,  663,  682,  687,  692,  783,  800-801,  813.  815,  898,  903,  1052.  1055, 

1058,  1060,  1081-1083 

not  made , 743,  747 

life  of  plant  considered  in--... .■■-.-■■■■.■ 139-140,  1053,  1134-1136 

materials: 

allowance  for 228,  248,  628,  630,  636.  638.  958,  1133,  1142 

15%  to  cover  increase  in  prices  .of  labor  and 517,  S20 

included  in  allowance  for  working  <3ipital.. 135,  144-156 

considered  in 660,  681 

transportation 218,223,  228-229 

method  of  fixing 792-796 

monopoly,  advantages  arising  from,  excluded..-. 290-291 

non-operating  expenses  and  revenues  considered  in  valuation. 8 13,  823 

occupation  tax  considered  in 174,  663,  682,  687,  (S2 

old  plant,  allowance  for ,,,-..,.,,,.. 1138-II39 

xcviit  .....  ^  ■.--•^y^ 
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VALUATION  OF  PROPERTY— Continued: 

operating  expenses  and  revenues  considered  in.. 209,  212,  215,  228-229, 
813,  823,  1067,  1069-1070 

organization  expenses 135,  209,  212,  248,  261,  496-497,  515,  517, 

519-520,  663,  682,  687,  692,  742,  747,  783,  801,  824,  898,  903,  1052,  1067 

original  cost  considered  in 209.  211-212,  216-219,  224,  228-229,496- 

497,  513,  516-517,  700,  70S,  708-709,  729,  782,  792-795,  797,  809,  819, 
821-822,  1065,  1067,  1070-1071,  1081-1083 

overhead  charges 248,257,1133,1135,1141 

administration :■■■■■: :■••■■: 1133,  1141 

allowance  for: 

18%  on  reproduction  cost,  new 1052 

15%,  reasonable....... ,,783,  SOl-m.  805,  811-812,  817 

15.35%  of  reproduction  cost,  new 898,  903-904 

not  made , 877,  881 

17.2%  of  reproduction  cost,,  new.;;. :..... 663,  683,  685,  69S,  697 

deemed  reasonable 135,  141-142 

10%  to  12%  deemed  reasonable 812 

i  30%  deemed  too  high 80S,  811 

12% 96.  684,  686.  697,  700,  720,  726,  741,  748-749 

1  21.7%  or  22.6%  deemed  too  high ..663,683,  685,695,697 

commissions,  bond  agents'. . . . .  .209,  215-219,  222,  224,  226,  228-229 

contingencies.. ...135,  228-229,  248,261,  623,628-629,663,  682,  691, 

747,'783,  Sdfi-abl,  815,  899,903.  1052,  1133,  1141 

S%  allowance. *. 1076.  1082-1083 

contractors'  profits .135,  516,  741-742,  783,  811-812,  815,  1133 

engineering. . .  135,  209,  216-217.  219,  222,  224-226,  228-229,  248,  261, 

623,  628^629,  663,  682,  690,  783.  799,  801^  1815,  899.  903,  1052.  1081- 

1083,  1133,  1141 

office^  allowance  for 516 

financing,  cost  of,  allowance  for: 

,  not  .made.:.;:...,,... -- 135,  146 

6%  deemed  reasonable 146 

,  insurance. -.228-229,  248,  261,  516  517,  623,  628-629.  636,  638,  663, 

682,  687-688,  692.  747,  783,  801,  815,  821.  1081-1083 

interest  djiring  construction. .  .96.  135,209,  212,  216-219,  222,  224, 

226,  228-iffi9,  248,  261,  623,  628-629,  663,  682,  688-689,  690,  692, 

.  71.5,  783,  800,  815,  899,  903,  1081-1083,  1141 

allowance  for,  not  made 623,  628-629 

P%  alloivanfe  for... 516,  518-520 

3%  upon   reproduction  cost,  new....... 1052 

hod,  on,  not  approved 1072-1074 

le^  expenses.. -209,  216-217,  219,  222.  224-226,  228-229,  663,  682, 
687,  692,  783,  800-801,  813,  815,  898,  903,  1052,  1081-1083 

materials 628,  630,  636,  638 

occupation  tax 663,  682,  687,  692 

organs wtion,..  135,  209,  211,  248,  261,  663,  682,  687,  692,  783,  801, 
824,  898,  903,  1052 

percentages  considered 68S-686 

printing 663,682,  687,  692  ^- 

xdx  ■"■"""■■  ^ "^^ 


SUBJECT  INDEX. 

VALUATION  OF  PROPERTY— Contianed: 
overhead  charges — Continued: 

superintendence 783,  799,  801,  815.  899,  903,  1052,  1133,  1141 

Uxation  during  construction 228-229,  248.  261,  519-520,663, 

682,  688,  743,  747,  1081-1083.  1141 
owners'  consents,  cost  of  obtaining,  allowance  for.  .,514-516,  518-520 

old  plant 1147 

part  allowance  made  for 11J8-U39 

pavements,  cost  of  relaying,  included  in  valuation 1137-113S 

plant    value 1133-1138 

inclusion  of  idle  plant  in  fixing  rates 139,  145-146 

present  value: 

as  basis  for  rates 134,  139-154,  161,  662-663,  668,  682-686,  692- 

695,  727,  747,  749-750 
considered  in: 

extension  of  lines 90;  96 

fixing  rates... 623,  631,  633.  877,  BSOSil.  888,  890,  893.  895. 

89B.  902.  904,  1053-1(64 

valuation. ..209,  211-212.  216,  225-229,  514,  S20-53O,  701,  717- 

720.  726-727,  734-739.  747,  749,  801,  804-807,  81&«17.  834,  877. 

880-^1.  888,  890,  893,  895,  898,  902,  904,  1064,   1067,  1077- 

1083,  1135-1136,  113S-1I41 

defined    225 

percentage  of  reproduction  cost,  new 225-226,  228-229 

reproduction  cost,  new,  minus  depreciation,  accepted  as, 

209.  225-229 

printing 663,  682.  6S7,  692 

promoters'  profits 244-245,  248-249,  253-254 

promotion  expenses  214-215 

no  allowance  743,  747 

real  estate 514,  517-518,  628,  669,  681,  749,  809,  813,  815-«16.  818 

appreciated  value  of,  allowed  in 700,  717,  719 

depreciation: 

no  allowance  for -623.  634 

for  appreciation  of  diflerent  parts  of,   not  considered 

individually 783,  822 

present  or  market  value  accepted  in 209,  220-221 

rebates,  allowance  for 714 

reproduction  cost,  new: 

as  basis  for  rates 6C 

considered  in: 

extension  of  lines 90.  96 

fixing    rates lOSO-lOSi 

valuation. .  .209,  211-212,  216.  219-225,  228-229,  513-520,  690-691 

701,  706,  708,  711,  715.  718-720,  725-726.  747,  749,  782.  792-79; 

798-822,  1064,  1067,  1071-1077,  1081-1063,  1135-1137.  llC 

defined  ■■ 219,  KkJ 

minus  depreciation 782,  794,  801-802.  806-807,  809.  82? 

accepted  as  present  value 209,  225-229.  1066.  1077- 

ioe3,ii(e^i:» 


SUBJECT  INDEX. 
VALUATION  OF  PROPERTY— Continued: 


reproduction  cast,  n« 

w — continued : 

minus  depreciatic 

>n — continued: 

as  basis  for  r. 

ates 

134, 

139-1S4.  161,  662-663, 
668,  682-4B6,  692-695 

rights  of  way: 

cost  of  securing: 

considered  in 

...217-221,223, 

228-229,  247,  669,  681, 

1071-1072, 

1081-1083 

orieinal  cost  and  reproduction  cost  compared 220-221 

risk,  allowance  for 252-253 

sale,  for  781-835 

or  lease,  subject  to  approval 189 

price  not  binding  for  other  purposes.  ..302,  304,  446-447,  860,  864 

salvage,  allowance  for 226,  588,  633,  651,  713,  722 

scrap  value  1135-1136.  1138 

service  value  of  plant  and  equipment  considered  in II35-1I36,  1138 

^tock: 

considered    in 209,  212,  1049,  1067-1069,  1131 

not  considered  in 149-150 

issue  to  await  commission's 1011,  1013-1014 

market  value  considered  in 705,  710-713,  716 

aub-contractors'  profits *. 741-742,747,  1133 

superintendence 899,  903,  1052 

supplies: 

allowance  for 228,  248 

included  in  allowance  for  working  capital 135,  144-145 

considered  in 903-904,  958,  1050-lOSl,  1081-1083,  1142 

Uxation  during  construction..  .228-229,  248,  261,  519-520.663,  682,  688, 
743,  747,  1081-1083,  1141 
toll  lines: 

excluded  from  888.  890,  898,  903-905 

included  in 893,  895 

unit  costs  as  measure  of  value 140,  147,220,623,629-630,  725,  729, 

782,  811 

disapproval  of  prices  used 661-663,  681,  692-69S,  698 

unused  plant  excluded  from,  in  estimating  return 290,  293 

value,    term    211 

water  power,  cost  of  securing,  considered  in 783,  815,  820-823 

working  capital,  allowance  for 135,  144-145,  248,  720,   1I41-U« 

not  made 623,  628-629,  903-904 

(Sec  also  Depreciation;  Inventories;  Value.) 

VALUE 211 

VIOLATION.    (See  Laws;  Orders;  Penalties.) 
"VISITING"  ON  LINE: 

prohibited  976.  992-993 

WAREHOUSES,  GRAIN:  , 

rates,  increase  allowed  because  of  inadequate  return 440-441'*' 


SUBJECT  INDEX. 

lU 

WARSAW,  NEW  YORK: 

underground  and  aerial  cable  construction  required  to  eliminatt 

dangerous   wire    conditions flJ! 

WATER  COMPANIES: 

purchase  of,  by  municipal  corporation,  jurisdiction  of  commis- 
sion over  .....:.;:.;....;:; 43W*fl 


allowed  vben  unremnneiative..... 21) 

order  for,  modified , 1O3M0J3 

-     metered  service .; 23(WJ1 

right  of  one  company  to  supply  water  to  a  mdtual  company 

formed  in  the  territory  of  the  other v 1034-lllS 

service,   metered,   optional . ; .* . , 23031 

WATER  POWER: 

cost  of  securing,  considered  in  valuation  of  property, 

783,  815,  82W23 
WATTS,  CALIFORNIA: 

withdrawal    of   one   telephone    company  and    establishment   of 

another   8SS4S 

WHITE,  SOUTH  DAKOTA: ; 

toll  rates  between  Brookings  and '.'.'..'.'. 60WU 

WIRELESS  TELEGRAPH;   . 

messages,  Tran^^ Atlantic,  transmission  by  land  lines lU 

WIRES:   ■  

aerUl  placed  underground 435.  919,  lOOT-lM 

dead,  utilization  of., ,,.■■,.. , ,,,.•• 91.  I^ 

electrical  interference  of  high  tension  lines  with  telegraph 3S4-3ff 

transmission,  specifications  for  creation  of 384,38 

(See  also  Cables.) 
WITHDRAWALS.     (See  Service.) 
WORDS.    (See  Call  Words.) 
WORKING  CAPITAL: 

allowance  for ,135,  144-MS.  248,  682,  744-745,  747,  749.  1141-1H2 

5%  of  reproduction  cost,  new,  deeme^  reasonable 135,  1^ 

not  made 623,  628-629,  903-W 

YANKTON,  SOUTH  DAKOTA: 

switching  rates  to  rural  companies.; 964-%t 

ZONES: 

automatic  system,  difficulties  of  operation .1^ 

equal,  for  entire  territory...., ,,.■.544,  547,  551,  5SS,  sS 

exchanges  in  same,  free  service  between ^ 

rates ..tv'vv:Vr-.--;-'-------i66.  169-170.  18'''^ 

dp^ble  exchange  feryjce,  for 42.  4H* 

inter-zone ■;49^53,  170^184,  S43-558.  W* 

suburban   ;..;.-. JIS-S* 

"    :  system; 

established    ,.....,. W 

,t<^ll,  .charges, .for,  ^aj>proyed..  ...,;..■......,... ....>5W-54^^^4fr"-- 
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American  Tdephone  and  Tdegnph  Company 
'      (  B«an  ol  Con4MIW.RHI«|h:H5 
Legal  DepalUaKARY 
15  Dey  Sue*  New  York  City 


COMMISSION  LEAFLET  No.  22 

Odoler  I.  1913. 


Recent  Comnmsion  Otdeis,   Rulings  and  Decisions 
from  the  following  States: 
Arizona  New  Jersey 

GJifomia  New  York 

Indiana  North  Carolina 

Michigan  Ohio 

Missouri  Oklahoma 

Nebraska  Oregon 

New  Hampshire  South  Dakota 

Vermont 

and  from 

hterstate  G>mnietce  Ccanmission 

and 

Canada 


This  Depariment  is  prepared  to  furnisii  Associated  Companies 
■mation  concerning  the  activities  of  all  permanent  supervising 
ms  including  municipal  commissions,  state  commissions,  the 
Commecce  Commission,  and  the  Dominion  and  Provincial 
ins  of  Canada.  ,.,.,,.^ ^ 
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